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EDITOR^S    PREFA« 


An  orderly  presentation  of  the  salient  facts  in  the  banking  liistory 
lof  the  United  States  i^  a  task  l>e8et  with  so  toany  difficulties  that  bere- 
f  tofore  no  attempt  has  been  made  in  this  direction.  It  ib  believed  that 
tbe  important  relation  -wliich  the  banks  sustain  to  the  bustnesii  and 
poUtjcal  life  of  the  country  justifies  the  present  endeavor  to  net  forth 
in  detail  the  experience  with  the  various  ciasses  of  banks  operating 
under  State  and  National  laws,  and  with  those  whose  transactions  were 
carried  on  without  legal  sanction. 

There  is  no  lack  of  infonnation  available  in  regard  to  banks  deriving 
tb«r  authority  from  the  Federal  Government,  and  particularly  since 
k  adoption  of  tbe  National  bunking  system  there  has  been  a  complete 
statistical  and  otherwise,  of  the  progress  of  these  institutions. 
with  the  State  banks  it  is  entirely  different.  While  in  some  of  the 
States,  where  banks  have  been  placed  under  public  supervision,  consid- 
erable hitrtorical  material  is  to  be  found,  in  others  the  collation  of  sucli 
data  is  exceedingly  difHcuU,  no  statistic*  ever  having  been  compiled  and 
bat  few,  if  any,  laws  enacted  regulatbig  the  business  of  banking. 

The  late  John  Jay  Knox,  who  aa  Comptroller  of  the  Currency  for 
ny  years  had  charge  of  the  exccutioti  of  tbe  laws  relating  to  National 
was  in  tbe  best  position  to  obtain  the  information  and  gather 
Brial  for  a  work  of  tliis  kind.  As  Comptroller  of  the  Currency 
Bl  required  by  law  to  furnish  to  Congress  annually  statistics  not 
I  only  aa  to  National  banking  associations,  but  also  as  to  State  banks, 
private  banks,  Savings  bunks  and  trust  companies,  In  Mr.  Knox's  re- 
port- as  Comptroller  for  1876  will  be  found  the  germ  of  this  work.  In 
that  year  and  since,  but  especially  during  the  last  five  years  of  his  life, 
he  was  collecting  gradually  from  all  sources  all  that  could  possibly  throw 
light  upon  every  piia.se  of  banking  in  every  State  of  the  Union.  It  was 
his  hope,  as  expres8e<l  in  the  preface  to  his  well-known  work  on  "United 
States  Notes,"  to  publish  a  volume  worthy  of  the  title  "History  of 
Banking  in  the  Unite^l  States."  With  this  purpose  in  view  he  sub- 
*taiitiaUy  completed  that  portion  of  the  work  relating  to  National  banks, 
sad  also  aeenmuiated  a  large  part  of  the  facts  desired  for  treating  of 
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the  State  banks;  but  he  did  not  live  to  finish  what  be  regarded  as  one 
of  the  most  important  undertakings  of  his  life.  Through  the  editorial 
co-operation  of  Mr.  Wm.  B.  Greene,  for  many  years  Chief  of  Division 
in  the  Comptrolier's  Bureau  under  the  odmiuistration  of  Mr.  Knox,  and 
who  was  entirely  familiar  with  the  author's  plans,  it  has  been  possibl»| 
to  carry  out  these  plans  in  aocordauce  with  their  original  scope.  A  comr 
prehensive  history  of  baiikintf  in  ttie  various  Statets  was  deemed  an  < 
Hential  feature  of  the  book,  especially  as  there  was  nothing  of  the  kind 
in  existence,  and  as  the  public  records  were  either  incomplete  or  non- 
existent in  many  oaaea.  It  was  tiiought  best  in  tlie  preparation  of  this 
part  of  the  work  to  secure  the  aid  of  tho»>e  who  were  familiar  with  bank- 
ing traditions  and  who  understood  the  best  means  of  bringing  out  the 
striking  features  of  8tate  bank  history.  As  a  result  of  their  hmg  and 
patient  researches  n  re<-ord  i.<  here  present^^l  that  may  be  foun<l  nowhere, 
else  and  that  constitutes  lui  invaluable  source  of  knowledge  to  students 
of  Ain«ricaa  banking.  A  list  of  these  coutribatiug  autliors  follows :  Ar- 
kansas, Robert  J.  Brown;  Connecticut,  Charles  E.  Curtis;  Florida, 
Cbaries  A.  Choat«;  Oeorgia,  W.  (i,  Cooper;  Illinois,  PVank  W.  Thm-v; 
Indiana,  W.  H.  Smith;  Iowa,  Cfeorge  O.  Hunter;  Kentucky,  John  II. 
Leathers;  Maine,  E.  A.  Noyes:  Maryland.  Alfred  Cookman  Bryan.  Ph. 
D. ;  Minnesota,  R.  M.  Pope;  Missouri,  (""has.  Parraw,  Musted  by  D.  M. 
Orl—om;  Ncbrnska,  Henry  W.  Yatos;  New  Hampshire  ^Savings  banks), 
James O.  Lyford;  New  Jersey,  Thomas  Holmes;  North  Carolina.  W.  A. 
Blair;  North  Dakota,  R.  E.  Wallace ;  Ohio,  Win.  A.  Graliam;  Penn- 
.•ylvnnia.  Prank  M.  Eastman;  South  Carolina,  George  W.  Williams; 
8outh  Dakota,  Maris  Taylor;  Tennessee.  Jolm  W.  Flaxofi;  Utah,  Ueu. 
M  Cannon;  Virginia,  John  I).  MurreU;  West  Vh^rtnla,  W.  C.  Beans;j 
WiMHnisin,  N.  B.  Van  Slyke. 

TIk'  history  of  baiikUig  in  the  States  not  enumerated  above  lias  been 
tN)uipile<i  froiu  niduionuida  left  by  Mr.  Kni>x  and  from  other  M>ur<<e«. 
ArktiowlcdgtuiMit  l»  due  to  the  ninny  l>itnker<  and  Stale  Imnk  supervis- 
ing o(llo«r»  for  their  R<Mt|>erali(>ii.  The  piiblicationH  issued  by  the  Re- 
fonn  Club.  i»f  New  York,  undi*r  llin  titl«<  of  "Soiiml  t'um'ncy  '  and  the 
rwports  of  the  <"oiuptrc>ller  of  the  (.'iirrwjcy  havo  lM?en  fnwly  tjtioted. 

Valtiable  aasistanrv  in  tlie  prv|wmtlon  of  the  volume  has  Iimsu  ren- 
dovd  br  Mr   K    II    N'  >'•>  Editor   of  the  BAUKKBa' 

MASMIini,  ill)-  vnUr*-  »  '^  liiitnedtatc  «>dltortat  taper- 

viiteo. 

The Matisties  of  bankiii»(  iii  iiinny  i<i  ihi-  :Mar<">  nv  ii  In 

tha  OiiBiptiollaf'%  report  for  1^76  will  Im^  fimnd  tabW  ili^ 
dltion  of  tboM  iiwftitutloi)«  from  1K3I  to  IMU.     Tho  itfiu*  that 
ta  be  most  impnrtaut.  vl<.,  the  tiMniher  of  banks,  loans  and 
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qMde,  oapttal,  (dnsnlation  and  depodts,  have  been  repirodaoed.  For  the 
yean  salweqaent  to  186S  the  flgmee  are  in  most  instanoee  from  the  re- 
ports (rf  the  Bueaa  of  Statistioe  of  the  United  States  Treasory  Depart- 
ment or  from  the  Comptroller's  reports.  As  the  law  does  not  compel 
State  banks  to  report  to  the  Federal  Gtoremment,  these  statements  are 
belieTed  in  some  eases  to  be  incomplete,  but  are  as  nearly  ocnreot 
as  it  is  now  possible  to  obtain.  Fortonately,  however,  it  has  been 
found  possible,  after  mach  laborious  research,  to  obtain  aoennte 
statistiosfrommost  of  the  State  banks  in  more  extended  form.  OfKcial 
pablications  have  been  oonsalted  for  this  information  in  those  States 
having  a  State  banking  department.  The  statistics  of  the  National 
banks  are  from  the  rep<Mrts  <A  the  C<Hnptroller  of  the  Currency,  and  are 
fall  and  aoearate  from  the  beginning  of  the  system  to  the  present  time. 
No  ooontry  in  the  world  can  equal  the  United  States  in  the  number 
of  its  banks  or  in  the  variety  of  banking  systems.  At  some  time  in  our 
history  nearly  every  theory  in  regard  to  credit  and  banking  has  been 
tried,  with  results  that  may  be  studied  with  interest  and  profit  To 
eiironiele  these  experiences  without  oonsoious  bias  has  been  the  aim  of 
the  pnblishen  of  this  volume. 

BRADFORD  RHODES. 
Xxw  TORK,  May.  1900. 
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Th«  antbor  of  this  work  was  distinguished  among  recent  American 
flnaticiers  by  reason  of  his  long  official  connection  with  the  Bureau  of 
the  Comptroller  of  the  Currency — five  years  as  Deputy  Comptroller 
and  twelve  years  as  Comptroller — by  his  relationship  to  the  famous 
floinage  act  of  1873,  and  by  the  reputation  which  he  earned  as  a  suc- 
enaful  banker  and  as  a  writer  and  lecturer  on  banking  and  financial 
topics.  Wliile  he  was  long  regarded  as  an  authority  on  these  subjects,  he 
was  to  the  end  of  his  life  a  student,  ever  learning  by  study  and  experi- 
ence, and  in  the  light  of  such  information  he  did  not  hesitate  to  change 
his  opinions,  valuing  truth  always  above  consistency. 

His  public  acts  were  marked  by  lofty  intelUgence  and  absolute 
Jevotion  to  the  great  interests  intrusted  to  his  keeping,  and  in  business 
private  life  he  measured  up  to  the  highest  requirements,     He  was 

iglitforward  and  candid  in  what  he  did  and  said,  and  no  man  was 

t,llkely  to  resort  to  evasion  and  subterfuge  to  carry  out  his  plans, 
j^hts  were  made  in  the  open  fleld,  and  no  one  need  question  where 

■tood  on  any  public  issue.  His  advancement  to  a  high  position  in 
(be  administrative  affairs  of  the  Qovemment  was  due  to  his  ability  and 
eliaracter  and  not  to  pulitieal  inilaence. 

Mr.  Knox  was  bom  at  Knoxboro,  Oneida  County,  N.  Y. ,  March  19, 
IBM,  Ills  father's  ancestors  being  Scotch-Irish.  His  early  education 
was  Received  at  the  Augusta  Academy,  near  BLnoxboro,  and  at  the 
Watertown  ClasKicAl  Listitute.  In  1S49  he  graduated  from  Hamilton 
[Colk*ge.  Among  his  fellow  students  were  Hon.  Joseph  R.  Hawley  and 
rCbarIc>s  Ihidley  Warner,  of  Hartford,  Conn.,  and  Rev.  Dr.  Thomas  S. 
Eaatiii^  and  Col.  Emmons  Clark,  of  New  York. 

He  began  his  business  career  in  a  bank  at  Vernon,  N.  Y.,  of  which 

his  father  was  President,  remauiing  there  for  two  years,  until  1852, 

L when  he  entered  the  Burnett  Bank,  of  Syracuse,  N.  Y.,  where  he  re- 

[tuoinvd  fur  four  years.     Subsequently  he  was  for  a  brief  period  Cashier 

I  of  Iho  Susqueliantia  Valley  Bank,  at  Binghamton,  N.  Y.     In  1857  with 

[hi»  brother,  Henry  M.  Knox,  afterwards  PubUc  Examiner  for  the  State 

o(  UinnesotiL,  be  started  a  piivate  bank  at  St.  Paul,  the  business  being 

Mntluued  for  six  years. 

llr.  Knox  Unit  att  racted  attention  as  a  financier  in  the  discussions 
pmwdlng  the  eetablishmeut  of  the  National  banking  system.     In  1861 


TJii 


HISTORY  OF  BANKING. 


and  1862  he  published  two  carefully  prepared  papers  in  "Hunt's  Mer- 
chants' Magazine,"  of  New  York. 

Secretary  Chaue,  in  his  report  to  Congress  for  1861,  suggested  the 
issue  of  bank  circulation  on  a  basis  of  United  States  stock  an  one  of  two 
plans  for  assisting  the  Oovemiuent  in  carrying  on  the  war.  Mr.  Knox's 
aecond  paper,  published  in  January,  1862,  advocated  the  establishment 
of  a  National  banking  ey^tein  as  suggested  by  Secretary  Chase.  His 
principal  argument  bi  favor  of  his  plan  was  the  absolute  safety  it  would 
Insure  in  the  currency  of  the  country.  In  his  last,  address  u|x>n  the 
subject  of  a  permanent  National  bank  circulation  before  the  convention 
of  the  American  Bankers'  Association  in  New  Orleans  in  1891,  in  emu- 
merating  the  attributes  of  a  perfect  system  of  paper  currency,  he  named 
flrrt  safety,  second  elasticity,  third  convertibiUty  and  fourth  uniform- 
ity. These  points  were  considered  in  the  same  order  in  his  article  in 
"  Hunt's  Merchants'  Magazine  "  in  1863,  which  attracted  the  attention 
of  Secretary  Chase.  He  was  first  appointed  by  the  Secretary  to  a  clerk- 
ship under  Treasurer  Spinner,  but  was  soon  transferred  to  the  office  of 
Mr.  Chase  ai  a  disbursing  clerk.  He  held  this  position  three  years, 
when  he  became  Cashier  of  the  Exchange  National  Bank,  Norfolk,  Va 
Tlie  climat«  did  not  agree  with  him  and  he  returned  to  Washington 
and  was  placed  in  charge  of  the  Mint  and  Coinage  correspondence  of 
the  Treasury  Department.  In  1866  Secretary  McCuUoch,  who  recog- 
nized his  ability,  sent  hun  to  San  Frandsoo  to  examine  the  brauioh  mint 
In  that  city.  His  report  was  published  in  the  Finance  Report  for  tiiat 
year  with  the  commendation  of  the  Secretary.  Mr.  Knox  also  made  an 
examination  uf  the  mint  at  New  Orleans  in  1866  and  discovered  a  de- 
falcation of  $1,100,000  in  tlie  ofllce  of  the  Assistant  Treasurer  of  the 
United  States.  For  s  time  during  his  stay  in  Now  Orleans  he  was  aot- 
log  Assistant  Treasurer.  In  1867  a  vaoancy  occurred  in  the  ofliloe 
Depaty  Comptroller  of  the  Currency,  and  Mr.  Knox  was  appointed 
tbe  poiltioo  by  89cr«tary  MoCuUorli,  While  engagted  in  these 
ofllOM  h*  oontinned  to  hare  charge  of  the  Mint  and  Coinage 
■poodaner  of  the  Treasury  Department.  It  was  in  this  connection  that 
be  oame  t4>  be  the  author  of  the  coituige  act  of  1873,  since  famous  a^ 
the  law  diacuutinuing  the  colnagt-  of  the  silver  dollitr.  He  drew  op 
bni  c<Mlifyiug  the  tuint  and  coitiogv'  laws,  and  in  his  letter  to  the  Svor 
tary  of  the  Treasury,  under  date  of  April  25,  1870,  Mr.  Knox  wrote: 

"The  ctilnugo  "f  the  iiltvcr  dollar  piece,  tlje  history  of  which  is 
giren,  hi  discontinued  in  the  propotted  bill.     •    •    •    The  present 
dollar  pleoo  Is  tuado  the  dollar  unit  in  the  proposed  bill,  and  tite  M\ 
dollar  pifloe  Is  dIaoontlnncHl.     If,  however,  such  a  coin  la  authorired, 
should  be  iwiaed  as  a  conimorcial  dollar,  not  at  a  standard  unit 
ar-count,  andnf  thpctnct  value  of  the  Mexican  dollar,  which  i?ithefava 
Ite  for  clrcnlation  in  China  and  Japan  and  otlifr  Oriental  co«intriM.' 

The  prrlifiiiimry  draft  of  the  liill  provld<>4l  for  n  silver  dollar  of 
|(rain«.  onA  this  ooin  was  to  Ik*  a  U<gal  t«ndcr  for  dcbtn  of  not  uiuro < 
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^.  Mr.  Knox  rafamitted  this  preliminary  draft,  to  a  number  of  erpertfl 
tn  Tarioiu  parts  of  the  country,  for  at>  exprsMsioti  of  their  opinions  tB 
to  ita  merita.  Ab  a  result  of  thi.H  interchange  of  views  Mr.  Kdox  pre- 
pned  another  draft  of  a  bill  omitting  the  silver  dollar,  as  stated  in  the 
letter  above  quoted. 

Thie  bin  was  before  Congreaa  for  three  years,  and  paaeed  the  Senate 
January  10,  1871,  with  no  proviaioa  for  coinioK  a  silver  dollar.  The 
rcUv«r  dollar  wa«  not  in  the  bUl  reported  to  the  House  on  Maroh  9, 1871. 
|ln  tha  following  year  the  meai^are  was  brought  up  in  the  House,  and  a 
Dt  wa«  developed  in  favor  of  restoring  the  silver  dollar  to  be  of 
'  fha  wfligfat  of  two  balf-dollara,  or  3H4  grains.  The  bill  wua  reported  to 
the  Boa8«  Febntary  13,  1872,  containing  a  provision  to  this  effect,  the 
kfial-teader  qualitj  being  limited  to  ^.  The  bill  passed  the  House  in 
till*  form  May  27,  1873. 

In  the  Senate  a  trade  dollar  of  420  grains  was  substituted  for  the 
dollar  of  SS4  grains,  the  legal-tender  limit  still  being  f5,  and  ia  this  form 
the  bill  passed  the  Senate  January  17,  1873,  the  House  February  7,  and 
•a*  Kigned  by  the  President  February  12,  1873. 

During  tlie  three  years  that  the  measure  was  before  Congress  it  was 
fnlly  debated,  the  speeches  on  it  in  the  Senate  occupying  sixty-six  ooi- 
amnaof  the  "  Congreesional  Globe  "  and  the  House  debates  seventy- 
tigfat  eolumns  of  that  publication. 

When  submitted  to  Congre^js  the  bUl  was  accompanied  by  elaborate 
and  extensive  reports.     These  reports  were  printed  and  the  reasons  for 
,  dfaeoutinuing  the  silver  dollar  fully  stated. 

The  standard  silver  dollar  could  not  have  been  secretly  omitted  from 
\  bill,  for  the  rea.^on  that  it  never  was  in  the  bill  at  any  time. 
.  complete  documentary  history  of  this  act  will  be  found  in  the  Re- 
:  of  the  Director  of  the  Mint  for  1896,  p.  461,  find  the  relation  of  Mr. 
Knox  to  the  measure  was  fully  set  forth  in  his  hearing  before  the  House 
Committee  on  Coinage,  Weights  and  Measures,  February  20,  1891. 
Jobo  Jay  Knox  was  too  much  of  an  expert  in  finauce  to  be  deceived 
|1)f  the  terms  of  the  bill  in  question,  and  he  was  too  honest  to  lend  him- 
to  trickery  of  any  sort.  He  frankly  8tat«d  at  the  outset  that  it  was 
'  purpoBC  of  his  bill  to  discontinue  the  silver  dollar  and  make  the 
gold  dollar  the  unit  of  value.  As  the  author  of  the  law  firmly  estab- 
'**h*T*g  the  credit  of  the  United  States  upon  the  gold  standard,  Mr. 
Koox  performed  a  service  to  the  country  equal  to  tbat  of  any  of  its 
>tat«anpii. 

Mr.  Knox  was  Deputy  Comptroller  until  April,  1872,  when  he  was 
appointed  Comptroll(*r  by  President  Grant.  At  the  expiration  of  his 
term,  in  1877,  be  was  reappointed  by  President  Hayes  and  the  appoint- 
ment was  at  once  confirmed,  on  motion  of  Senator  Windom,  without 
^Jtfefeoee  to  the  Finance  Committee.  In  1882  President  Arthur  ap- 
ated  him  for  another  five  years'  term,  but  on  May  1,  1884,  he  re- 
(o  become  President  of  the  National  Bank  of  the  Republic,  New 
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York  dty.  He  waa  PraddeDt  Garfield's  first  ehoiee  for  Seeretary  of 
the  Treasury,  bat  political  oomplications  prevented  the  Preaident  tram 
making  the  appointment 

As  Comptroller  of  the  Cnrrenoy  he  made  twelve  reports  to  Congress, 
and  they  contain  invaluable  statistical  and  other  information  in  rela- 
tion to  the  banks  of  the  ooantry.  Daring  his  incambency  the  National 
banks  were  mach  more  important  as  regards  their  oarrency-iasaing 
fanotions  than  they  are  now,  this  feature  of  their  boaineas  having  been 
largely  asarped  by  the  Qovemment  paper  and  silver  certificatee.  He 
was  instrumental  in  carrying  on  the  n^^tiations  by  which  the  Sob- 
Treasury  at  New  York  was  made  a  member  of  the  clearing-house,  thus 
effecting  great  economy  in  the  banking  transactions  with  the  Govera- 
ment. 

Ur.  Knox  was  successful  as  a  banker,  the  depodta  of  the  institution 
of  which  he  became  President  increasing  from  14,000,000  to  over  tl8,- 
000,000  in  the  eight  years  of  his  management.  His  death  occurred  at 
his  home  in  New  York,  February  9,  1892. 

The  nucleus  of  the  present  work  is  contained  in  a  series  of  papers 
poblished  in  ' '  Rhodks'  Souks kl  of  Baitkiko  *'  in  1892.  Besides  these 
and  other  contributions  to  this  publication,  Mr.  Knox  lectured  at  fre- 
quent intervals  before  several  chambers  of  commerce,  the  American 
Bankeni'  Association,  the  students  of  Yale,  Harvard,  Hamilton,  Colum- 
bia and  Johns  Hopkins  Universities.  He  is  besides  the  author  of  a 
well-known  work  on  "United  States  Notes,"  a  history  of  the  varioos 
forms  of  paper  money  issued  by  the  Ch)vemment 

Mr.  Knox  was  admirably  fitted  by  training  and  exi>eriaioe  tta  the 
important  stations  which  he  filled,  and  his  long  executive  experience 
and  excellent  business  habits  proved  of  great  valae  when  he  became 
the  head  of  a  large  metropolitan  bank.  The  honesty  of  purpoee  which 
oharaoterixed  him  whoa  acting  for  himself  also  marked  all  his  dealings 
as  a  trustee  for  others.  His  acquaintance  was  extensive  and  his  hifjb. 
mental  and  moral  qualities  won  him  many  friends  in  private  and  busi- 
ness life. 

The  Chamber  of  Commerce  of  the  State  of  New  York,  one  cA  the 
oldest  and  greatest  commercial  organisations  tA  the  country,  at  a  meet- 
ing hold  on  March  S,  1898,  paid  a  special  tribute  to  the  memory  of  Mr. 
Knox,  addresses  being  made  by  a  number  of  distinguished  citizens  of 
New  York  and  suitable  resolutions  were  adopted,  ekmng  in  these 
wtirtia:  "  Patriotic  in  his  impulse*,  strong  in  his  convictions,  thought- 
ful but  reserved,  modest  yet  coarageous,  a  deep  thinker,  an  aide  finan- 
eifr,  an  agreeable  companion,  a  kind  friend,  an  upright  eitiaen  and  a 
ctNirtMHis  Christian  genUeinan.  Such  is  our  Judgment  of  hia  ebaracter. 
and  Ml  sImII  the  record  stand." 
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PART  I 
BANKS  AKD  BANKERS  UNDER  FEDERAL  LAWS. 


I 

ORIGIN  AND  DEVELOPMENT  OP  BANKING. 

General  plan — Origin  of  banking— Bank  of  Venice— Bank  of  Genoa — Bank  of 
Amsterdam  —  Early  banking  in  England  —  Bank  of  England  —  Scotch  and  Irish 
Ijanks — Bank  of  France— Banking  methods  and  principles  compared — Origin 
of  word  bank  —  Early  banking  in  the  United  States — Political  unpopularity  of 
banks — Abuse  of  note-issuing  function — Losses  from  bad  banking — National 
banking  system  —  Issue  of  paper  money  by  the  United  States  Treasury — Bank- 
ing in  the  States. 

Gbnesai^  Plajs^  ob>  Wobk. 

A  complete  History  of  Banking  in  the  United  States  should  give  an 
account  of  banks  chartered  by  or  doing  business  under  the  general 
banking  laws  of  the  Federal,  State  and  Territorial  Governments,  both 
commercial  and  Savings  banks,  and  such  other  financial  institutions  as 
do  a  banking  business.  It  should  also  give  an  account  of  private  banks. 
Instead  of  adopting  the  chronological  method  of  treating  the  sub- 
ject it  has  been  thought  best  to  distinguish  between  the  history  of 
banks  operating  under  powers  derived  from  the  Federal  Government 
and  those  under  the  laws  of  the  respective  States.  Division  of  the 
work  has  been  made  on  these  Unes  in  so  far  as  possible. 

The  history  of  banking  under  the  Federal  Government  is  introduced 
by  a  preliminary  chapter  relating  to  banking  aa  it  existed  in  the  Colo- 
nies prior  to  the  Revolutionary  War,  including  an  account  of  the  Con- 
tinental money.  The  following  chapters  narrate  the  events  connected 
with  the  several  banks  that  received  charters  from  Congress  and  with 
the  rise  and  progress  of  the  National  banking  system.  Subsequent 
chapters  give  the  banking  history  of  State,  commercial,  Savings  and 
private  banks  and  trust  companies  in  the  respective  States.     Other 
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chapters  in  the  oonrse  of  the  work  are  devoted  to  the  correlation  of 
important  banking  principles,  and  the  results  of  banking  experience 
under  the  diverse  systems  that  liave  been  tried  in  one  or  more  of  the 
States.  Still  other  chapters  are  devoted  to  the  tustory  of  bank  taxa- 
tion, of  clearinghouses  and  kindred  topics. 

Origin  of  the  Bankhto  Busikbss. 

The  business  of  banking  is  of  great  antiquity  and  in  its  simpler  forms 
no  doubt  was  understood  and  practiced  by  the  Assyrians,  Babylonians 
and  Athenians.  As  the  taking  of  interest  for  money  lies  at  the  root  of 
all  banking  and  furnishes  the  chief  motive  for  it,  wherever  a  people 
were  sufficiently  advanced  to  loan  money  for  hire  there  would  naturally 
spring  up  many  of  the  practices  and  methods  of  modem  banking.  The 
transfer  of  credits  was  undoubtedly  known  among  the  ancients.  They 
used  checks  and  bills  of  exchange,  but  for  all  that  they  were  very  far 
from  having  the  confidence  in  credit  business  that  has  been  fostered  by 
modem  banking  methods.  They  used  gold  and  silver  coin  or  other 
commodities  then  in  use  as  standards  of  value  and  media  of  exchange 
and  had  not  invented  representative  money.  It  is  more  fanciful  than 
correct  to  ascribe  to  the  Romans  the  invention  of  modem  banlung. 
The  business  carried  on  by  their  money  loaners  and  dealers  was  similar 
to  that  of  the  Jews  uf  the  Middle  Ages  and  the  Lombards.  When  gold 
or  silver  was  deposited  it  was  more  in  the  nature  of  a  special  deposit 
to  be  kept  until  called  for.  There  have  always  been  money  lenders, 
but  banks  for  lending  money  are  of  comparatively  modem  origin. 

Bank  of  Vknick,  1171. 

The  Bank  of  Venice  may  be  pronounced  the  forerunner  of  modem 
banks.  It  had  its  origin  in  1171  in  tlie  necessities  of  the  Republic  of 
Vi'nitte.  A  forced  loan  was  levied  upon  the  opulent  citizens.  Instead 
of  issuing  bonds  as  a  sign  of  the  indebtedness,  tlie  amount  of  specie 
l<>anu<l  by  each  citizen  was  entered  in  a  book.  The  republic  paid 
punctually  four  per  cent,  annual  interest  to  those  who  advanced  the 
money,  but  did  not  repay  the  principal.  The  citizens  in  their  transao- 
tionH  among  themselves  transferred  such  portions  of  the  credit  thus  due 
them  from  one  to  the  other.  This  method  of  transacting  business  was 
seen  to  i>o  ho  ccmvenient  mid  so  superior  to  handling  the  coined  money 
that  |M>opIo  made  hoj^te  to  deposit  their  specie  in  the  bank  and  obtain 
bank  crtMlits.  Th<>rtt  were  no  bills  issued  or  checks  usotl  but  the  credits 
coulil  bi«  tmnsfcrrt'd  in  any  amount  re<|ulred,  the  entries  on  the  books 
of  the  bunk  bi>ing  evidence  of  payment.  Tlus  was  banking  on  the 
8e<>urity  <>f  a  (t(»veniment  loan  in  the  surne  manner  as  under  the 
National  iMinking  system,  except  that  the  credits  are  in  the  latter  sys- 
tem triuisfernnl  by  iHissing  notes  representing  the  cretlit  in  various 
denominations  from  hand  to  hand.  If  the  Bank  of  Venice  had  been 
founded  on  a  diminuthing  loan  us  is  the  currency  of  the  National  banks. 
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the  Qsefol  acooimts  would  soon  have  been  closed;  bat  in  Venice  the 
loan  was  permanent  and  continually  increased. 

Ba>'k  of  Gksoa,  1320. 

The  Bank  of  Genoa,  founded  about  1320,  was  similar  in  its  origin  to 
that  of  Venice  although  of  slower  growth,  having  fur  itjs  ba,sis  a  series  of 
Government  loans.  Tliiii  bank  issued  paperuotes  during  the  latter  por- 
tion of  its  career,  which  became  worthless  when  the  bank  failed  in  1798. 

Basic  of  Ahstrrdah,  1609. 

fThe  Bunk  of  Amsterdam  was  started  in  1609  to  obviate  difflcultiea 
jg  fnjm  the  accumulation  of  light-wpight  coin  received  in  the  eiten- 
furvlijrn  trade  of  Holland.  The  bank  received  all  coin,  light  op 
otherwise,  at  its  real  value  in  standard  coin,  practically  as  bullion,  and 
gave  in  return  a  credit  on  its  books.  These  credits,  because  of  their 
COf  iu  making  payments  and  their  safety,  were  generally  at  a 

pr.  .  r  coin,  so  that  although  the  bauk  was  bound  to  restore  the 

latter  on  demsind  when  the  bank  credit  was  surrendered,  practically  the 
demand  for  coin  was  very  small.  Another  part  of  its  business  was  to 
receive  deposits  of  bullion.  For  these  it  gave  a  bank  credit,  five  per 
cent  less  than  the  mint  value  of  the  bullion,  and  also  a  receipt  reciting 
tlittt  tl»e  depositor  was  permitted  to  take  the  bullion  at  any  time  by 
d«»p«)«it4ng  a  corresponding  amount  of  bank  money,  paying  one-fourth 
per  c<»nt.  for  storage  if  the  bullion  were  silver  and  one-half  per  cent,  if 
it  were  gold.  The  receipt  also  provided  that  if  the  bullion  were  not 
withdrawn  in  six  months  it  should  belong  to  the  bank  at  the  price  of 
the  original  credit ;  that  is,  the  bank  in  tliat  case  gained  the  five  per 
cent,  margin.  The  depositor  had  liis  bank  creilit  and  his  receipt ;  the 
ff>rnii-r  he  could  use  and  the  latter  he  oould  transfer.  The  five  per  cent, 
rgin  was  generally  sufficient  to  induce  some  one  to  buy  the  receipt 

^time  to  prevent  thw  margin  from  reverting  to  the  bank.  The  city 
of  Amsterdam  guaranteed  the  bank.  The  credit  of  the  institution  was 
very  great;  no  examinations  of  its  real  condition  were  ever  made.  The 
iipecie  and  bulliou  deposits  were  loaned  to  the  East  India  Company,  to 
HoUaud  and  the  city  of  Amsterdam.  For  fifty  years  this  was  not  dls- 
OQvered  and  the  credit  of  the  bank  was  as  high  as  ever.  In  1790  the 
Bit  wajs  revealed  and  the  bank  failed. 

WOTIW   HOT   OBIOISATED  BT  THE    BANKS  OF  VENICE,   GENOA   ASD 

Amstehdau. 

Tl»e  bankB  of  Venice,  Genoa  and  Amsterdam  represent  the  earliest 
pflort«  to  establish  machinery  for  the  more  effectual  and  economical  use 
of  money.  No  one  of  them  issued  bank  notes  when  first  started;  the 
Hank  of  Venice  never  issued  notes,  and  the  bank.s  of  Genoa  and  Am- 
vtvrdam  only  after  bank  notes  had  been  invented  and  used  io  other 
eountrics  by  other  banks. 
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Early  BAirKiira  vs  'EsQUjny—Jvws  Aaro  Lombards. 

Banking  in  the  United  States  liaa  followed  English  fveoedents,  and 
therefore  a  brief  history  of  the  oommenoementa  of  Engliah  bonks  wih 
be  proper  in  this  place.  The  Jews  were  the  first  bankers  in  England. 
They  came  to  the  country  with  William  the  Conqaeror;  used,  if  they  did 
not  invent,  bills  of  exchange,  aocomalated  goodly  stocks  of  coin,  which 
they  loaned  at  high  rates  of  interest  to  the  nobility  and  others  on  the 
security  of  their  estates.  Sir  Walter  Soott,  in  his  famoos  tale  of  "  Ivan- 
hoe,"  has  given  us  a  vivid  picture  of  Isaac  of  York  and  the  barbarous 
cruelties  to  which  the  wealthy  Jews  were  sometimes  subjected,  and  in 
Ivanhoe's  case  at  least  an  instance  of  their  gratitude  and  generosity. 
Edward  I.  robbed  15,000  Jews  of  their  wealth  and  then  banished  them 
all.  The  business  was  then  taken  up  by  the  Lombards,  from  Italy, 
whose  business  combined  the  occupations  of  goldsmith,  pawnbroker 
and  banker.     Lombard  Street,  London,  takes  its  name  from  them. 

Goldsmitha'  Company,  1566. 

There  was  a  goldsmiths'  company  as  early  as  1566,  and  they  were 
then  one  hundred  and  seven  in  number.  About  the  year  1645  the  gold- 
smiths first  began  to  act  as  bankers.  They  collected  rents  for  their 
customers  and  received  moneys  from  them  on  which  they  paid  interest. 
They  also  acted  as  pawnbrokers  and  issued  notes.  These  notes  were 
first  shnply  receipts  payable  on  demand.  They  were  called  goldsmitlis' 
notes.  Ohncks  also  mnm  origiiiate<l  by  customers  giving  orders  on  their 
goldHiultliN.  The  invention  and  use  of  l>ank  notes  seem  certainly  to 
have  thus  (XMnirrt'd  in  F!lngland.  Nothing  like  bank  notes  was  used  by 
the  Imtiks  of  (^enoa  and  Amsterdam  as  erj-ly  as  1677.  Macaulay  says 
that  HIr  Dudh'y  North,  r(*tuniing  to  England  in  1680  after  many  years 
reHi<ii«nce  almMwl,  found  tiutt  the  new  practice  of  depositing  cash  with 
tliii  goldHniitliN  and  dniwing  checks  on  them  and  using  their  notes,  had 
grown  ui>  in  his  absence.  When  one  of  his  friends  asked  him  where  he 
kept  his  rawh—"  Where  should  I  keep  it,"  he  asked,  "but  in  my  own 
hous4<'/" 

Bank  ok  RNai.AM>,  1694. 

Private  l)anking  having  l)e«n  instituted  in  England  with  great  advan- 
tage to  her  trad**,  the  n«>xt  Ht4>p  taken  was  to  establish  the  Bonk  of 
Knglniid.  Like  the  iHiitks  of  Venice  iukI  (^enoo,  tliis  bank  grew  out  of 
a  liNiti  of  iSl,Si<h),(NH)  a<lvan<'<><l  to  the  (iovomment.  The  details  of  the 
InHtltutlon  were  ni<MU>IltHl  on  the  plan  lulvanced  by  Mr.  William  Pater- 
M>n.  a  H<'ot4*lmian.  The  liank  was  in«-oriH)rated  by  royal  charter  on 
July  27,  16iM.  Tli«  ()<)V(>niin<>nt  at  first  alloweil  eight  per  cent,  interest 
U|KMi  tiio  l<Hin  and  £l,iHNl  [nt  annum  for  maiiagi>ment.  The  charter 
was  in^iit***'  '*"*  '•hort  iM>ri<MlH  and  w<im  n>new(>d  by  Parliament  from 
tlinn  to  time  until  IHl-l,  wli«>n  the  law  under  which  the  bank  now  does 
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business  was  formolated.  As  it  is  not  the  intention  to  do  more  than  to 
indicate  the  banking  and  l^al  principles  upon  which  this  great  institu- 
tion notr  carries  on  its  operations,  the  history  of  the  bank  will  not  be 
Mowed  daring  the  period  previous  to  1814. 

Bank  Act  of  1844. 

The  Act  of  1844  regulated  the  issue  of  bank  notes  not  only  by  the 
Bank  of  England  but  also  of  all  other  banks  in  the  Kingdom.  In  addi- 
tion to  the  great  bank  there  were  Joint-stock  and  private  banks,  many 
of  them  the  lineal  descendants  of  the  goldsmiths.  The  circulation  ix> 
which  each  of  these  banks  was  entitled  under  the  act  was  to  be  arrived 
at  by  taking  the  average  amount  of  circulation,  in  each  case,  for  twelve 
weeks  prior  to  April  27,  1844.  The  amount  for  all  these  banks  was  by 
this  method  found  to  be  eight  and  three-quarter  millions  of  pounds 
sterling.  The  amount  to  be  issued  by  the  Bank  of  England  was  fixed 
at  fourteen  millions  of  pounds  sterling  through  an  issue  department  to 
which  was  to  be  transferred  an  equal  amount  of  Government  securities. 
The  other  banks  might  cede  their  circulation  privilege  to  the  Bank  of 
Bngland  for  a  consideration  of  one  per  cen,t.  per  annum,  up  to  August 
1, 1856,  and  the  privilege  was  forfeited  by  them  in  case  of  bankruptcy 
or  of  certain  changes  in  the  nature  of  their  partnership.  The  Bank  of 
Kngland  was  authorized  to  issue  its  own  notes  for  the  full  amount  of 
the  circulation  ceded,  and  by  order  of  the  Crown  in  Council  to  the 
extent  of  two-thirds  of  the  lapsed  circulation,  upon  the  due  deposit  of 
Government  securities,  in  addition  to  the  fourteen  millions  granted  to 
it  by  the  act.  The  circulation  of  the  bank  based  on  securities  has 
thus,  since  1844,  been  increased  by  about  two  millions  of  pounds  ster- 
ling, being  now  £16,800,000.  In  addition  the  bank  may  issue  notes 
to  any  ext«nt,  provided  an  equal  amount  of  coin  or  bullion  is  deposited 
in  the  issue  department.  One-flfth  of  this  coin  and  bullion  may  be  sil- 
ver, but  as  a  fact  no  silver  is  stored  in  the  issue  department,  as  it  can- 
not be  legally  tendered  for  a  five-pound  note.  The  notes  are  a  legal 
tender  between  all  parties,  except  in  favor  of  the  bank  itself,  and  only 
80  long  as  they  are  paid  by  the  bank  in  gold  coin  on  demand.  Bank  of 
England  notes  are  not  a  legal  tender  in  Scotland  or  Ireland. 

Note  Issues  op  the  Base  of  England. 

The  theory  upon  wtiich  the  note  issues  of  the  Bank  of  England  is 
founded  is  that  a  certain  amount  of  paper  notes  will  at  all  times  be 
kept  in  use  by  the  public,  and  will  on  account  of  this  use  never  be  pre- 
sented for  redemption.  What  this  amount  is  was  determined,  as  has 
been  seen,  by  the  experience  of  the  banks  as  to  the  average  amount 
outstanding  for  a  given  period  of  time.  To  secure  the  ultimate  redemp- 
tion of  these  notes  Government  securities  are  deposited.  The  notes 
issued  on  gold  simply  constitute  another  way  of  using  the  gold.  Prac- 
tically, as  there  is  no  outward  distinction  in  any  of  the  notes  in  the 


6  mSTORT  OF  BANKINd. 

hands  of  the  public,  the  gold  hi  the  issue  department  of  the  bank  is  a 
reserve  for  the  prompt  redemption  of  such  portion  of  the  whole  issue  as 
may  be  presented  at  any  time. 

By  the  Bank  Act  of  1844  it  was  provided  that  all  persons  shall  be 
entitled  to  demand  from  the  issue  department  of  the  Bank  of  England 
notes  in  exchange  for  gold  bullion  at  the  rate  of  £3  178.  9d.  per  ounce 
of  standard  gold.  The  bank  is  required  by  law  to  give  gold  for  notes 
or  notes  for  gold  on  demand.  Under  such  a  plan  of  issue,  which  it  has 
been  suggested  that  the  United  States  Treasury  should  adopt  with  ref- 
erence to  its  notes,*  when  gold  goes  in  the  notes  go  out,  and  when  the 
notes  come  in,  the  gold  goes  out;  thus  making  either  operation  one  of 
no  serious  concern. 

Scotch  and  Irish  Banks. 

The  Scotch  and  Irish  banks,  by  the  Act  of  Parliament  of  1845,  were 
privileged,  as  were  the  English  banks,  to  issue  permanently  the  average 
amount  of  their  circulation  then  outstanding.  Unlike  the  Tgngli«h 
banks  they  received  the  privilege,  similar  to  that  of  the  Bank  of  Eng- 
land, to  issue  additional  circulation,  upon  the  basis  of  gold  coin  and 
bullion  of  equal  amount,  t  The  permanent  circulation  was  not,  however, 
like  that  of  the  Bank  of  England  based  on  Gk>vemment  securities,  but 
upon  the  security  of  the  general  assets  of  the  bank  including  the 
unlimited  liability  of  the  individual  shareholders,  or  partners.  This 
unlimited  liability  means  that  as  long  as  any  of  the  shareholders  or 
partners  are  solvent  their  property  is  liable  for  the  indebtedness  of  the 
bank  until  the  latter  is  fully  paid. 

How  THE  Bank  of  England  Chbcks  Qold  Exports. 

The  Bank  of  England  controls  the  flow  of  specie  and  bullion  in  and 
out  of  the  Kingdom  by  changes  in  the  rate  of  discount.  As  it  discounts 
the  notes  of  merchants  by  giving  its  own  notes  in  exchange,  which  are 
redeemable  in  gold,  the  raising  of  the  discount  rate  at  once  reduces  the 
amount  of  its  notes  that  can  be  used  to  procure  gold  for  exptnt,  and 
increases  the  expense  at  which  they  can  be  obtained.  As  a  consequence 
of  the  advance  in  the  discount  rate,  gold  is  attracted  to  London  tat  the 
sake  of  the  higher  interest  rate.  If  through  the  over-supply  of  money 
offered  in  the  open  market,  the  bank  is  unable  to  control  the  dis- 
count rate,  it  borrows  the  surplus  funds  itself  and  thus  redaoe*  the 
sup|>ly  of  loanable  funda^ 

No  notes  are  issued  by  any  of  the  English  banks  of  a  denominatkn 

*  Heport  of  8ecrpt«i7  Sherouui,  Devenatm-  X,  187* :  Beport  of  Seoetarr  Osfe, 
DwdBtwr  T,  Mm. 

*  .illhouch  ^t^oh  um)  IrMi  bank*  muit  hoM  ixUo  equal  to  the  aatottnt  iHoed  In 
•SCMB  of  Ibrir  authortanl  limll,  Ihr  rolD  l>  In  mi  *raM>  brpothn-aUnl,  and  Id  the  CTent 
o(  ■  failure  no  note  b«>lder  couM  claim  a  Ilea  t>n  tbe  coin,  vhich  woaM  doabUa«bs 
MMVwl  In  Uw  teaecal  aweta  of  tbe  bank.— EnfUnta  and  rtoMicn  BMifea.  J.  B.  MHiiM. 
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i  than  Ave  poands.  *  This  renders  necessary  the  use  of  gold  sover- 
^Sns  and  silver  in  transaotions  less  than  that  amount.  The  iiame  law 
that  keeps  a  certain  sum  in  banic  not«s  always  in  circulation  to  carry 
no  transactions  over  Sve  pounds,  keeps  in  circulation  in  England  gold 

1  to  a  large  amount  to  carry  on  transactiouK  under  Ave  and  over  one 
id.  Tills  stock  uf  gold  [>lays  an  important  part  and  acts  aa  a  buffer 
In  proteoting  the  stock  in  the  bank. 

First  Baa'k  of  Franck,  171«. 

The  celebrated  John  Law  was  the  origmator  of  the  first  Bank  of 
Praiice.  In  1716  he  waa  authorized  by  the  Regent,  tiie  Puke  of 
Orleans,  to  establish  a  private  bank  of  discount  and  deposit  with  the 
ri(rht  to  issue  notes.  It  was  to  exist  for  twenty  years,  and  its  profits 
were  to  be  free  of  taxes.  The  Regent  was  its  protector,  and  it  was 
sttbj«ct  to  examination  by  Government  inspectors.  Its  capital  was 
dWded  into  1,200  shares  of  5,000  livres  each.  By  public  ordiiumces  its 
not«e  were  made  receivable  for  public  dues,  and  they  were  iTiade  pay- 
able at  the  public  offices  for  collection  of  the  revenue,  when  any  one 
reqoirpd  cash.  They  thus  secured  wide  acceptance  throughont  France. 
The  specie  poured  into  the  bank  coffers  and  notes  were  issued  to  a  large 
ntent  and  still  continued  in  good  credit.  In  1718,  so  great  was  its 
sQecew,  it  was  converted  into  a  National  bank,  the  Government 
porchasing  all  the  shares,  and  guaranteeing  its  liabilities. 

CoxPAinr  OP  thb  Wkst  asd  Faii^uhk  of  First  Bank  of 
Franck,  1720. 

The  bank  might  very  well  have  contlr.ied  solvent,  had  not  two 
mercantile  schemes  been  appended  to  It.  These  were  the  Comp<iny  of 
the  West  and  the  Company  of  the  Indies.  The  Company  of  the  West 
«•»»  organized  to  develop  the  resources  of  Louisiana  and  Canada. 
Enormous  speculation  in  the  shares  of  this  bubble  comp>any  ruined  the 
bank  and  it  collapsed  after  an  existence  of  four  years.  Like  the 
Panama  Canal  Company,  in  recent  times,  the  Company  of  the  West 
spread  financial  min  throughout  France.  This  collapse  also  inspired  a 
irholesome  distrust  of  all  banking  operations,  and  for  fifty  years  no 
bank  could  be  successfully  started. 

8ECOS0  Baxk  of  Franck,  1776. 

In  1778  a  bank  was  started  by  Turgot,  wliich  issued  bank  notes  to 
the  amount  of  12,000. (MX)  francs,  equal  to  its  capital.     This  Imnk  had 
»t  effect  in  encouraging  trade  during  the  period  of  the  American 
rotation.     It  became  embarrassed  by  the  revolutionary  troubles  in 
\UiA  was  closed  by  a  decree  of  the  Convention  in  1793. 

i  of  the  denomloation  of  £1  ai«  issued  by  the  Scotch  and  Irish  banks. 


msTosT  or  bankino. 


Prbseitt  Bajjtk  op  Prawcb,  1800. 

The  present  Bank  of  France  was  established  by  the  First  Napoleon; 
subscriptions  to  the  sliares  were  invited  in  1800,  and  it  began  bnainfiss 
February  20  of  that  year,  and  its  charter  has  been  renewed  from  time 
to  time.  The  shares  are  held  by  private  individuals;  the  Gtovemor  is 
appointed  for  life ;  it  is  governed  by  a  general  council  of  regents.  The 
bank  is  a  private  institution  under  the  fostering  care  of  the  Gk>v- 
erument,  and  was  created  both  as  a  fiscal  agent  and  to  meet  the 
demands  of  commerce.  It  has  a  monopoly  of  note  issues  and  can  raise 
the  rate  of  discount  when  circumstances  require  it,  but  as  a  matter  of 
fact  the  discount  rate  is  changed  less  frequently  than  that  of  any  other 
gteeA  European  bank.  The  Bank  of  France  protects  its  gold  reserve 
by  charging  a  premium  on  gold,  when  the  metal  is  demanded  for  export. 
The  issue  of  notes  is  controlled  by  the  councd,  who  report  to  the  Qov- 
emment.  Sometimes  the  latter  guarantees  a  temporary  or  excessive 
issue.  The  notes  have  no  other  security  than  the  general  assets  of  the 
bank,  although  the  Qt>vcmment  sustains  the  bank  when  necessary  with 
its  credit.  There  is  no  law  fixing  any  limit  on  the  circulation,  as  long 
as  tiie  bank  redeems  in  specie,  but  when  specie  payments  have  been 
■usptmded  and  the  Uovemment  has  permitted  the  issue  of  inocmvertible 
notra,  a  limit  is  always  fixed  to  such  issues,  as  was  done  daring  the 
Franco-IMissian  War. 

NOTK  ISSURS  OP  Bajtk  OP  Frascr. 

The  typical  principle  upon  which  the  note  issues  of  the  Bank  of 
France  are  fotinde<l  in  ordinary  times,  that  is  when  trade  is  normal  and 
there  is  no  disturbance  on  account  of  war  or  civil  contentions.  Is  the 
tnterehange  uf  materials  and  pnxiuots  among  citizens  engaged  in  trade. 
To  facilitate  this  the  Ivtnk  takes  the  evidences  of  ownership,  and  opens 
accounts  with  the  owners,  who  by  the  transfer  of  these  accounts  amc»ig 
tbemsolvw  tnuivfer  the  materials  and  pnxlucts  represented  by  the 
ac>counts.  This  may  be  done  as  in  (he  Bank  of  Venice  by  entries  on 
the  biwks,  the  (tart l«>s  appearing  in  person  and  authorizing  them;  by 
cheeks  drawn  by  the  owners  of  the  accounts,  or  by  notes  iwued  by  the 
bank,  which  art>  simply  cheeks  drawn  by  the  bank  on  itself  in  conven- 
ient deiumiinatUHis.  So  long  a»  the  Ivuik  ni^tees  do  not  exceed  the 
evidene«w  of  ownership  of  prt>perl>  pl:t(>ed  in  the  hank  and  made  over 
to  it  by  the  ownerv  in  a  fiduciary  caivtcity.  and  the  business  is  conducted 
with  wisdom  and  homu-,  the  notes  an>  perfectly  safe. 

Thr  Main  IVvxkino  I^kin'oiplr. 

This  principle  really  underlio>  all  banking,  and  the  further  precau- 
tions adop(«>vl  by  the  laws  or\>Atin);  the  Itatik  of  Kugiand  are  merely 
OMdiflcati  n;' of  it  t<>  iuMir^^  prt^^vr  uiauagement  of  the  evidences  of 
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ownership,  upon  which  bank  notes  are  based.  In  the  Bank  of  France 
no  part  of  the  property  deposited  with  it  is  set  apart  for  special  security 
of  the  circulating  notes,  but  in  the  Bank  of  England  securities  of  the 
Government,  and  gold,  the  one  a  first  lien  on  all  the  property  of  the 
country  and  the  other  itself  property,  are  set  apart  to  be  devoted  to 
the  sole  purpose  of  paying  the  notes.  The  method  of  the  Bank  of 
England  appeiurs  to  be  the  safer,  bat  the  method  of  the  Bank  of  France 
ia,  other  things  being  equal,  the  mnoh  more  economical.  The  method 
of  tiie  Bank  of  France  can  be  used  with  safety  when  the  business  is 
oondncted  by  trained  and  responsible  men  under  the  safeguard  and 
paternal  protection  of  the  State.  The  English  method  and  its  modifi- 
cations are  better  adapted  to  circumstances  and  governments  which 
foster  no  monopolies,  and  permit  all  citizens  alike  to  engage  in  any 
business  whatever  to  an  extent  not  injurious  to  the  public  good.  These 
two  systems  of  banking,  one  permitting  the  issue  of  bank  notes  without 
setting  aside  any  special  assets  or  securities  to  provide  for  their  pay- 
ment, and  the  other  requiring  such  a  segregation  of  a  part  of  the 
bank's  resources,  will  be  found  to  be  the  bone  of  contention  between 
advocates  of  different  banking  propositions.  The  principles  that  a 
certain  amount  of  bank  notes  or  of  other  paper  currency  once  in  good 
credit  will  circulate  freely  and  never  be  presented  for  redemption,  and 
that  a  certain  average  amount  of  deposits  will  lie  unused  without  being 
called  for,  are  common  to  all  systems  of  banking. 

Propkb  Functions  of  Banks. 

The  business  of  banking,  in  its  widest  sense,  is  to  collect  in  banks  or 
masses  the  capital  of  a  community,  that  which  either  is  money  or  can 
readily  be  turned  into  money,  and  upon  the  capital  so  collected  to  build 
np,  by  proper  management  and  machinery,  a  credit  which  will  extend 
and  enlarge  the  usefulness  to  the  community  of  its  actual  moneyed 
capital*  There  is  nothing  in  this  which  may  not  be  accomplislied  by 
a  private  individual,  and,  as  a  matter  of  fact,  English  and  American 
banking  grew  in  great  measure  out  of  the  business  of  the  London  gold- 
smiths. Private  business  men  and  firms  received  depo.sits,  collected  the 
moneyed  capital  of  the  community  into  masses,  and  on  the  credit  they 
gradually  obtained  issued  notes  that  passed  as  money,  thus  building  up 
a  machinery  of  credit  that  enlarged  and  extended  the  usefulness  of  the 
actual  moneyed  capital  deposited  with  them.  Joint-stock  banks  were 
a  means  of  collecting  larger  masses  of  capital  and  using  an  enlarged 
credit. 

During  the  latter  part  of  the  seventeenth  and  the  beginning  of  the 
eighteenth  century,  men  began  to  awake  to  the  possibilities  of  credit. 
At  first  its  limitations  were  not  at  all  understood.  But  financial  disas- 
t«rs  of  various  kinds  soon  inspired  caution,  and  it  was  discovered  that 

•  Banks  are  constituted  to  make  capital  circulate,  not  to  lock  it  up.— Leroy-Beau- 
Uen.  "Traits  d'feconomlo  Politique,"  111,  p.  479. 
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banking,  while  a  powerful  instrument  of  production,  mannfactores  and 
trade,  when  properly  used,  was  liable  to  great  abuses,  and  that,  to 
insure  safety  to  the  public,  it  must  be  more  securely  bound  down  by 
law  than  ordinary  occupations  or  professions.  For  this  reason  the  State 
very  early  stepped  in  with  restrictions  and  special  penalties. 

Of  all  the  functions  of  a  banl^er,  that  which  enabled  him  to  use  credit 
by  means  of  promissory  notes  was  early  found  to  be  both  the  greatest 
source  of  profit  to  the  banker  and  the  most  dangerous  to  the  community. 
It  was  most  dangerous  fur  the  very  reason  that  it  was  also  the  most 
useful.  If  all  who  chose  were  allowed  to  use  the  machinery  of  credit  in 
this  way  without  restraint,  it  was  generally  admitted  that  disastrous 
results  would  follow.  On  the  other  hand,  the  State  itself  began  to  find 
an  advantage  in  granting  exclusive  privileges  of  banking  to  companies 
or  associations.  Certain  payments  and  duties  to  the  State  were  exacted 
for  these  privileges.  There  grew  up  a  kind  of  trade  between  the  State 
and  certain  of  its  citizens,  and  to  render  these  privileges  really  exclusive 
it  lH>canie  ne<.H>iisary  tu  restrict  the  rights  of  the  individual  citizen  to 
carry  on  tlio  banking  business,  on  the  eminently  conclusive  moral 
ground  that  unless  such  rights  were  restricted  the  welfare  of  the  public 
would  Ih>  ondangi'reil. 

Oriuix  of  thk  Word  Baitk. 

At  this  point  it  may  not  bo  inappropriate  to  introduce  some  oonaid- 
erations  as  to  the  moiuiing  and  derivation  of  the  word  bank.  In  many 
dictioiiarii<«i  the  wonl  is  said  to  come  from  the  Italian  banco,  abeneh, 
and  that  the  Ixmibanl  money  changers  using  a  bench  upon  which  to 
trausact  bu^iIU'ss  as  money  chang«.>rt>,  this  article  of  furniture  became 
the  liudgnia  of  their  trade.  When  the  money  changer  failed  his  bench 
was  bn>kon,  and  hcnoe  was  derived  the  English  word  bankrupt.  If 
there  is  no  trutti  as  to  this  derivation,  then  a  great  many  dictionaries 
and  ttnanoial  antliorities  have  fallen  into  em>r. 

H.  l>.  MmcUhkI.  however,  in  his  "Theory  and  Practice  of  Bank- 
ing." says  that  tlu>  |Htpular  idea  ttiat  the  word  comes  from  the  custom 
of  the  Ijomltarils  as  alwve  stattHl  is  a  pure  delusion.  The  Italian  word 
banco  is.  he  says,  aooonling  to  Italian  authority,  derived  from  the 
Gitthic  wor\l  b^ttkck,  a  heap  ivr  mound,  and  the  word  banco  was  meta- 
phorically asi,>rilH>vl  to  a  common  fund,  or  joint -stock,  formed  by  the 
contributiiMJS  of  a  umltitudo  i»(  ptTson*. 

It  is  puritHis  to  note  that  the  very  plausible  story  of  breaking  the 
benchtf*  of  iusitlvout  Ijtxulvirds  and  the  wonl  bankrupt  supposed  to  be 
derivt^d  theivfnnu  tiavv.  |H'rtia)«(.  had  uiuoh  to  do  with  the  popular 
deluskvL  The  story  of  tUo  Iteuch-breakiiu;  of  the  Lombards  mayaa 
MtfUy  have  befn  invent  «hI  on  a^vount  of  the  Wi>rd  bankrupt  as  the  word 
derived  fn^tu  the  aUel^^l  i>ra«<tiiv.  Frvuu  the  «<«rti«.>«t  history  of  banks 
Uie  word  bank  has  cvrtoiiily  U>«nt  uiHlenttotvi  as  meaning  an  aggregatkm 
o(  eapttal. 
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BA.SKISG    IJT  THK  UWITKO   STATES  MOLDKD  BY  POPCLAR  SKNTrMBST. 

Banking  in  the  United  States  has  been  conducted  on  all  the  differ- 
described  in  the  foregoing  sketch  of  foreipu  banking,  and  on 
r  lines,  wliicU  have  grown  out  of  the  foregoing  througli  the 
xitjr  of  legislators  and  through  the  real  and  supposed  necessities 
less.  There  have  been  private  banks  and  chartered  banks,  aud 
banks  onder  general  banking  law?.  The  latter  were  the  result  of  the 
general  antipathy  of  the  American  people  to  anything  like  monopoly, 
or  tJie  gnmting  of  privilege.^  of  any  kind  to  one  class  of  citizens  that 
not  be  enjoyed  by  eitizeus  of  all  other  classes.  Notwithstanding 
I  general  laws,  however,  enacted  both  by  the  State  and  the  general 
lent,  permitting  all  citizenti  with  the  necessary  capital  to  start 
ik  to  enter  the  banking  business,  and  also  notwithstanding  the 
i;t  that  any  citizen  can  in  most  of  the  States  enter  upon  the  business 
the  banking  business  has  been  viewed  with  more  or 
lanses  of  the  people,  and  it  has  been  found  diffi- 
enlt  to  secure  banking  legislation  the  most  necessary  and  liberal  and 
bowflelAl  to  all.  because  of  the  supposition  that  all  such  legislation 
most  confer  undue  favors  on  the  possessors  of  banking  capital.  Owing 
^to  tills  fact,  and  as  the  successful  result  of  the  i.ssue  of  paper  money  by 
>  Treasary  of  the  United  States  during  the  war,  the  whole  tendency 
■  •■d  action  for  the  last  twenty  years  has  been  to  deprive  banks 
I  lited  States  of  that  portion  of  their  natural  functions  by  which 

aey  u»«e  their  credit  in  the  issue  of  circulating  notes,  and  to  give  this 
fanetion  entirely  to  the  Treasury  of  the  United  States.  Tliis  tendency 
ny  be  iafely  ascribed  to  the  abuse  of  the  note-issuing  function  by  the 
iks  themselves,  tn  the  establishment  of  the  National  banking  system, 
>  the  great  credit  of  the  Treasury,  to  the  agitation  of  the  silver  ques- 
tion, CLnd  to  the  growth  of  socialistio  ideas. 


Abuse  op  Notk-Issuino  PittvrLKOB. 

story  of  banking  in  the  various  States  before  the  war  will 
to  any  one  that  the  note-issuing  privilege  was  much  abused, 
to  the  gT«at  detriment  of  individuals  and  of  tlie  public.  Banks  were 
ttarted  for  the  sole  purpose  of  foisting  worthless  notes  upon  a  confid* 
lag  pablio.     A  writ«r  In  1841  says : 

"  The  onrrcncy  of  the  United  States  consists  of  a  smnll  amount  of  gold  Bnd  silver 
minp  mml  l^uIDon ;  a  larger  amount  of  Statc'-chtincn.'il  bank  notes,  cxcban^-able  for 
HKde ;  B  tBT  larger  amount  of  bank  notes  not  convertible  into  specie,  composed  of 
the  BOMS  of  ooa-sp<>cle  paying  baukj>,  the  notes  of  banks  of  States  other  than  those  tn 
•bkii  Ihr  DOtcst  circulated,  nnanthorizt^d  paper  of  Indiridualii,  of  oompanies  and  of 
aaoftMUnn-,  in  the  simllimdu  of  bank  notes,  Issued  and  circulated  as  money,  and 
pa«  r  'sit  huttrs,  cbvck»,  State  scrip  and  bllto  of  cixcbang«.    ♦    »    ♦    Bank 

sntrr  <>  large  a  proportion  of  the  circulating  medium  that  those  who  will 

OM  take  Lttcm  ia  payment  of  their  debts  cannot  collect  their  dues,  nor  carry  on  their 
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bnBiness  requiring  the  nse  of  money.  The  efforts  of  State  legislators  to  correct  the 
defucts  of  the  currency  most  ever  be  as  unavailing  as  tbetr  attempts  to  suppress  small 
bills  have  hitherto  proved.  Their  actions  are  desultory,  unconnected  and  temporary ; 
liable  to  the  influence  of  private  interest,  or  political  party  feeling,  that  may  var}'  In 
the  several  States  and  prevent  their  uniform  action.  All  the  States  cannot  be  expected 
to  pass  similar  laws  upon  this  subject,  simultaneously ;  consequently  the  cnriency 
might  be  changed  by  State  legislation,  but  it  could  never  be  radically  reformed. 
Some  of  the  States  have  pas.sed  laws  to  suppress  the  circulation  of  small  bills  within 
their  own  territories ;  but  their  Immediate  inundation  with  those  of  other  States,  often 
much  more  uncurrent  than  their  own,  aided  in  obtaining  a  repeal  of  the  laws  for  their 
suppression,  just  at  the  moment  when  the  neighboring  States,  from  seeing  the  advan- 
tage of  the  measure,  were  about  to  pass  similar  laws." 

Hugh  McCulloch  on  Statb  Bank  GoRBKircY. 

Hon.  Hugh  McCulloch,  in  an  address  delivered  in  1876  before  the 
American  Bankers'  Association  in  Philadelphia,  said : 

"  From  the  time  of  the  expiration  of  the  charter  of  the  United  States  Bank 
(second)  up  to  1861,  the  State  l>anks  furnished  the  country  with  Its  paper  circulation 
and  to  a  great  extent  controlled  its  business.  It  is  not  necessary  to  dwell  upon  the 
defects  of  the  State  l>ank  HyHtems,  or  the  character  of  a  considerable  part  of  the  notes 
which  the  people  were  c<)mi)cll«'<l  to  receive  and  treat  as  money.  There  were  scarcely 
two  States  in  the  Union  whotio  systems  were  alike.  In  some  States  banks  were  char- 
tered with  proper  restrictions  on  their  discounts  and  their  circulation ;  in  others  with- 
out any  such  restrictions.  In  some  there  was  individual  liability,  in  others  no  liability 
whatever,  not  even  in  cases  of  gross  mismanagement.  In  some  States  the  circulation 
.  of  the  banks  was  stmrcd,  partially  at  least,  by  mortgages  and  bonds ;  In  others  there 
was  no  security  extvpt  capital,  which  wai  frequently  a  myth.  In  some  Stat««  bank- 
ing was  a  monopoly.  In  others  It  enjoyed  the  largest  lit)crty.  The  consequence  was 
that  we  had  a  bank-note  circulation  f n-<|Uently  worthless ;  and  when  solvent,  lacking 
that  uniform  value  which  was  ntHMlttl  In  l>ui<ini-!<N  transactions  between  the  citisens 
of  different  States.  It  is  enough  to  say  that  the  circulation  of  the  State  banks  was 
entirely  unfltte<l  to  a  ••ountry  like  ours;  that  Ijy  it  the  people  were  subjected  to  enor- 
mous loHMcs,  not  only  In  the  way  of  exohaug<.-s,  but  in  the  inability  of  a  great  many 
banks  to  n-deem  their  notes." 

Statistics  of  Statk  Ba^ths. 

It  is  very  difficult  to  obtain  statistics  of  the  operations  of  the  State 
banks  prior  to  1832.  In  Jaly  of  tliat  year  a  resolution  of  the  House  of 
RepreHontatives  <lirected  the  Secretary  of  the  Treasury  to  lay  before  the 
H<>u>*o  yi>nrly  thereafter  such  statements  relating  to  banks  organized 
under  State  laws  aH  could  l>c  obtained  from  the  several  State  officials. 
Previous  to  1832,  Mr.  (iouge  says,  in  his  "Short  History  of  Paper 
Money  and  Bunking  in  the  United  States : " 

'•  Ftfforts  extfiiiliiiK  over  wvui  year>  to  i-olhrt  the  acrounts  of  the  banks  of  the 
country  ha<l  pr<iv«il  so  unsttti>fu<-t<>ry  In  nttult.t.  and  so  little  sutrcess  had  crowned 
the  labors  of  .Mr.  (.'ruwfunl,  Mr.  liallatin  and  Mr  Nllcs  In  tli<-  )>ame  dlrectioas  that  It 
was  not  thouKht  worth  while  to  urrunc<-  for  pnltUcution  th>-  niati-rials  so  provided. 
To  colUvt  and  arrange  the  acmunts  of  live  or  six  hundn-d  bank.*  which  are  or  which 
have  been  scattered  through  t  wenty-fotir  StHtcs  aiul  two  or  three  Territorlvs,  would  be 
BO  easy  task." 
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Losses  fbomc  Bad  BAiTsnra. 

The  losses  from  the  failares  of  the  banks  onder  these  iU-advised 
STstems  of  bankmg  have  never  and  will  probably  never  be  calculated. 
On  November  1,  1836,  eighty-nine  State  banks  held  over  forty-nine 
millions  of  public  deposits  and  twenty-six  millions  of  individual  deposits. 
They  had  outstanding  about  forty-two  millions  of  dollars  in  circulation. 
In  less  than  a  year  all  but  six  of  these  had  suspended.  Of  these  fail- 
ares, speaking  of  the  losses  to  the  Government  alone,  Secretary  Wood- 
bury says  in  his  report  of  September,  1837 : 

"  The  direct  losses  under  it  appear  to  be  large.  But  In  the  end  they  are  not  con- 
sidered lilieljr  to  amount  to  anything,  thoagh  the  disappointments,  delays  and  tnjtiries 
most,  it  is  manifest,  in  several  cases,  be  great.  The  indirect  losses  to  the  public 
auditors  and  contractors  have  been  considerable  and  difficult  to  be  computed." 

Notwithstanding  the  Secretary's  hope  that  there  would  be  very  little 
loss  to  the  Government,  the  Treasury  carries  a  large  portion  of  the  pub- 
lic deposits  in  these  banks  as  unavailable  funds  to  this  day.  Consider- 
ing all  the  circumstances  it  is  not  surprising  that  a  deep  and  lasting 
q)irit  of  hostility  to  State  banks  and  their  circulation  grew  up  in  the 
minda  of  the  people  of  the  United  States. 

National  Bakkutq  System,  1863. 

The  National  banking  system,  in  the  wisdom  and  uniformity  of  its 
laws  and  the  security  and  homogenity  of  its  circulating  notes,  was  the 
very  reverse  of  the  old  State  banking  systems.  The  people  quickly 
recognized,  however,  tliat  it  was  the  Government  guarantee  and  the 
Government  securities  that  gave  the  value  to  the  circulation.  As  the 
system  was  at  first  limited  in  the  amount  of  circulation  it  could  issue, 
and  afterwards,  when  the  limit  was  removed,  was  restricted  by  the  high 
price  of  bonds,  it  fell  into  great  disfavor  with  the  class  of  demagogues 
and  others  who  are  constantly  reiterating  the  demand  for  more  money. 
First  the  greenback  enthusiasts,  and  after  them  the  advocates  of  the 
free  coinage  of  silver,  have  made  National  bank  circulation  their  tar- 
get. It  was  easy  to  make  it  appear  that  by  issuing  circulating  notes  di- 
rectly instead  of  through  the  banks,  that  the  Government  might  pay  its 
bonds  and  stop  interest,  without  mentioning  disastrous  results  in  other 
directions.  At  any  rate  it  seemed  easier  to  obtain  the  issue  of  the  money 
they  wanted  directly  through  a  paternal  government  than  through 
the  banks,  and  the  result  has  been  that  silver  certificates  and  Treasury 
notes  have  since  1878  been  slowly  but  surely  driving  out  the  National 
bank  note.  The  National  system  has  accustomed  the  people  to  a  kind 
of  banking  so  superior  to  any  they  had  ever  experienced  before,  in  the 
discount  and  deposit  line,  that  it  is  not  likely,  if  the  paper  circulation  of 
the  country  is  again  to  be  issued  by  banlts,  that  it  will  ever  be  del- 
egated to  the  State  banks. 
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ISSCB  OF  PAFBR  MOHBY  BY  QOYSSLBIUXST. 

The  idea  that  the  OoTemment  should  issue  the  paper  money  as  well 
as  coin  the  gold  and  silver  has  taken  a  firm  hold  of  the  public  mind, 
and  as  long  as  the  Treasury  retains  its  present  credit  is  not  likely  to  be 
oyertumed,  although  its  disadvantages  are  known  to  financiers,  espe- 
cially that  lack  of  elasticity  which  is  the  cause  of  a  real  scarcity  of 
money  in  some  places  when  there  is  a  plethora  in  others. 


II 

BANKING  IN  THE  COLONIES,  CONTINENTAL  MONEY  AND 

STATE  BANKS. 

Issue  of  paper  money  in  Colonies  —  Massacliasetts  land  bank  —  Copy  of  English  land 
bank  —  Land  bank  started  —  Colonial  loan  banks  —  Hutchinson's  specie  banks — 
Depreciation  of  colonial  paper  in  1748— Parliament  suppresses  loan  and  other 
banks  in  Colonies  —  Forbids  use  of  paper  as  legal  tender  —  Powers  of  Conti- 
nental Congress  —  Issue  of  Continental  money  —  Jefferson's  account  of  —  Other 
authorities  —  Its  depreciation  and  final  disposition  —  Power  of  Congress  and 
States  to  establish  banks  under  Federal  Constitution — Webster's  opinion  as  to 
State  bank  notes  —  Chase's  opinion  —  Discussion  of  right  of  State  bank  to  issue 
notes. 

ISSUBS  OF  COLOOTAL  PAPER  MONET. 

The  first  issue  of  paper  money  in  the  Colonies  was  by  Massachusetts 
in  1690,  in  aid  of  the  expedition  against  Canada.  Sir  William  Phips, 
of  the  Province  of  Maine,  who  was  knighted  because  he  had  raised  a 
treasure  *  from  a  Spanish  wreck  in  the  West  Indies,  was  the  leader  of 
this  expedition,  and  it  failed  ignominiously  before  Quebec.  Previous  to 
1711  paper  money  had  been  issued  by  New  Hampshire,  Rhode  Island, 
Connecticut,  New  York  and  New  Jersey.  South  Carolina  followed  in 
1712,  Pennsylvania  in  1723,  Maryland  in  1734,  Delaware  in  1739,  Vir- 
ginia in  1755,  and  Georgia  in  1760.  These  issues  were  at  first  for  the 
benefit  of  the  Colonial  Treasuries. 

Land  Bank  Proposed. 

A  land  bank  was  proposed  in  Massachusetts  as  early  as  1701 1  and 
again  in  1714,  as  a  remedy  for  the  embarrassment  of  trade,  having  the 
right  to  issue  notes  secured  by  land.  John  Colman,  a  merchant  of 
Boston,  was  the  author  of  the  latter  scheme,  and  advocated  it  with 
much  force  and  energy.  This  was  a  copy  of  a  celebrated  proposition 
made  in  England  some  twenty  years  before,  about  the  time  of  the 
establishment  of  the  Bank  of  England.  Hugh  Chamberlayne  and  John 
Briscoe  in  1693  affirmed  to  the  English  nation  that  a  land  bank  would 
work  miracles  for  England.  These  were  to  be  effected  by  simply  issu- 
ing notes  on  the  security  of  land.  The  projectors  claimed  that  every 
person  who  had  real  property  ought  to  have  besides  that  property  paper 

•  He  recovered  £300,000  of  which  he  received  £16,000  as  his  share. 

t  A  private  bank  is  said  to  have  been  authorized  in  Massachusetts  in  1686. 
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money  to  the  full  value  of  that  property.  If  the  estate  were  worth 
two  thousand  pounds  he  ought  to  have  two  thousand  pounds  in  paper 
money.  There  could  be  no  overissue  as  long  as  there  was  in  the  coun- 
try, for  every  ten-pound  note,  a  piece  of  land  worth  ten  pounds.  Owing 
to  the  natural  difficulties  of  immediate  redemption,  the  notes  were 
to  be  inconvertible  and  a  legal  tender.  As  in  this  scheme  we  And  the 
germ  of  the  idea  that  has  so  often  revived  and  flourished  in  the  various 
forms  of  irredeemable  and  fiat  money,  and  has,  in  the  United  States, 
suggested  so  many  financial  propositions  based  on  real  estate,  and  that 
vague  term  the  wealth  of  the  country,  we  will  give  our  readers  a  por- 
tion of  the  language  of  the  petition  for  the  Land  Bank  as  it  was  first 
proposed,  which  went  so  far  as  to  be  referred  to  a  Parliamentary  com- 
mittee and  to  obtain  the  favorable  report  that  the  "plan  was  practica- 
ble and  would  tend  to  the  benefit  of  the  nation."  The  plan  was  as 
given  below : 

Pbtitioit  for  First  English  Land  Bank,  1693. 

"In  consideration  of  the  freeholders  bringing  their  lands  into  this  bank,  for  a 
fund  of  current  credit,  to  be  established  by  act  of  Parliament,  it  is  now  proposed  for 
every  £150  per  annum,  secured  for  150  years,  for  but  one  hundred  yearly  payments 
of  £100  per  annum,  free  from  all  manner  of  taxes  and  deductions  whatsoever,  every 
such  freeholder  shall  receive  £4,000  in  said  current  credit,  and  shall  have  £8,000 
more  put  Into  the  fishery  stock  for  his  proper  benefit ;  and  there  may  be  fnrUier 
£2,000  reserved  at  the  Parliament's  disposal  towards  the  carrying  on  this  present 
war.  •  ♦  ♦  The  freeholder  is  never  to  quit  the  possession  of  his  said  estate  unleas 
the  yearly  rent  happen  to  be  in  arrears." 

Parliament,  however,  was  not  so  foolish  as  to  act  on  the  report  of 
the  committee,  and  the  plan  fell  through.  In  1696,  however,  the  plan 
was  revived  in  a  less  objectionable  form.  In  spite  of  Chamberlayne's 
protestations  nobody  was  able  to  believe  that  by  simply  printing  incon- 
vertible notes  any  addition  could  be  made  to  the  wealth  of  the  nation. 
Many,  however,  were  of  the  opinion  that  a  bank  which  should  make  a 
special  business  of  advancing  money  on  land  would  be  a  benefit.  An 
act  of  Parliament  accordingly  authorized  a  loan  of  £2,664,000  to  be 
subscribed,  upon  which  the  Government  would  pay  eight  per  cent. 
The  bank  was  to  issue  notes  based  on  this  Government  indebtedneos, 
and  confine  its  operations  to  loans  on  landed  securities.  The  prospect 
of  liavingthis  bank  as  a  rival  caused  the  notes  of  the  Bank  of  England, 
then  in  the  third  year  of  its  existence,  to  fall  to  a  heavy  discount.  The 
subscription  did  not  fill  as  there  were  doubts  that  the  country  could  hus- 
tain  two  banks.  This  secured  land  bank  was  similar  in  the  business  to 
which  it  was  confined  to  a  modem  real  estate  loan  company,  liaving, 

in  addition,  the  power  to  issue  notes  to  circulate  as  money. 

■  t 

MAS.'<ACHfSKTT8   LANI)   BANK   STARTED,    1739. 

The  Massachusetts  Land  Bank  proposed  by  John  Colman  waa  an 
elaboration  of  the  English  land  bank  ideas.     In  1715  it  was  forbidden 
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by  the  ProYinoe  Coonoil,  unless  aathorized  by  the  Qeneral  Assembly, 
bat  Colman  revived  the  plan  in  1739.  The  stock  of  ttus  bank  was  fixed 
at  £150,000;  no  one  was  permitted  to  subscribe  more  than  £2,000,  nor 
less  than  £100.  The  subscribers  were  for  each  £1,000  subscribed  to  pay 
forty  shillings  in  money,  and  for  the  remainder  to  pledge  security  in 
lands  to  the  satisfaction  of  the  directors.  Circulating  notes  were  to  be 
issued  payable  in  twenty  years,  in  produce  or  manufactures,  and  five 
per  cent,  of  the  subscribed  capital  was  to  be  annually  paid  in,  in  notes 
of  the  bank,  produce  or  articles  manufactured.  The  produce  and  man- 
ofactures  comprised  the  subjoined  list:  Hemp,  flax,  cordage,  bar  iron, 
east  iron,  linens,  sheep's  wool,  copper,  tanned  leather,  flaxseed,  bees- 
wax, bayberry  wax,  sail  cloth  or  canvas,  nails,  tallow,  lumber  or  cord- 
wood,  or  logwood  from  Spain.  Although  strenuously  opposed  by  the 
Boyal  Governor,  Belcher,  £49,250  of  its  notes  were  struck  off,  and  £35,- 
588  issued  in  due  coarse,  while  the  directors  employed  £4,067  in  trade. 

COIiONIAL  LOABT  BAITKS. 

In  1715  the  Treasury  of  Massachusetts  wa£  authorized  to  issue  paper 
mcmey  to  the  extent  of  £50,000.  This  round  sum  or  aggregate  of  £50,- 
000  was  styled  "a  bank."  It  was  to  be  loaned  out  to  citizens  in  sums 
not  exceeding  £500,  nor  less  than  £50,  to  one  person,  on  mortgage  secur- 
ity, as  a  measure  of  relief  from  the  distress  then  existing  caused  by  a 
scarcity  of  money.  For  these  loans  five  per  cent,  annual  interest  was 
to  be  paid,  and  one-fifth  of  the  principal  was  to  be  returned  annually. 
This  is  a  specimen  of  the  so-called  ' '  loan  banks  "  resorted  to  as  a  means 
of  relief  in  almost  all  of  the  Colonies.  Paper  money  was  thus  issued 
by  them  for  two  purposes — to  pay  their  own  expenses,  this  kind  being 
redeemed  from  taxes;  and  to  relieve  the  people,  this  variety  to  be  re- 
paid by  the  latter  to  the  Treasury. 

Spbcik  Banks,  1733,  1739. 

Specie  banks  were  also  formed  in  1733  and  1739,  the  last  by  Edward 
Hutchinson  and  others,  in  Boston,  issuing  bUls  redeemable  in  fifteen 
years  in  silver,  to  the  amount  of  £120,000.  These  notes  did  not  do 
much  good  as  they  were  generally  hoarded  the  same  as  specie. 

Dkprkciation  of  Colowiajj  Paper  Money,  1748. 

As  in  most  all  governmental  experiments  with  paper  money,  espe- 
cially in  new  States  where  credit  is  not  well  established,  the  Colonies 
did  not  know  where  to  stop  and  the  bills  and  notes  issued,  whether  as 
loans  to  the  people  or  for  the  payment  of  public  expenses,  soon  depre- 
dated. A  part  of  this  depreciation  was  no  doubt  due  to  the  determined 
opposition  of  the  Royal  Governors,  sustained  by  the  "  men  of  the  most 
considerable  estates  and  business  "  in  the  Colonies.  In  1748  the  value 
of  one  hundred  pounds  in  coin  was  as  follows  in  eight  of  the  Colonies : 
New  England,  £1,100;  New  York,  £190;  New  Jersey,  £180  to  £190; 
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Pennaylvania,  £180;  Maryland,  £200;  North  Carolina,  £1,000;  South 
Carolina,  £760;  Virginia,  £120  to  £125. 

Parliament  Forbids  Banks,  1740. 

Id  1740  Parliament  extended  to  the  American  Colonies  the  provis- 
ions of  the  previous  Act  of  1720,  which  prevented  the  formation,  in 
England,  of  all  companies  for  the  purpose  of  issuing  paper  money. 
The  Massachusetts  land  and  specie  banks  were  compelled  to  wind  up 
under  this  act.  In  1751  Parliament  went  a  step  further  and  forbade  the 
use  of  legal-tender  paper  money  issued  by  the  Colonial  Treasuries, 
although  later  it  permitted  the  currency  of  its  own  issue  to  be  re- 
ceived by  each  of  the  Treasuries.  This  interference  by  Parliament  with 
the  right  of  the  colomsts  to  avail  themselves  of  the  supposed  blessings 
of  paper  money  either  directly  by  their  Treasuries  or  by  means  of  banks, 
excited  the  most  intense  indignation,  and  was  one  of  the  causes  that 
led  to  the  final  outbreak. 

First  Coxtiskxtal  Congress  in  1774. 

When  the  Revolutionary  War  broke  out  no  one  appears  to  have 
thought  of  a  bank  to  conserve  the  resources  of  the  country  and  give 
credit  to  its  paper.  The  great  re!<ult8  accomplished  by  the  men  of  that 
period  have  obscured  what  might  have  been  done.  The  first  Conti- 
nental Congress  met  on  September  5,  1774.  From  that  date  until  1781, 
when  the  Articles  of  Confederation  were  ratified  by  the  several  Colonies 
or  States,  and  went  into  effect,  the  Congress  acted  upon  authority, 
derived  not  from  tlie  Colonies  as  such,  but  from  tlie  people.  Its  power 
was  supported  by  the  signing  of  Articles  of  Association  by  the  people 
throughout  the  country  stopping  the  importation  of  goods  from  Great 
Britain  and  the  exportation  of  goods  to  that  country,  the  use  of  such 
goods,  and  the  slave  trade,  and  by  {Hissing  an  act  calling  upon  the  peo- 
ple to  su.stain  by  force  what  they  had  agreed  to  by  signing  the  articles. 
Its  power  was  consolidated  by  the  action  of  the  people  and  the  provin- 
cial congresses  compelling  it  to  assume  the  conduct  of  the  war.  Until 
the  Articles  of  Confederation  went  into  effect  the  Continental  Con- 
gress, although  acting  with  great  moderation,  really  possessed  as  much 
powtT  as  the  revolutionarj-  a.sseuibly  of  France.  Although  this  was 
so.  the  Congress  never  attempted  to  lay  taxes,  contenting  itself  with 
recommending  to  tlie  States  to  lay  .such  taxes  as  were  necessary  to  sup- 
ply financial  strength  to  the  united  <TOvernnient.  From  this  lack  of 
assumption,  however,  of  powers  it  might  have  exercise<l  with  the  con- 
sent of  the  people,  there  came  u  gradual  weakening  of  the  credit  and 
authority  of  the  general  (iovernmoiit,  culminating  in  the  Articles  of 
Confederation  aK»erting  the  authority  and  sovereignty  of  the  States 
which.  In  the  meantime,  had  formed  themselves  from  the  colonial  gov- 
ernments. 
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COWTINBWTAL  MONBT,   1775. 

The  Continental  money  was  issued  in  anticipation  of  fands  to  be 
received  from  the  taxation  tliat  Congress  from  time  to  time  recom- 
mended tlie  several  Colonies  or  States  to  lay  for  the  benefit  of  the 
common  Treasury.  A  connection  may  be  traced  between  its  deprecia- 
tion and  the  gradually  weakening  power  of  the  Continental  Congress. 
In  regard  to  this  money  Jefferson  says: 

"  At  the  commencement  of  the  late  Revolution  Congress  had  no  money.  The 
external  commerce  of  the  States  being  suppressed,  the  farmer  could  not  sell  his  pro- 
dace,  and,  of  coarse,  could  not  pay  a  tax.  Congress  had  no  resource  then  but  in 
paper  money.  Xot  being  able  to  pay  a  tax  for  its  redemption,  they  could  only  prom- . 
ise  that  taxes  should  be  laid  for  that  purpose,  so  as  to  redeem  the  bills  by  a  certain 
day.  They  did  not  foresee  the  long  continuance  of  the  war,  the  almost  total  sup- 
pression of  their  exports,  and  other  events  which  rendered  the  performance  of  their 
engagementB  impossible.  The  paper  money  continued  for  a  twelvemonth  equal  to 
gold  and  silver ;  but  the  quantities  which  they  were  obliged  to  limit  for  the  purpose 
of  the  war  exceeded  what  had  been  the  usual  quantity  of  the  circulating  medium. 
It  began,  therefore,  to  become  cheaper  or,  as  we  expressed  it,  it  depreciated,  as  gold 
and  silver  would  have  done  had  they  been  thrown  into  circulation  in  equal  quanti- 
ties. But  not  having,  like  them,  an  Intrinsic  value.  Us  depreciation  was  more  rapid 
'  and  greater  than  could  ever  have  happened  with  them.  In  two  years  it  had  fallen 
to  two  dollars  of  paper  money  to  one  of  silver ;  in  three  years  to  four  for  one ;  in 
nine  months  more  it  fell  to  ten  for  one ;  and,  in  the  six  months  following,  that  is  to 
say,  by  September,  1779,  it  had  fallen  to  twenty  for  ono." 

Attempts  to  Stop  Depreciation. 

Congress,  alarmed  at  the  consequences  which  were  to  be  apprehended 
should  they  lose  this  resource  altogether,  thought  it  necessary  to  take 
a  vigorous  effort  to  stop  Its  further  depreciation.  It  was  therefore  de- 
termined, in  the  first  place,  that  the  emissions  should  not  exceed  two 
hundred  millions  of  dollars,  which  sum  had  then  been  almost  reached, 
and  though  Congress  knew  that  twenty  dollars  of  the  money  then  be- 
ing issued  would  buy  no  more  for  the  army  than  one  silver  dollar  would 
buy,  yet  it  was  thought  it  would  be  worth  while  to  submit  to  the  sac- 
rifice of  nineteen  out  of  twenty  dollars  if  thereby  further  depreciation 
eould  be  prevented.  The  members  of  Congress  therefore  published  an 
address  to  their  constituents,  in  which  they  renewed  their  original  dec- 
laration, that  this  paper  m<mey  should  be  redeemed  at  dollar  for  dol- 
lar. They  proved  the  ability  of  the  States  to  do  this,  and  that  their 
liberty  would  be  cheaply  bought  at  this  price.  The  declaration  was 
ineffectual.  No  man  received  the  money  at  a  better  rate.  On  the 
contrary,  the  events  that  followed  are  thus  described: 

"In  six  months  more,  that  i.s,  by  March,  1780,  it  had  fallen  to  forty  to  one. 
Consrress  ?hen  tried  an  experiment  of  a  different  liind.  Considering  their  former 
offers  t<i  redeem  this  money  at  par  as  relinquished,  by  the  general  refusal  to  take  it, 
but  in  progressive  depreciation,  they  required  the  whole  to  be  brought  in,  declared 
it  ah^ld  be  redeemed  at  its  present  value  of  forty  for  one,  and  that  they  would  give 
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to  tho  holder  new  bills,  reduced  In  tbetr  denomination  to  the  snm  of  gold  or  silrer 
which  was  actually  to  be  pnid  (or  them.  Tills  would  nxluc*  th«  nominwl  snm  i»f  Iho 
moss  in  circulation  to  tlit-  im'stMU  worth  of  that  oia!«!i,  which  was  five  inlllion».  a  sum 
not  too  great  for  the  clrculatiuu  of  the  Siat»i,  and  which  they  tlicrvfort  hopol  would 
not  depreciate  further,  oit  they  continued  Urm  in  their  purpose  of  umiitliig  nu  more. 
This  effort  waa  as  unaraiUng  as  the  former.    Very  little  of  the  money  was  brought  in. 

COXTISKSTAIi   MOJfBT  C'KASES  TO  ClRCULATK,  1780-81. 

It  continued  to  clrculato  and  depreciate  til!  Ihe  end  of  1780,  when  It  bad  (alien  to 
acvcnty-llve  for  uni- ;  and  tho  money  elreuluteU  trom  the  French  army  being,  by  that 
time,  NeiixiUIr  In  all  (if  (he  Hialiw  north  of  the  ruioiuae,  the  paper  ceaaed  iit«  rircu- 
latlon  ultotrelher  in  Ihotie  Statea.  In  Virginia  and  North  Carolina  It  continued  ii  year 
longer,  wiihin  which  time  it  fell  to  1,000  lo  I,  and  then  cspire<l,  lut  it  had  dune  in  the 
other  States,  without  a  groan.  Not  a  luurmur  wum  hctird  on  this  oeeaxiou  urncmg 
the  people.  On  the  contrary  universal  coneratulatlonH  totjk  pluee  on  their  MV'lug 
tbla  Klgantlc  maw,  who.<Wf  di8»olutlou  IumI  threatened  convulsionit  which  ahould  ebakc 
tbdr  Infant  Confederacy  to  ita  center,  quietly  Internal  In  its  grave." 

In  addition  to  the  two  bundled  inillionB  of  paper  money  issued  by 
the  Continental  Congress,  two  hundred  niiliions  mure  are  e(<tiuiated  by 
Jefferson  to  hare  been  issued  by  the  Colonies.  Naturally  tliin  addi- 
tional flood  of  iuoouvertlble  paper  did  not  retard  the  depreciation. 

rrxnrxo  of  RBVOLiTnojfART  Dkbt,  1790. 

Although  Jefferson  says  that  the  Continental  paper  was  never  re- 
deemed, yet  the  »nbeme  for  the  funding  of  tlie  Revolutionary  debt, 
drawn  up  by  Hamilton  and  approved  by  the  Federal  Congress  in  1790 
provided  for  tlie  funding  of  Huch  portion  of  the  ContinentjU  cnrrenfy 
as  was  then  in  existence,  accepting  one  iiundred  dollars  for  one.  How 
much,  if  any,  was  funde<l  in  this  way  does  not  appear. 

AXOVirr  A5D  VAtOB  OF  the  IsSCBS  of  CONTIMKJfTAI.  CtTKBKMCT. 

Other  authorities  than  Jefleraou  phioe  the  amount  of  the  issues  of 
Continental  money  much  higher.  Joseph  Nourse,  RegiHt«r  of  the 
Treasury  in  IH^,  plaoi>8  it  at  ^1,552,780.  The  amount  as  given  ia 
the  Treasury  statement  of  1843  was  •242,100,176,  The  aggregate 
from  this  correnoy  was  estimated  by  Secretary"  Woodbury  at  f  19<5,( 
000.  This  last  estimate  docs  not  agree  very  well  with  Jefferson's  esti- 
auttethnt  the  real  value  of  the  •SlKXIM^O.OCK)  of  Continental  money  at 
the  time  of  its  emission,  tiio  value  at  wliicli  it  was  tAln-n  by  the  {xjople 
for  supplicK,  was  $36,316,719  in  8p<>cie.  The  d<-]irei'in(ion  tut  i( 
from  hiuul  to  band  among  the  |>eoplo  was  gradual,  eudi  holder  Ic 
a  port,  until  the  holders  in  whom-  IuukIh  it  fnpinnl.  an  JHIerson  Miy% 
"without  a  groan,"  liad  nut  mucii  left  t<i  ■■ompluln  of. 

If  CongniiH  in  177S-7G,  with  tiie  atnple  power  it  tliou  possAned,  had 
fterted  such  a  bank  as  Hamilton  deMigned  afterwards,  holding  the 
ipecie  In  the  oountry  mud  tliat  obtained  by  the  Prenob  sabalwos  and 
kMUu  a*  a  reserve,  ample  fliianciaJ  resourrex  for  the  war  might  hJlvo  no 
doubt  been  found  in  notes  Issued  by  such  an  institution  aide* I  '„lp  by 
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I  t*i60  received  from  the  Colonies.     It  Is  probable.  Iiowever,  if  thta 

eoWM  had  \jeeu  followed.  Congress  woald  have  gained  power  cnntin- 

[wdly,  and  the  importance  of  the  separate  Colonies  woald  have  diinin- 

|Uhed,  no  that  at  the  close  of  the  Revolutiouury  War  the  States  would 

■  luTe  lort  the  power  to  resist  the  tendency  to  one  strong  centralized 

igovemment.     As  it  was  the  States  grew  in  importance,  and   after  1781 

lehowed  a  predominauoe  that  rendered  the  central  Government  almost 

powerless  for  good.     This  led  to  the  adoption  of  the  Constitution  of 

1789.  In  which  the  powers  of  the  central  Govemiuent  aad  the  States 

were  justiv  balanced,  the  one  agaioBt  the  other. 

FBDKRAIi   COXSTITIJTION,    1789. 

The  Federal  Constitution,  which  went  into  operation  in  1789,  no- 

{ where  forbids  the  States  to  grant  power  to  establish  banks  within  their 

borders,  nor  does  it  anywhere  in  specific  terms  grant  the  power  to  the 

Federal  Government  to  charter  a  bank  or  banks  to  do  business  within 

1  the  States.     Congress,  however,  within  two  years  after  the  inaugura- 

[itioD  of  the  new  Government  decided  that  under  the  Constitution  it  had 

to  charter  a  bank,  and  did  in  January.  1791,  chtirter  the  first 

of  the  United  States.     The  Supreme  Court  has  affirmed  the  con- 

I  (titutionality  of  this  decision.     The  Constitution,  however,  grants  to 

th*  Federal  Government  the  excl  usive  right  to  coin  money.     It  deprives 

tlie  States  of  this  right  and  forbid.^  them  to  emit  bills  of  credit.    It  does 

not  forbid  the  United  States  to  emit  bills  of  credit,  but  a  permission  to 

I  this  effect  was  struck  out  of  the  original  draft  as  unnecessary,  and  as 

being  liable  to  misconstmction  and  abuse. 

Webster's  Opinion  as  to  State  Bake  Notes. 

'It  has  been  held  that  the  laek  of  power  of  a  State  to  coin  money, 
taken  in  connection  with  tlie  prohibition  of  the  emission  of  bills  of 
icredit,  prevents  the  issue  of  paper  money  by  banks  chartered  by  the 
I  State  as  well  as  the  issue  of  paper  money  by  the  State  itself.  This  view 
[was  held  by  Daniel  Webster  in  his  speech  on  the  Bank  of  the  United 
IStates,  on  the  g-lth  and  28th  of  May,  1832,  and  hi.s  arguments  are  quoted 
[with  oomiuendation  by  Mr.  Justice  Story  in  liis  (.:ommeutarie8  on  the 
ICoastitudou  as  follows : 


"|i  will  »K-  i  'OH  that  thifl  (the  power  to  coin  moDey)  Id  an  pxdasive 

»rv  III  (?f>nui'  tiv  )>finK  oxpre».<«l>'  prcihibititj  from  cninin^  money.     And 

.  iiiiLit'nt  st^tL-Mtuan  that  It  U  dlfUi-.utt  lo  tiuiintaiii  on  the  t»cv  ot 
atid  liiilep«indt.>iit  of  lung-coat Inued  practice,  the  doctrlno  that 
It  lltn-rty  to  coin  money,  can  nutliorize  th<;  i:irculation  of  bank 
ill.    ilia  reasonint;  ilcstTves  ^mve  consideration  and  to  the  (ol- 
t .    1 IV  .-MatfR  oaiiiior  coin  mout-y.    Can  ibuy  then  coin  that  which  be- 
Ibe  aolual  and  aliti'mt  universal  sulmtitute  for  money?    Is  not  thr  right  of 
■       :  d  lor  circulBlion  in  the  place  and  as  the  reprcseuimive  of  me- 
d  ItiiTi'lj  from  the  powei  of  i-oiuinut  and  rvjpilalinjt  Ihe  mt'tal- 
'  'vngnnf,  if  it  did  not  i>os««ie  the  power  of  eoluitig  money  and 
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regnlatiiig  the  valne  of  foreign  coins,  create  a  bank  with  the  power  to  circnlata  bills  r 
It  would  be  difficult  to  make  it  out.  Where  then  do  the  States,  to  whom  all  control 
over  the  metallic  currency  is  altogether  prohibited,  obtain  this  power  ?  It  is  true  that 
In  other  countries  private  bankers,  having  no  legal  authority  over  the  coin,  issue 
notes  for  circulation.  But  this  they  do  always  with  the  consent  of  the  Government, 
express  or  Implied ;  and  Government  restrains  and  regulates  all  their  operations  at 
its  pleasure.  It  would  be  a  startling  proposition  in  any  other  part  of  the  world,  that 
the  prerogative  of  coining  money  held  by  the  Government  was  liable  to  be  defeated, 
counteracted,  or  impeded  by  another  prerogative  held  in  other  hands  authorising  a 
paper  circulation.  It  is  further  to  be  observed  that  the  States  cannot  issue  bills  of 
credit,  not  that  they  caimot  make  them  a  legal  tender,  but  that  they  cannot  issue 
them  at  all.  This  is  a  clear  indication  of  the  intent  of  the  Constitution  to  restrain  the 
States  from  establishing  a  paper  circulation,  or  from  interfering  with  the  metallic 
circulation.  Banks  have  been  created  by  States  with  no  capital  whatever,  their  notes 
being  put  in  circulation  simply  on  the  credit  of  the  State.  What  are  the  issues  of 
such  banks  but  bills  of  credit  issued  by  the  State." 

Chase's  Opinion  as  to  State  Bank  Notes. 

Hon.  Salmon  P.  Chase,  when  Secretary  of  the  Treasury,  in  his  Te- 
port  to  Congress  of  December  9,  1861,  expressed  similar  views.  Both 
of  these  eminent  statesmen,  however,  may  be  said  to  have  approached 
this  important  subject  with  the  bias  of  advocates.  Webster  desired  to 
have  the  State  banks  give  way  to  the  Bank  of  the  United  States,  and 
Chase  desired  to  clear  the  field  for  the  National  banking  system. 

COSSTITt'TIOSAUTT  OK  STATE  BANK  NOTES  CONSIDERED. 

If  the  issue  of  notes  by  banks  is  permitted  to  economize  the  use  of 
real  money,  and  such  is  the  true  function  of  the  bank  note,  the  issues 
in  no  way  interfere  with  the  function  of  the  Government  to  coin  and 
regulate  real  money.  No  doubt  if  tlie  Fe<1eral  Government  charters  a 
bank  it  has  the  right  to  regulate  how  it  shall  perform  its  functions,  even 
that  of  issuing  notes.  The  Government  creating  it  can  say  just  what 
functions  the  bank  may  perform,  whether  it  shall  issue  notes  at  its  own 
discretion,  under  certain  rei>trictions,  or  not  at  all.  But  if  it  grants  a 
charter  to  a  bank  simply  to  perform  all  the  natural  functions  of  a  bank 
without  restriction,  then  the  bank  so  cliartered  would  have  the  right 
to  issue  notes.  If  a  State  has  the  right  to  charter  a  bonk  at  all,  such 
bank  has  the  right,  from  the  mere  fact  of  its  being  a  bank,  to  issue 
circulating  notes,  because  such  notes  are  a  use  of  its  credit.  Webster 
a<IniitM  that  private  banks  do  is.«ue  paper  money,  and  he  miglit  have 
adde<l  that  they  issued  money  long  before  the  Government  chartered 
any  l>ank.  The  difficulty  springs  from  the  misconception  that  bank 
notes  or  any  kind  of  notes  are  money.  They  are  substitutes  for  real 
money  invented  to  economize  the  use  of  the  latter.  Wliile,  of  cotu'se, 
the  (iovcnuuent  has  a  right  to  regulate  them,  to  tax  them,  and  even  to 
■top  their  issue,  it  is  not  becaus«>  the  (iovemment  has  the  sole  right  to 
coin  money,  but  because  it  has  the  right  to  regulate  business  generally 
for  the  welfare  of  all.     Under  the  Constitution  the  States  have  no  ri^t 
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Itocoin  mofi«y.     The  j  con  Id  not  ctiArt«r  banks  to  com  money.     But 

llNuiks  do  uot  coin  money,  they  simply  issue  promisea  to  pay  money. 

[The  Constitution  forbids  States  to  emit  bills  of  rrcdit;  tbat  ia  to  issue 

[the  promise  to  pay  of  the  State,  but  it  nowhere  forbids  them  to  char- 

\%&T  banks  to  issue  bills  on  the  credit  of  a  enpital  <if  their  own.     These 

luuiks  onre  cli.irtered,  uiilens  strictly  forbidden  to  issue  notes,  would 

have  a  riKht  to  do  so,  because  issuing  notes  is  n  part  of  the  banking 

[bosinta^.     Of  coun>e,  a  bank  put  forward  without  other  capital  than 

Itlie  credit  of  the  State,  issuing  notes  Involving:  the  faith  of  the  State, 

and  desijfi)e<l  to  circulate  as  money  on  the  ereiiit  of  the  State  in  the 

ofiliniiry  coursie  of  business,  would  be  an  uucouhtitutional  bank.     But 

11  the  State  ehartered  a  bunk  aud  furnished  the  oapit/U  either  as  a  gift 

to  (he  bank  or  retaining  ownership  of  the  stock,  and  this  <^pitaJ  was 

laetoally  paid  in,  and  there  was  no  further  liability  of  the  State,  then 

it  would  appear  that  the  notes  of  such  a  bank,  nut  being  based  on  the 

faith  or  cre<iit  of  the  State,  but  upon  capital  actually  paid  in,  might 

.not  be  unconKtitutlonal.     In  other  words  it  would  not,  under  decisions 

of  the  Supreme  Court,  be  mieonstitutional  for  a  State  to  charter  a  bank 

and  subscribe  to  the  whole  or  a  portion  of  its  stock,  nor  would  the 

Dotes  issued  by  such  a  bank  bo  unconstitutional. 

POWBR   OF    THE    FeDKKAL    GoVKRNMBIST  TO  TAX    StATK    BaSK 

Notes. 

.\dmittinK,  therefore,  that  the  States  have  the  power  to  charter 
bank^,  and  that  the  issue  of  circulation  by  such  banks,  when  uot  for- 
Ibldden  by  the  terms  of  the  charter,  is  not  unconstitutional,  the  Fed- 
'  rral  fJovemment,  as  has  been  decided  by  the  Supreme  Court,  has  the 
power  to  tax  these  notes.     It  appears  from  the  foregoingconsideratiiMis 
tbat  this  power  to  tax,  while  it  may  easily  be  deduced  from  the  power 
to  regulate  eouuueree,  cannot  justly  be  deduced  from  any  power  given 
to  Congress  by  the  Constitution  to  regulate  the  currency  other  than 
[gold  or  silver   coin.      Any  argument  that  Congress  has  power  to 
(regulate  the  currency  as  such,  because  it  has  exclusive  right  to  coin 
Igold  and  silver,  .ippean  to  be  based  on  the  confusion  of  promises  to 
I  pay  money  with  real  money.     The  right  of  Congress  to  authorize  legal- 
1  lender  nolea  is  bastid  on  altogether  different  provisions  of  the  Consti- 
tution.    There  seems  to  be  little  doubt  that  the  practice  of  the  States, 
followed  an<l  aoquie»*ced  in  since  tlie  beginning  of  the  Government,  to 
[diarter  banks  M-ith  the  right  to  issue  notes,  is  constitutiomU ;  and  also 
Itluil  Congress  ha«  the  right,  under  the  power  to  regulate  commerce,  to 
itax  Iheiie  notes  or  otherwise  regulate  their  issue.     The  degree  of  taxa- 
[titin  i*.  of  eour»e,  a  question  of  policy  about  which  opinions  dilTer. 
iTaiaUon  impos'-d  by  Congress  to  the  extent  practiced  with  regard  to 
ifitate  tiauk  circulation,  if  sustained  by  the  Supreme  Court,  might  very 
Y^nlX  orertoru  almost  any  of  the  coiamercial  relations  of  a  State  gov- 
enl,  whore  they  »*©med  to  involve  commerce  with  other  States. 
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Dbcisions  op  Unitbi)  Statbs  Supbbmk  Coubt. 

The  Snpreme  C!ourt  of  the  United  States,  in  Briscoe  vs.  Bank  tf  Km- 
tuaky  (11  Peters,  257),  held  that  a  note  "issued  by  a  State,  involving 
the  faith  of  the  State,  and  designed  to  oiroolate  as  money  on  the  credit 
of  the  State  in  the  ordinary  course  of  business,  is  a  bill  of  credit." 
Other  decisions  of  the  Supreme  Court  {Ora^  vs.  Missouri,  4  Peters, 
410;  Byrru  vs.  Missouri,  8  Peters,  40)  hold  "that  certificates  issued 
by  a  State  in  sums  not  exceeding  ten  dollars  nor  less  than  fifty  cents, 
receivable  in  payment  of  taxes,  the  faith  and  credit  of  the  State  bdng 
pledged  for  their  redemption,  are  bills  of  credit  within  the  prohibitk» 
of  the  Constitution." 


ROBERT   MORRIS. 
Xiovu  1734;  dif.l  ISOC. 
I  NuTK.  -    The.  .into  of  tbc  birth  of  Mr.  Morris  w  iacorrcctly  stated  on 

I'iuancior  oi  tli(:>  Aiiiori(;ati  Revolution;  i^aperiiitendont  of 
Fiiiaiioe,  1781  ;  United  States  Senator  froiu  Pennsylvania, 
1 78'.1  !);•). 

Sii-  tii()i,'ni|iliii-al  ski-tcli,  iiatri'  li7. 
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toi  r  •       —  Bank  of  North  America  chartered  by  Coutlnenta]  ConKiHiss  —  8al>- 

lu  Bid  of  Rcvulution  —  Thomas  Paiuc  —  SkeUih  of  Roliert  Morris — 
1  —  DwIiKn  of  Robt'rt  Morris— Bank  of  North  Amt'rica  — 
-  Charter  from  PennBylvania  —  Sulwwiuent  hiMlor)-  —  Bo- 
.Niiiuiiijii  ijiiiik  —  CoMderaiions  —  First  Bank  of  I'nited  States — Hamil- 
ir»*|Mirt  l>>  0>uiCTf«ii  —  Opposition  —  Constttutioiiallty  —  Opinions  of  Ilamil- 
ie^BtTfoti  ami  Rnnilf>lt>h  — t-'omUtion  in  180tt-18U  —  Slcetch  of  Alexander 
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Mr.  Pallat'  Ufr 

FiRfiT  PERMANR27TLT-ORaAiriZR»  BAITK. 

^  The  Continental  Congress  of  the  thirteen  origmal  States  granted 
:  one  b>ank  charter,  a  perpetual  one  to  the  Bank  of  North  America, 
of  PltiUdelpbia :  and  tluH  charter,  it  is  claimed  by^  the  bank,  is  still  in 
(DJstenp*^  and  in  force  at  the  present  day.  After  the  adoption  of  the 
Federal  Coiutitution.  and  the  inauguration  of  the  (ioveminent  under 
it  In  ITVii,  the  tirwt  Bunk  of  the  United  States  was  ehiirtered  f<jr  twenty 
ytsuv.  The  frtinchises  of  this  institution  terminated  by  limitation  in 
tbiM  jreair  1811,  and  were  not  renewed.  A  second  Bank  of  the  United 
Btalea  was.  however,  chartered  in  181C  for  a  like  period  of  twenty  years. 
Al  the  end  of  this  teriu  u  renewtil  of  its  franchises  was  refused  to  the 
b«»i  ''II  went  into  liquidation,  and  terminated  its  existenceas 

a  Iving  institution.     Its  stockholders  and  directors,  how- 

e*  t  '  ed  a  charter  from  the  State  of  Pennsylvania,  under  which 

It  i:i:.:...u.'A  to  do  biisinesb  for  some  years  longer  until  its  flnal  failure 
tn  Ifill.  From  this  last-mentioned  date  until  February  25,  1863,  there 
were  oo  luinks  in  tlie  United  States  doing  business  under  Federal  laws 
eix<^pt  on.'  nr  two  aniall  institutions  in  tlie  District  of  Columbia.  Dur- 
Uir^'  ipts  were  made  to  enact  a  law  authorizing  a  Bank 

ol  The  question  of  bauk  or  no  bank  was  a  party 

•1)1'  The  propuMed  measures  failed  to  secure  the  approval  of 

the  .  ..  -.-i.  ut.  Some  of  the  time  the  Government  managed  its  finan- 
ces thnnigh  the  State  banks,  and  sub«e()uently  by  means  of  the  Inde- 
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Introdactory  —  Bank  of  North  America  chartered  by  Continental  Congress  —  Sub- 
scription in  aid  of  BeTOIution  —  Thomas  Paine  —  Sketch  of  Robert  Morris  — 
Hamilton's  proposal  —  Design  of  Robert  Morris  — Bank  of  North  America  — 
Specie  from  France  —  Charter  from  Pennsylvania  —  Sabseqnent  history  — Be- 
comes National  bank  — Considerations— First  Bank  of  United  States  — Hamil- 
ton's report  to  Congress  —  Opposition  —  Constitutionality  —  Opinions  of  Hamil- 
ton, JelTerson  and  Randolph— Condition  in  1809-1811— Sketch  of  Alexander 
Hamilton  —  Application  for  renewal  of  charter  —  Report  of  Mr.  Gallatin  —  Sketch 
of  Mr.  Gallatin  —  Stock  held  by  foreigners  —  Debates  on  renewal  of  charter — 
Clay's  position  —  Refusal  to  recharter  —  Liquidation  of  bank  and  disposition  of 
its  assets  — State  banks,  increase  of— Secretary  Dallas  appointed— Sketch  of 
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PmsT  Pekmaneittlt-Oroaitizbd  Bawk. 

The  Continental  Congress  of  the  thirteen  original  States  granted 
bat  one  bank  charter,  a  perpetual  one  to  the  Bank  of  North  America, 
of  Philadelphia;  and  this  charter,  it  is  claimed  by  the  bank,  is  still  in 
existence  and  in  force  at  the  present  day.  After  the  adoption  of  the 
Federal  Constitution,  and  the  inauguration  of  the  Government  under 
it  in  1789,  the  first  Bank  of  the  United  States  was  chartered  for  twenty 
years.  The  franchises  of  this  institution  terminated  by  limitation  in 
the  year  1811,  and  were  not  renewed.  A  second  Bank  of  the  United 
States  was,  however,  chartered  in  1816  for  a  like  period  of  twenty  years. 
At  the  end  of  this  term  a  renewal  of  its  franchises  was  refused  to  the 
bank,  which  then  went  into  liquidation,  and  terminated  its  existence  as 
a  National  banking  institution.  Its  stocliholders  and  directors,  how- 
ever, accepted  a  charter  from  the  State  of  Pennsylvania,  under  which 
it  continued  to  do  business  for  some  years  longer  until  its  final  failure 
in  1841.  From  this  last-mentioned  date  until  February  25,  1863,  there 
were  no  banks  in  the  United  States  doing  business  under  Federal  laws 
except  one  or  two  small  institutions  in  the  District  of  Columbia.  Dur- 
ing this  period  attempts  were  made  to  enact  a  law  authorizing  a  Bank 
of  the  United  Stat««.  The  question  of  bank  or  no  bank  was  a  party 
shibboleth.  The  proposed  measures  failed  to  secure  the  approval  of 
the  President.  Some  of  tlie  time  the  Grovernment  managed  its  finan- 
ces through  the  State  banks,  and  subsequently  by  means  of  the  Inde- 
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pendent  Treasaiy.    In  1863  the  National  banking  system  went  into 
operation,  and  has  continued  until  the  present  time. 

Bank  of  North  America  asd  Action  op  Thouas  Paine. 

The  Banic  of  North  America,  at  Philadelphia,  the  first  permanently- 
organized  bank  in  the  United  States,  and  also  the  first  that  had  any 
direct  relation  to  the  Government,  commenced  operations  on  January 
7,  1782;  but  before  that  date  there  were  attempts  to  establish  similar 
institutions,  one  of  which  was  successful  for  a  time.  In  1780,  occurred 
the  darkest  days  of  the  Revolutionary  War.  The  army  was  in  great 
distress.  Washington  reported  it  as  lacking  the  common  necessaries 
of  life  and  on  the  verge  of  mutiny.  Thomas  Paine,*  then  Clerk  in 
the  Pennsylvania  Assembly,  in  a  letter  to  Blaur  McClenachan,  sug- 
gested a  subscription  for  the  relief  of  the  army,  and  enclosed  a  con- 
tribution of  (500.  A  meeting  of  patriotic  citizens  was  held  on  June  7, 
1780,  at  the  Coffee  House,  among  whom  Robert  Morris  and  Mr.  McClen- 
achan were  prominent,  and  it  was  resolved  that  a  subscription  should 
be  started,  "  to  be  given  in  bounties  to  promote  the  recruiting  serrioe 
of  the  United  States."  Four  hundred  pounds  in  hard  money  and 
£103,360  in  Continental  money  were  raised  in  nine  days.  The  distress 
and  danger  were  soon  increased  by  the  news  of  the  capture  of  Charles- 
ton by  the  enemy,  and  the  necessity  of  extending  the  plan  of  assistance 
was  at  once  seen.  Another  meeting  t  was  called  of  the  subscribers  and 
other  citizens,  which  was  held  on  June  17,  and  the  original  plan  was 
abandoned.  In  its  place  it  was  resolved  to  open  a  security  "subscrip- 
tion to  the  amount  of  three  hundred  thousand  pounds  Pennsylvania 
currency,  in  real  money. "  Bonds  were  to  be  executed  by  the  subscrib- 
ers to  the  amount  of  their  subscription  to  form  the  capital  of  the  so. 
called  bank.  The  full  amount  was  soon  subscribed  by  ninety-two  per- 
sons in  amounts  varying  from  one  to  ten  thousand  pounds,  Robert 
Morris  and  Blair  McClenachan  each  subscribing  the  latter  sum.  It 
was  called  the  I'ennsylvania  Bank.  Ten  per  cent,  of  the  subscriptions 
were  to  be  paid  at  once  and  the  balance  from  time  to  time  as  required. 
Notes  were  to  be  issued  bearing  interest  at  six  per  cent.,  and  the  credit 
of  the  bank  or  association  of  subscribers  was  to  be  used  to  borrow 
money.  All  sums  borrowed  or  received  from  Congress  were  to  be  ap- 
plied to  meeting  notes  and  expenses  of  the  bank  and  purchasing  and 
transporting  supplies  of  provisions  and  rum  for  the  use  of  the  Conti- 
nental anny.  Congress  was  notified  that  the  institution  had  been 
organized,  and  awaited  recognition  and  co-operation. 

Revolctiosart  Si: bscription  Bank. 

In  response  to  this  intimation  Congress  appointed  a  committee  of 
three  to  confer  with  the  directors  of  the  organization;  and  this  com- 

•Pmioe'x"  Diwwrtation*  on  novcrnment,"  Pbiladclphta,  17811.  pp.  17.  !& 
f  "  HisUtrr  of  tbt-  Bank  (if  .North  .Viiiortca,"  p.  18. 
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ttre  reported  n  series  of  resniations,  which  were  unoniinously  adopted, 
i^eptin^  tJie  offerings  nf  the  asiwociators  as  a  distinguished  proof 
fhfir  (Mttriutisiii,  and  pledg-ing  the  faith  of  the  Government  for  the 
If^tunl  rt?iiiibur!*emeut  of  tlie  amount  advaiift'd.  Fifteen  thousand 
Kinds  in  bills  of  exohatif^e  were  to  be  deposited  with  the  bank,  and 
Lof  the  eurri'rit  funds  of  Congress  us*  could  be  spared  were  to  be 
•ed  if  the  bunk  should  need  assistance.  The  resolution  was 
Ipauied  by  the  following  preamble: 

"  VTh^rmt.  A  niimlxT  of  fiiitriotic  rilixi-ns  of  Pennsf  Ivania  have  communicated 
'Trr,  on  Ihclr  own  crixlit,  and  by  Iheir  own  excrtioms,  Ui  sup- 
ixn)  ruliou!<  iiDil  »W  bojrtlitwlsof  rum  tor  ibf  use  of  the  arm}', 
ibU^ibi.^  u  bunk  tor  tbe  m.^1o  i)urpog<-  of  obtatuing  and  transporting  ibe 
)  witb  tbe  greutt-r  (ocillcy  and  desputcli ;  and, 
*,  On  ihf  fint'  hiiiii],  Ibr  osstH.-iuiorH,  iiniinHdH)  (o  this  laudable  uxcrtion 
f  a  il»«ir«  In  rrlifve  tJit;  public  nccessllicA,  meun  not  to  derive  from  ii  the  least 
■■  ll^;,  so,  on  tbe  other,  it  Is  just  and  reasonable  that  they  shoold  b« 
.iiul  ludcmnLfled." 

The  bonk  l>egitn  bnsiness  on  Jnly  17,  and  remained  open  fi>r  a  year 
Bd  a  half,  Ijeing  wound  up  towards  the  end  of  i7V4.  Those  who 
lit  their  money  reeeived  bank  notes  bearing  interest  for  it.*  The 
invented  in  provisions,  which  were  forwarded  to  the  army, 
f  to  3, (XX>,0(M)  rations  and  tliree  liundred  hogsheads  of  rum. 
was  believed  that  these  supplies  could  not  Imve  been  obtained  with- 
it  the  aaaistantM*  of  the  bank.  This  bonk  or  itssoeiation,  while  It  may 
m  HOggeeted  tbe  possible  assistance  and  benefit  tlie  Government 
Kbt  receive  frr»m  a  National  bank,  appears  to  have  had  little  or  no 
tiou   with   the  subsequent  institution  of  the  Bank  of  North 


Skstch  of  Robbrt  Moruis. 

Tbe  financial  operations  incident  to  the  achievement  of  American 

snce  were  largely  carried  on  by  Robert  Morris,  and  the  integ- 

f,  hmU  and  ability  which  he  displayed  greatly  aided  the  mUitary 

upaigns  of  Washington  and  hastened  the  success  of  Uie  American 

The  military  genius  of  Washington,   the  diplomatic  skill  of 

mklin  and  the  financial  sfigacity  of  Morris  were,  perhaps,  the  three 

ilf»t  iinj^KirtAnt  factors  in  bruiguig  victory  to  the  Patriot  cause. 

Robert  Morris  was  born  in  17t*SJ^He  was  a  successful  Philadelphia 

llftnt,  and  jis  a  business  man  he  early  recognized  the  value  of  a 

riy  r>rganized  bonk  in  promoting  trade.     He  started  a  movement 

in  17C3  for  establishing  a  bank,  but  owing  to  the  failure  to  secure  ei- 

xl  foreign  aid  the  attempt  was  luisuccessful.     In  1780  he  subscribed 

1U,000  to  the  Pennsylvania  Bank,  which  was  not  a  bank  in  the  ordi- 

1,  but  on  organization  formed  for  the  purpose  of  furnishing 

1  to  the  army. 

'"On  February  20,  1781,  Morris  waa  elected  by  Congress  to  be  Super^ 

♦  Pennsylvijiiu  "  Oaziettc."  December  SO.  1T84. 
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intendent  of  Finanoe.    His  qaaliflcatioiu  for  the  position  are  thus  de- 
scribed: * 

"  Ful'  of  encrgjr  and  self-reliance,  he  was,  perhaps,  by  his  business  talent  and 
mercantile  experience,  better  quallfled  than  any  man  In  America  to  control  and 
direct  its  financial  affairs.  He  thought  no  sacrillce  too  great  to  be  made  for  the  ser- 
vice of  his  country.  Possessed  of  a  splendid  personal  credit,  he  often  racked  it  to 
the  nttcrmost  to  carry  on  some  national  project.  He  spared  neither  time,  labor,  nor 
thought,"  etc. 

In  his  acceptance  of  the  oflQce  of  Superintendent  of  Finance,  Hay 
14,  1781,  Morris  wrote  :t 

"  In  accepting  the  office  bestowed  upon  me  I  sacrifice  ranch  of  my  interest,  my 
ease,  my  domestic  enjoyments  and  internal  tranquillity.  If  I  know  my  own  heart,  I 
make  these  sacrifices  with  a  disinterested  view  to  the  service  of  my  country.  I  am 
ready  to  go  further ;  and  the  United  States  may  command  erer^-thing  I  have'  except 
my  integrity,  and  the  loss  of  that  would  effectually  disable  me  from  serving  them 
more.'' 

Of  his  herculean  and  wonderfully  efiScient  labors  in  this  position,  in 
which  tie  is  said  to  have  raised  a  million  and  a  half  of  dollars  upon  his 
own  notes,  that  enabled  Washington  to  defeat  Comwallis  at  Yorktown, 
a  disinterested  writer  of  note  says:t 

"  Certainly  the  Americans  owed  and  still  owe  as  much  acknowledgments  to  the 
financial  operations  of  Robert  MorriK  as  to  the  negotiations  of  Benjamin  Franklin  or 
even  to  the  arms  of  (ieorge  Washington." 

He  was  a  delegate  to  the  convention  that  met  in  Philadelphia  in 
1787  and  framed  the  Constitution  of  the  United  States,  during  the 
sessions  of  which  convention  Washington  was  ills  guest.  In  October, 
1788,  he  was  chosen  the  first  Senator  from  Peun.sylvania  to  the  first 
Congress  of  the  United  States  under  the  Constitution,  which  met  in 
New  York  on  March  4,  1789,  and  served  a  full  tenn  until  1795.  When 
chosen  President,  Washington  desired  to  appoint  Morris  Secretary  of 
the  Treasury,  but  he  declined  the  position  and  named  Alexander  Ham- 
ilton, who  thus  became  the  first  to  fill  that  high  office. 

It  should  not  be  without  its  lesson  to  the  thoughtful  banker  that  the 
declining  years  of  this  sterling  patriot  and  eminent  financier,  who  had 
repeate^lly  saved  the  nation  from  bankruptcy  and  its  armies  from 
defeat,  were  clouded  by  sad  misfortunes  resulting  from  the  disastrous 
failure  of  vast  business  o|H>nition8  aiid  speculations  in  land,  unwisely 
conducttnl  t<K>  largely  upon  cnnlit,  thus  showing  that  the  ablest  and 
lM>st  of  men  have  their  limitations  beyond  which  they  may  not  safely 
pjiss.  I 

Morris  died  in  18«i«  at  the  ng**  of  seventy  two  years. 

•  •*  Hirtory  i>f  Hunk  of  North  Amerit-a,"  |«.  W. 

*  Kii'ii-tt  Miirri.'.  by  Mn>.  .Vrmlne  .Nixon  Hurt,  in  "  Watson'o  Annals  of  PtUladel* 

phiii."  Vol.  III.  |). avi. 

X  Carlo  Ilotta.  In  his  "  History  of  th<>  .\merlcan  Kevolution." 
I  Sketfh  of  itolM-rt  Morris  tiy  Wcu.  H.  Khawn;  l>nH-«'«<iliii||m  of  Con%-entton  of 
I'i>nn«}  Ivunlu  Bunkers'  .^iwnclation.  IMRK. 
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SxreeKSTioirs  of  Robbbt  Morris  asd  Albxaitdbb  Hamilton. 

Alex.  Hamilton  *  had,  as  early  as  1779,  conceived  that  the  finances 
of  ttie  country  might  be  mnch  benefited  by  the  establishment  of  a  bank- 
ing institation,  and  he  proposed  "The  Company  of  the  Beink  of  the 
United  States,"  with  a  capital  of  two  hundred  millions  of  dollars,  to  be 
incorporated  by  Congress  for  ten  years.  Previous  to  this,  in  1763,  t 
Robert  Morris,  together  with  some  of  the  principal  merchants  of  Phil- 
adelphia, had  entertained  the  design  of  a  commercial  bank  to  facilitate 
American  trade.  Morris  was  Superintendent  of  Finances  in  1781  ;  and, 
on  April  30  of  that  year,  HamUton  %  wrote  to  him  urging  the  establish- 
ment of  a  National  bank  with  a  capital  of  ^,000,000. 

Morris  drew  up  a  scheme,  not  on  so  extensive  a  scale  as  that  recom- 
mended by  Hamilton,  but,  as  he  believed,  adequate  for  the  necessities 
of  the  Government  ;  and  Iiis  plan  for  the  establishment  of  the  Bank  of 
North  America  was  presented  to  Congress  May  26,  1781 ;  it  was  to  open 
a  snbecription  for  $400,000  in  shares  of  $400  each,  payable  in  gold  and 
rilver.  Subscribers  of  five  shares  were  to  pay  one-half  at  once  and  the 
remainder  in  tliree  months.  After  the  capital  was  paid  in  the  organi- 
zation was  to  be  completed.  There  were  to  l>e  twelve  directors  chosen 
annually,  who  were  to  elect  one  of  their  number  as  President  and  two 
as  inspectors  to  control  the  affairs  of  the  bank.  It  was  to  be  a  National 
bank,  and  its  notes  were  to  be  receivable  for  duties  and  taxes  in  eaeh 
State:  and,  in  settlement  of  accounts  between  States  and  Congress, 
were  to  be  taken  as  specie.  The  plan  was  referred  to  a  committee,  who 
reported  favorably  ujwn  it.  There  was,  however,  a  strong  opposition 
in  Congress,  Madison  especially  being  bitterly  adverse  to  it,  claiming 
that,  in  establishing  a  banking  institution,  the  Congress  of  the  Confed- 
eration would  transcend  its  powers.  Resolutions  approving  Mr,  Mor- 
ris' plan  were  finally  passed.  The  subscription  was  opened.  At  first 
the  outlook  was  very  inauspicious.  The  result  of  the  war  was  doubt- 
ful. Morris  failed  to  obtain  specie  he  expected  from  Havana,  upon 
which  he  relied  to  establish  the  bank.  At  length  those  interested  in 
the  Pennsylvania  Bank,  seeing  that  the  new  institution  would  proba- 
bly supersede  the  former,  resolved  to  wind  up  their  institution  and 
transfer  its  capital  to  the  new  bank.  By  November,  |!70,000  had  been 
paid  in  in  cash.  About  $470,000  in  specie  had  been  received  from  France 
by  the  Government  and  had  been  placed  in  the  bank  vault.  On  No- 
rember  1,  directors  were  chosen  and  Thomas  Willing  was  elected  Pres- 
ident.! 

•Hamilton's  Worla,  Vol.  1,  p.  116. 

+  Gouge,  "  History  of  Paper  Honey  and  Banking,"  p.  34. 

*  Hamilton's  Works,  Vol.  I,  p.  i823. 

I  Mr.  Willing  was,  from  his  social  position,  business  talente  and  political  experi- 
ence, well  qualiSed  to  All  the  responsible  position  to  which  ho  was  now  called.  He 
*u  to  be  reckoned,  undoubtedly,  as  a  leading  man  in  the  State  If  not  In  the  country 
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PKRPKTUA.L  Charter  GBAwrKD  by  CoNaRBSs. 

The  private  subscriptions  in  C€ish  increased  by  December  1  to  the 
sum  of  (85,000.  Application  was  then  made  to  Congress  for  an  act  of 
incorporation,  and  on  December  31  such  an  act  was  passed  granting 
a  perpetual  charter  and  the  right  to  hold  property  to  the  amount  of 
10,000,000  Spanish  milled  dollars.  To  pacily  Mr.  Madison  and  othen 
of  the  same  school  the  bank  was  forbidden  to  exercise  any  powers  in 
any 'State  repugnant  to  the  laws  thereof;  and  it  was  suggested  to  the 
States  that  they  should  each  ratify  the  chart«r  and  by  proper  laws  pro- 
vide that  no  other  bank  or  banks  should  be  established  or  permitted 
within  the  said  States.  The  bank  began  business  on  January  7,  1782; 
and  for  nearly  two  years  its  operations  and  those  of  the  so-called  Penn- 
sylvania Bank  appear  to  have  been  contemponiry.  The  existence  of 
the  new  institution  was  recognized  by  Connecticut,  Rhode  Island,  New 
York  and  Massachusetts. 

Of  $470,000  in  specie  received  from  France,  Morris,  the  Superin- 
tendent of  Finance,  with  the  utmost  care  retained  $254,000  with  which 
he  subscribed  for  633  shares  of  the  stock.  But  the  exigencies  of  the 
Government  were  so  great  that  by  July  he  had  borrowed  $400,000  from 
the  bank.  The  amount  of  specie  in  the  bank  dwindled  to  an  alarming 
extent  and  its  bills  did  not  readily  circulate. 

Various  contrivances  were  adopted,  so  it  was  reported,  to  make  the 
public  believe  tliat  the  institution  hnd  a  large  stock  of  specie.  Those 
wlio  went  into  the  offices  were  greeted  with  a  display  of  silver  on  the 
counter,  and  boxes  containing  or  supposed  to  contain  silver  were  seen 
being  rai.se<l  or  lowered  from  cellar  to  banking  nxnn  or  from  banking 
room  to  cellar.  The  amount  of  siMM'ie  in  its  vault  was  about  ^0,000, 
but  those  demanding  KiHH.'ie  were  followt^l  by  the  friends  of  the  bank, 
and  urged  to  return  it,  so  tm  not  to  diminish  its  coin  reserve  at  the 
beginning  of  its  o]K>rations.      Three  years  after  its  organization  It 

at  larm*.  Bom  on  tho  IBtb  of  Dccembrr,  1T31,  bo  was  now,  at  the  »ge  of  fifty.  In  the 
very  prime  of  hm  |>owent.  He  wu»  a  partner  of  lloliert  Morris  in  a  large  and  protiper- 
ous  buxincw,  and  bad  M^rvcd  sui-ccasively  as  Hcervtary  to  tbo  CongrCM  of  Delegates  at 
AUmny.  Juilge  of  the  8upretne Court  of  Pennsylvania,  Mayor  of  Philadelphia,  Mem- 
Iter  of  t  lie  Colonial  .4sw.>inlil> ,  and  1*re«idont  of  ibePronnciairontireHS.  He  was  after- 
wunU  cboxen  as  u  deletrate  to  Congrtr**  ("Livojiof  Eminent  Pbilodelpbians  Now  De- 
ct-a"*-*!:"  title  "Thomas  Wtlllnjr"!  under  the  Confederation,  and  as  flrst  President  of 
the  lianlc  of  the  I'nileil  Stat<>«. 

"His  ehunu-ter,"  siiys  Mr.  Ilinney,  "was  not  uniiliethat  of  Wasbiofrton ;  and  in 
tbedisi-n-tionof  hiseonduct,  the  lidelity  of  his  pnifei'sions,  and  the  great  influence, 
iMitb  public  and  privuli-,  which  >><>lonve<l  to  him,  the  destined  leader  (Washington)  was 
(■ertuin  to  find  the  eicim-nts  of  an  affinity  by  which  they  would  lie  united  in  tbcclowat 
manner." 

"This  excellent  man."  he  mys  again  <'The  Kopublican  Court,'  page  161),  "in  all 
the  ri'latiotis  of  private  life,  and  in  various  stations  of  high  public  trust,  deserved  and 
ac<]ulre<l  (inscription  upon  bis  tomlwtone  written  by  Horace  Hinney,  Esq.)  tbedero- 
t«><l  afTcetion  of  his  family  and  friends  and  the  universal  res|iect  of  his  fellow  dtlanM." 
- 1"  lilston'  of  the  Bank  of  North  America,"  p.  »4.i 
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kroDg,  and  notwitlistancling  the  fact  that  the  Oovemuent,  at 
It  time,  was  refusing  Contmental  uioney,  even  in  pay ment  of  postage, 
i  notes  were  current  throughout  the  couDtry  at  par,  and  tl»e  directors 
of  the  Ijanit  were  obliged  to  inereast-  itssttx-k  from  flOO.OlH)  to  82,000, IIW) 
ad  ■  ;  •■  the  inprca.se  largely  among  the  projectors  of  a  new  hauk- 

Siig  •  ■  in  order  to  prevent  the  organization  of  a  rival  institution. 

CBARrEB  FBOM  THB   StATB  OP  PSSmsVLVAlflA. 

From  th«  very  first  the  President  and  directors  were  not  satisfled 
Itjl  h«vit4g  a  iH>rpetual  charter  from  the  Congress  of  the  Confedera- 
ion,  hot  petitioned  the  Assembly  of  Pennsylvania  for  the  grant  of  a 
nmilar  oni*  l>y  the  State.  Objeetions  were  made  l>oth  to  the  perpetual 
Askeil  fiir  and  also  to  the  patriotism  of  the  President,  Thomas 
rilling.  This  latter  eharge  had  its  foundation  in  the  declaration  of 
w  of  the  luewmngerw  sent  by  Sir  William  Howe,  in  command  of  the 
iritisU.  with  secret  messages  to  members  of  Congress  to  induce  them 
^>  make  peaco,  when  arrested  and  sent  before  the  Committee  of  Public 
iBttfety,  that  he  had  been  induced  to  act  as  such  messenger  through  the 
llltlueJK^e  of  Mr.  Willing.  It  is  probable  that  doubts  as  to  the  power  of 
Cuugrees  to  i^roate  8uch  a  corporation  cost  Bomcwhat  of  a  cloud  upon 
the  hank's  title.  Tfevertheless  the  bank  got  the  charter  it  desired  from 
the  State  uu  March  2X>,  1782,  three  months  after  it  commenced  busuiess 
imle.r  the  charter  granted  by  Coogresa.  As  before*  stated,  the  Oovem- 
jienf.  by  July,  17^2,  had  borrowed  Ij'^fMJ.OOO  of  the  bank;  and,  in 
hereniber,  the  directors  and  President  became  uneasy  and  asked  for 
lyiuBnt.  The  Superintendent  of  Finance  sold  out  stock  in  hi.s  hands 
>the  amount  of  (200,000  and  paid  the  bank  $300,000  of  the  amount 
Kirrowed.  The  next  July  the  rest  of  the  Government  stock  was  sold, 
'ly  in  Holland,  but  by  Octoljer  the  Government  owed  the  bank 
This  last  sum  wa.s  not  finully  paid  until  1784.  The  bank  also 
»fCMl  large  amounts  of  cash  in  the  discount  of  bills  drawn  on  the 
tendeot  of  Finance  for  the  sustenance  of  the  army. 

Rbfeai.  of  State  Charter. 

The  8tate  of  Peiuisylvania  in  17S5  repealed  the  perpctiml  charter 

•  :inte<l,  and  the  bank  continued  its  business  under  the  Act 

The  repeal  was  accompjisliod  through  the  intlueiice  of 

«nie«  who  d&sired  the  Lssue  of  additional  paper  money  and  coiwidered 

»B  bank  a  hindrance  to  such  issues.     Early,  therefore,  in  178G  the 

>r8  of  the  bank  resolved  to  take  steps  to  reestablish,  if  possible, 

[inrate  existence  luider  State  sjinction.     Their  couii.iel  advised 

r  • '  the  modification  of  the  bank's  charter,  as  to  limitation  of  time 

jit«l,  would  not  at  all  affect  the  charter  granted  by  Congre.ss  and 

■  It  would  not   be  improper  for  them  to  receive  such  a  charter. 

)v<trturos  were,  therefore,  at  once  nioile  to  the  State  of  Delaware  for 

»t  of  corporate  rights,  which  were  so  successful  that  on  February 
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2,  1786,  the  Assembly  of  the  Commonwealth  passed  a  bUI  conferring 
npon  the  bank  the  usual  franchises  of  a  corporation.  On  February  7 
the  directors  received  a  notice  of  this  fact,  and  readUy  accepted  the 
charter;  and,  if  necessary  to  the  transaction  of  their  businefls,  they 
actually  contemplated  the  removal  of  the  bank  to  Wilmhigton,  New 
Castle,  or  some  other  proper  point  within  the  State  of  Delaware.*  A 
change  of  parties  in  1787  brought  with  it  a  renewal  of  the  charter  by 
the  State  of  Pennsylvania  for  fourteen  years  with  a  capital  of  $2, 000, 000. 

Hamilton,  in  a  lett«>r  dated  September  22, 1789,  directs  the  Collector 
of  Customs,  Otho  H.  Williams,  of  Baltimore,  to  receive  the  notes  of  the 
Bank  of  North  America  and  of  the  Bank  of  New  York,  payable  either 
on  demand  or  at  no  longer  period  than  thirty  days  after  their  respective 
dates,  in  payment  of  duties,  as  equivalent  to  gold  and  silver.  He  says 
that  arrangements  had  been  made  with  these  institutions  for  the  accom- 
modation of  the  Government.  It  was  the  moneys  received  from  these 
banks  that  paid  the  first  installment  of  the  salary  due  President  Wash- 
ington and  the  Senators  and  Representatives  and  ofiQcers  of  Congress 
during  the  first  session  under  the  Constitution,  which  began  at  the  city 
of  New  York,  March  4,  1789. 

In  1790  Hamilton,  in  his  report,  refers  to  the  "ambiguous  situation 
in  wliich  the  Bank  of  North  America  has  placed  itself  by  the  acceptance 
of  its  last  State  charter,"  and  concludes  that,  as  this  has  rendered  it  a 
bank  of  an  individual  State,  with  a  capital  of  but  two  millions,  liable 
to  dissolution  at  the  expiration  of  its  charter  in  fourteen  years,  It  would 
not  be  expedient  to  accept  it  as  an  equivalent  for  a  Bank  of  the  United 
States. 

CONVBRSIOy  TO  A  NATIONAL  BANK. 

Tlie  State  charter  of  the  bank  was  renewed  from  time  to  time  nntil 
December  3,  18C4,  when  it  became  a  National  bank,  retaining  its  origi- 
nal name,  with  a  capital  of  $1, 000, 000,  and  a  surplus  nearly  the  same. 

All  other  State  institutions  which  were  converted  to  National  banks 
were  required  to  change  their  names  at  least  to  the  extent  of  inserting 
the  word  National.  Under  this  rule  the  Bank  of  North  America  might 
have  been  required  to  call  itself  the  National  Bank  of  North  America; 
but  the  Hon.  Hugh  McCuIloch,  then  Comptroller  of  the  Currency,  in 
consideration  of  the  ancient  and  honorable  history  of  the  institution 
and  its  services  to  the  Govenuuent  of  the  United  States  in  the  dark  days 
of  the  Revoluticm.  permitted  it,  although  having  become  a  National 
bank,  to  continue  to  be  railed  simply  the  Bank  of  North  America,  t 

•  "  Ulrtory  of  Bank  of  North  America."  p.  87. 

t  C<irr(«|M)ii<)<'nti*  with  tho  Coni|>tn>Ucr  of  the  Currencr  aa  to  the  reteotlOD  by  the 
bunk  of  tbcnanicof  the  "  Rank  of  North  Amertca"  on  becomlnir  a  NutiomU  bank. 
Tboma<  Smith.  Enq.,  Prciddent,  to  Hon.  Huirb  McCulloch,  Comptroller: 

PRII.ADKLPHIA,  DctobGr  28,  ISB4. 
Prnpotiinir  that  the  Ilank  of  North  Amerira  ithoiild  lieoome  a  National  bank,  and 
ntmoftiiiK  that  it  Khoiiiii  tc-tain  the  title  of  the  "  Bank  of  North  Aioerica"  withont 
the  ufual  prefix  of  "  .National.*' 
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In  the  correBpondence  with  the  Comptroller  of  the  Currency,  Thns. 

;  ifioiitli.  President  of  the  Bank  of  Nurtb  America,  claims  that  the  Imuk 

I  al  VBjrs  continued  under  its  nutional  charter.     He  said :     "  We  huld 

log.  RUtfh  McCuIloch,  Comiitrollcr,  lo  'Hionuu  Sioitb,  Esq.,  President : 

WAaHTxoTOM,  October  ».  1861. 

1i;ig  been  thi-  history 

1 1  Gov(M'niuent  tbnt 

uvyiiiitiori  uridtT  the 

■•liixiJJ  itsiiiuuie  liti  \\jB  title  "Tlie  Nuliorml  Hank  of  Nortb 

:jik  hitherto  changed  into  a  National  usauviutiou  biu  taken, 

in  I  -  ' the  word  ••  National ;"'  ami  I  !<hould  iieKn^t  It  If 

'  •       I     ■  II  ghoulcl  be  unwilling  to  Inrtlcnt*  by  Its  title  Its 

!•   j'l  m  of  the  national  Griverament. 

•  iiiUHt  obtain  the  cotiwnt  of  the  owners  of  Iwo- 

tbtr  hit;  unit,  if  you  uiJvls<.>  It,  I  do  not  ticlieve  that  a 

•uw.»    "    - -  I.    ^  >-•  ......lit  to  the  inirodiictioa  of  the  word  "National" 

into  itN*  tittc     i'Wute  let  me  hear  from  you  on  this  point. 

I  do  not  noir  «ny  1  hat  I  shall  decline  aanetloninfr  the  reorganization  of  your  bank 
UDd(T  Ite  I  '.'•  alone.    U  I  do  it,  it  will  be  u^nitt  my  own  Judgrmeut  and  with 

axtieme  r 

There  1.  ^k.  well-founded  objection  to  the  "numeral  syntem"  of  Mr.  Chase: 

but,of  UwaU  Utbkt  orgmnlzcd  under  the  National  nyiiteiD,  not  onetuu  obioutcd  tu  the 
wonl  "Kattaual"  as  ■  part  of  Its  Ulln;  and  I  do  not  believe  that,  upon  reUectlon, 
fou  will, 

MoBMt  parlsof  jroiir  letter  pleaie  mc  so  much  that  I  would  publish  them  if  I  felt  at 
llbfrty  to  do  Ml    I  forward  you  a  half  dozen  Kts  of  form«,  etc. 

Very  truly  yours, 

H.  McCcLLOCB,  Cvmpltvtkr. 
TkHMM  AnttJl,  f>/..  /'r.  -I'lriir  •>/  tht  Bank  of  H'orth  America,  Phtladtlphia. 

nWNBUSllilili.  ICmi.,  i'reelileut.  to  Hugh  MeCuUoeh,  Eeq.,  Comptroller: 

PHn4ADKL.PBLi..  November  1,  W6L 
But.  fttiflft  ifcCttflnrh.  CnmvlrnXIrr  <3f  tht  Ourrcney: 

i'  xirof  the  20th  ifi  at  band.    Wishing  to  avoid  the  use  of 

you-  '  r  of  SI)  liitlu  moment  as  the  lulJition  of  the  word 

"Ni  .1...^  bank,  I  am  rouipellod  to  do  so  because  there  is  so 

mu.  '.inKe  of  nHtne  with  the  stockholden  and  dircotorn,  arising 

lo-in.  .  .  i    tbat  Its  pienent  Is  lt«  old  KaUoiuil  name  given  to  it  by 

fli»m!C-?e  m  17>'l,  rt'tuineil  by  it,  after  in  itch  piritnl  opposition,  in  confirmatory  charters 
had  tram  Debiwarc.MasBitefausett8  and  PeunsylvunUi.the  same  political  heraiy  of  Htate 
,  dskt*  ticliur  then,  as  now,  mmpunt. 

flim:  l»  no  similarity  between  this  and  any  other  l>ank,  either  Stjite  or  National. 
Ifl»«i,     Vfc  hold  the  nntloual  charter,  Deiwmber  81,  17S1,  which   ha«  never  bei.>n 
'  '    'l;   but.  in  consenuenee  of  the  intrtisan  oppoi-itlon  to  the 
■    irtnod  by  the  three  State*  In  whii-li  its  l)iii<mes»  was  chiefly 
-  given  or  made.    It  was  simply  cuntirmatory  of  the  charter 
uui,  ;■-%  which  eonllrmatory  charters  by  this  State  ha\x  been 

rwii'  I  miitlon)  as  they  expired.    Theoriglnul  charter  Is  |>erpetual, 

I  ■■■ r>u  Ion  ami  pride  basalways  been  Us  nationHl  chnracler. 

Vr  '  iig  HDd  printed  on  the  aot-cs.    In  July,  IIJH.'.  we  jiossed, 

:iti'l  ■ilution,  u  copy  of  which  1  enclose.    We  Irmned  ail  we 

"V  wanted  It,  and  the  timid  »nid  it  was  imprudent  to 

wo  and  one-hdif  times  the  amnuut  of  the  cupKul  la 

.  .11 1  intend  to  do  BO.    The  Niitlouul  bunks  are  generally 

tbe  »to(  khijidcrs  and  for  that  purpose  only.    Thi.4  bank  was 

:ii'i  the  lTiiit«>d  States.    It  fullilled  its  mission,  and  then  went  on 

":"  :ti>?  pride  of  tliHt  mission. 

KMixuns  for  oi^kiiig  permission  to  retain  our  Bational  name 

it-  i.-rica."    The  matter  has  been  thoroughly  canvassed  by  the 

Illy  !<tate  that  1  heartily  agree  with  tbem  In  pre^wlog  the 

interview,  and  the  docuraonts  in  our  p<i8.«eaclon.  1  feel  you 

' "  '  he  same  time,  we  shall  do  nothing,  howev«'r  uraiill,  to 

•  ■  nation  In  this,  her  tiiruggle.  for  existence.    And  w«' 

III  to  beone  very  great  element  of  8uccet«and  gtrcngtb. 

I  TOM  Ueu.rUil»c  that  x'c  uonnot  change  without  uu  alteration  of  tiumc,  please 
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a  national  charter  (]nt«d  December  31,  1781,  wbich  has  never  been 
abandoned  or  relinqiiishe<i ;  but,  in  consequence  of  the  partisan  opposi- 
tion to  the  bank,  thi^  charter  was  continued  by  the  three  States  in 
wliich  Its  business  was  chiefly  done.  No  new  charter  waa  given  or 
made.  It  was  shnply  oonfinuatory  of  tlie  charter  made  by  tlie  Ignited 
States,  which  confirmatory  charters  by  this  State  (Pennsylvania)  have 
been  renewed  (being  limited  in  duration)  as  they  expired.  The  original 
charter  is  perpetual. " 

This  is  one  view  of  the  matter.  The  other  is  that  the  Bank  of  North 
America  never  had  any  charter  from  the  existing  Governiuent  of  the 
United  States.  The  cliarter  of  1781  was  granted  by  the  Government  of 
the  Confederation,  and  was  never  confirmed  by  the  Government  of  the 
United  States,  which  went  into  oj^eration  iti  1789.  8o  it  seeins  that,  as 
much  anxiety  was  exhibited  to  secure  confirmatory  Stat«  chartent,  s<mie 
pains  would  have  been  taken  to  obtain  a  confirmation  of  the  national 
charter  by  the  new  national  Government  if  it  hud  been  deemed  of 
im|)ortance.  It  appears  on  the  whole  that  the  State  eliarters  were  pre- 
ferred, and  that,  practically,  the  Bank  of  North  America  wa«  a  St«t« 
bank,  and  that  it  never  worked  long  under  its  national  charter,  which 

inforiD  Ru."  In  rolstlon  to  It,  our  nrmnHenienta  atl  bplng  mode  for  tbooM  nnmc.  In  the 
aimntlnto  t  i'nc-ln«c  you  spoclmcuit  of  the  Iwue  uf  the  notes  of  the  Imiik,  If  you  aro  >l 
■  It.  iicli  matter*— the  iHues  of  the  Hevolulioii,  tilt!  wiir  Willi  <:rcat  Britain, 

an<l  "11,    TlMjr  angeonlne,  and  goo<l  fi-ir  n-<k-m|iti<>ii  111  Htiy  tinic. 

,,.  our  lelsora  to  hear  from  you,  I  lun,  respectfully, your  obedient  Mrvaot, 

Thomas  Smith,  fntMna. 
The  wunc  to  ibe  aamc : 

PRn.ADBi.,PHiA.  Norcmbor  II,  UH. 
K.  3t<Oul\><rh ,  Kmj, ,  rrm>iArnn<T  of  Vk  Currtnty : 

DCAi!  1    the  4th  WB«  duly  received.     I  »li'  mob 

rcUeyrd  i  mi  the  bi-llef  that  you  woulil  wi'  >\v. 

Thcmocii   „  •11  Monday  fM»xt.und  It  Is  liy  no  nil..;.    ,....:...,..■.  the 

n-<jill«lto  uumlicr  of  '  '  an  be  obtutiMNl  lit  nil.    The  ek-c'tloa  hiu  demon*! nitMl 

Ihnt  I'ui'l"'  Stim  I'Hii  '  1  liltii«*<lf  tmw,  and  th^re  la,  tlK'n-fot-f.  no  iio<x"Bi«lty  for 

any  llttl<  i  n^nk- of  v  ricu.  and 

•ftarati::  iilUuiik^<'>  rk-a. 

I  oaii,      .  <iii  tli«  olli'  '  :    r  our  old 

Tbo  uut«*  1  aoul  yuu  turn  lo  tM<  rvLtuiKHl ;  we  Iww  other  aptwiutwus  uf  the  aaim* 


ktwL 


Boipcctfully,  your  obodiont  acrrant, 

Tbumas  SMirn,  frdrfdent. 


Tb0  aaioe  to  tbe  aaiiM< : 
m.  H.  MtCuUoth.  OMaptroIter.  tte. : 


PniLAOaLTHiA.  Novomter  It,  1M4. 


T~    .  ""      -     '  ^   '  ^  nt  of  ttila  bank  bare  rot4i<l  nutbority  to  It*  dtrroton  to 

rhii  Our  daali«  !•  to  rrtain  iia  preaent  iwino  in  tbe  orvMiW 

lai  I  Niiftb  .\nien<-iL."    Will  )ou  trf- pteuivd  to  tnthrmaa* 

If  t  I  your  u|i|<r>i\iil.  .  .    '  inn  altmillilc a 

fai:  I  rlnir  to  my  pn-v  if  your  reply, 

I    aiAi,    J  \J-\**    i.r,j^..««VM^   vv,  ,  Mill. 

THOMA*  RMITK,  I*rtaUtmt. 
We  ar«  provrMBinir  aloipljr  wtth  otitituliw  ttM  oooMmi  o(  tw»>thlnla  uf  tlw  atoob- 

holder*. 

Im  .oiuouummb  of  tbe  torccolDir  comaiMMadMDM.  and  at  tba  r*<iu<'«t  «T  th*  Praai- 
4|ri,  of  th«  rhluulHiihla  ImuIui,  the  Coraptroller  uf  th<  it  Icnrtb 

«>Hi  -  lUow  "Tbe  Itank  of  North  Anuirloa"  torvlain  luoi.  .without 

tlw  HvAs  "  Xatloul,"  oo  beoomlDv  a  National  bank. 
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lapsed  from  non-user  before  1789,  and  was  never  revived  after 
|lmt  dnt«. 

Tlie  national  chjirter  of  the  Bank  of  North   America  was   dated 

ecember  30,   171^1.     It  did  not  eommenee  bnsiness  until  January  7, 

17^.     On  March  26,  1782,  it  obtained  tlie  prant  of  a  perpetual  charter 

the  State  of  Pennsylvania.     Under  this  it  continued  until  1780, 

rhen  the  State  repealed  the  perpetual  charter.     In  17B7  the  State  a^in 

led  a  charter,  which  was  for  fourteen  years  only,  but  was  renewed 

I  time  to  time  apparently  without  break  until  1864,  when  the  bank 

Sterexi  the  National  banking  system.     Three  months  in   1782,  and 

|»tKiiit  two  ye<irs  between  1785  and  1767,  make  np  the  whole  period  this 

taok  worked  under  ita  national  charter. 


HAsm/rox  akd  thb  First  Bank  of  thb  Unitbd  States. 

When  the  change  in  the  Oovemment  was  effected  by  the  adoption 

Elf  thr  preaent  Constitution,  Uamilton  became  the  first-  Secretary  of  the 

He  regarded  the  establishment  of  a  National  bank  as  a  most 

liioportant  step  in  settluig  the  financial  affairs  of  the  United  States.    In 

[bis  ri'pnrt  of  1790  he  proposed  a  plan  for  such  an  institution.     In  this 

IrefHirt  he  cou.sidered  the  position  of  the  Bank  of  North  America,  and, 

Rafter  giving  that  in.«titution  due  credit  for  the  services  rendered  the 

liovemment,  he  thonght  that  an  institution  upon  different  principles 

Fwa«  required.     He  said:      "The  directors  of  tliis  bank,  on  behalf  of 

Ittii^ir  constituents,  have  since  acted  under  a  new  charter  from  the  State 

j«i(  Pennsylvania  materially  variant  from  their  original  one,  which  so 

Iniirrows  the  foundation  of  the  institution  as  to  render  it  an  iucompe- 

[tent  basis  for  the  extensive  purposes  of  a  National  bank."    He  thought 

[it  the  general  opinion  of  the  citizens  of  tlie  United  State.s  that  the  Bank 

|i<f  North  America  had  taken  the  station  of  a  bank  of  Pennsylvania  only. 

jlle  suggeated,  however,  that  if  the  bank  would  come  forward  with  a 

ppropomtion  to  accept  such  legislative  amendments  as  might  be  deemed 

necfiiMiary  to  the  due  extent  and  safety  of  a  National  bank,  there 

wer*  weighty  inducements  to  give  every  reasonable  facility  to  such  a 

niMwmrv.      "As  far  as  can  be  ascertained,*  however,  the  management 

of  the  bonk  took  no  steps  in  accordance  with  these  suggestions.     The 

[qaiet  and  proeperoos  business  in  which  they  were  engaged,  under  State 

-   was  to  them  preferable  to  the  anxieties  and  hazards  which 

robably  attend  the  new  national  undertaking." 

P1M.H  OP  THE   FlB-ST  BANK   OF  THK   USITKD  STATES. 

In  Hamilton's  report,  already  referred  to,  he  gives  his  reasons  for 

I  (I  'A  the  organization  of  the  proposed  bank,  and  with  great 

.    .lid  exiiaustiveness  he  considers  the  objections  that  might 

file  ni;ged  against  mifh  an  institution,  and  also  shows  the  inferiority  of 

•  "  Utatory  of  tta«  Bank  of  North  Atnertca."  p.  70. 
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the  various  Hubstitutes  that  might  be  proposed.  Among  the  latter  he 
considers  ttie  proposition  to  issue  United  States  notesj  and  on  this  8ut>- 
Ject  lie  says  : 

"  Till"  cniltttTiK  of  paper  money  by  the  authority  of  Goremment  is  wisely  pro- 
bll>it«Hl  to  the  indivUliml  States  by  the  national  Constitution ;  and  the  spirit  of  that 
prohibition  ounclit  not  to  bt'  disregarded  by  the  (lovemment  of  the  United  States. 
ThouKh  ]mper  emissions,  under  a  fccneral  authority,  might  have  some  advantages 
not  applicable,  an<l  be  free  from  some  di!<a<lrantages  whinh  are  applicable  to  the 
like  emisMiiiiiH  by  the  States  separately,  yet  they  are  of  a  nature  so  liable  to  abase, 
and,  it  may  even  l>e  afUnuMl,  so  certain  of  being  abused,  that  the  wisdom  of  the 
UoriTnment  will  be  shown  in  never  trusting  itself  with  the  use  of  so  seducing  and 
ilangitnmH  an  expedient.'' 

The  proposed  plan  was  arranged  under  twenty-four  heads.  The 
capital  of  the  proposed  banl^  was  fixed  at  $10,000,000  ;  one-fourth  of 
all  the  private  and  corporate  subscriptions  was  to  be  paid  in  gold  and 
silver  and  three-fourths  in  United  States  stock  bearing  six  per  cent. 
Interest.  Two  million  dollars  were  to  be  subscribed  by  the  United  States, 
a  loan  of  equal  amount  being  made  in  return  by  the  bank,  which  was  to 
be  rt'imbursed  in  ton  equal  annual  installments  in  money  or  in  the 
bon<ls  of  the  Uovernmont  in  a  manner  similar  to  that  punned  by  the 
British  (l<)venun(*nt  ui)un  the  organization  of  the  Bank  of  England ; 
or,  as  Mr.  Hamilton  described  tlie  operation,  by  **  borrowing  with  one 
hand  what  is  lent  with  the  other. "  The  board  of  directors  of  the  bank 
was  to  consist  of  twenty-five  persons,  not  more  than  tlu-ee-fourths  of 
them  to  be  eligible  for  reelection  in  the  next  succeeding  year.  The 
bank  hiul  authority  to  loan  on  real  estate  security,  but  could  only  hcdd 
Hucli  real  estate  as  was  requisite  for  the  erection  of  suitable  banking 
houses  or  sliuuld  be  conveyed  to  it  in  satisfaction  of  mortgages  oit 
Judgments.  No  stockholder,  unless  a  citizen  of  the  United  States, 
cHHiId  be  a  director,  and  the  directors  were  to  give  their  services  with- 
otit  mm|iensation.  The  bills  and  notes  of  the  bank  were  made  receiv- 
able in  imymont  of  all  debt.s  to  the  Unite<l  States.  The  total  amount 
of  d(>l)ts  which  the  cor]M>ration  might  at  any  time  owe  in  any  way, 
exc(>pt  for  moneys  netuully  ilep(isite<i  in  the  bank  for  safe  keeping, 
was  never  to  exctHnl  ?10,0<H).(KKI,  ami  if  this  limit  was  exceeded,  the  di- 
rector* under  wh«>se  adminixtration  the  exi>ess  might  occur  were  to  be 
IwrMinnlly  liable  for  the  amount.  Tlie  corporation  was  allowed  to  sell 
th«>  (•vidt>ni*e!«  of  the  pul>li«>  debt  sub^i0^ibell  to  its  stO(>k,  but  was  not 
to  pur(>ha.M>  any  ptiblic  debt  w^hatever.  Nt>t»*8  were  allowed  to  be 
iMsuod.  |tiiyuble  ti>  any  |H>nu>n  or  iktmhik,  lu^ignable  and  negotiable,  or 
tt>  iH'iirer  a!i:<iirnuble  by  delivery.  Tlu'  •iinn'tors  were  permitted  to 
«•^tal>li^ll  otncos  fur  disct>iuit  luid  dt>iMe>it  only,  wherever  ttiey  should 
think  lit  in  the  ruitetl  States.  A  n>iN>rt  of  the  condition  of  the  bank 
wa.<«  to  U'  funiUhed  wheuever  tlie  S«««"ret*iry  of  the  Treasury  required 
it.  but  not  oftener  than  omv  a  Wi>ek.  The  cliarter  was  to  expire Mardi 
4.  liill. 
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ABOUHBirrs  for  akd  against  the  Proposed  Bank. 

The  act  of  iacorporation  was  opposed  in  the  House  of  Representa- 
tives  by  James  Madison  and  eighteen  others,  all  of  whom,  with  one 
exception,  were  members  from  the  States  of  Virginia,  Maryland,  North 
Carolina  and  South  Carolina.  It  was  also  opposed  by  Thomas  Jefferson, 
Secretary  of  State,  and  Edmund  Randolph,  Attorney-General,  in 
opinions  requested  by  the  President.  The  grounds  taken  by  the  oppo- 
nents of  the  charter  were  a  denial  of  the  general  utility  of  banking 
systems  and  opposition  to  the  special  provisions  of  the  bill;  but  the 
m^n  force  of  their  objections  was  directed  against  the  constitutional 
authority  of  Congress  to  pass  an  act  for  the  incorporation  of  a  National 
bank.  The  supporters  of  the  bill  in  the  House  of  Representatives 
numbered  thirty-nine,  a  majority  of  twenty  ;  all  of  them  except  four 
being  representatives  of  Northern  States,  among  whom  were  Fisher 
Ames,  Elbridge  Gerry  and  Theodore  Sedgwick,  of  Massachusetts  ; 
Boger  Sherman  and  Jonathan  Trumbull,  of  Connecticut ,  Ellas  Boud- 
inot  of  New  Jersey,  and  Peter  Muhlenburg,  of  Pennsylvania. 

Hamilton,  Secretary  of  the  Treasury,  and  Knox,  Secretary  of  War, 
in  ofBcial  communications  to  the  President,  maintained  the  constitu- 
tionality and  the  policy  of  the  act.  Hamilton's  plan,  substantially 
unchanged,  was  adopted  by  Congress.  Washington,  before  signing 
the  bill,  called  for  the  opinions  of  Attorney-General  Randolph  and 
Secretary  of  State  Thomas  Jefferson.  Both  of  these  gentlemen  re- 
turned arguments  adverse  to  the  power  of  Congress  to  create  a  National 
bank.  Both,  but  especially  Jefferson,  insisted  with  great  stress  of 
argument  that  the  word  necessary  in  the  clause  of  the  Constitution 
giving  power  ' '  to  make  all  laws  necessary  and  proper  for  carrying  into 
execution  the  enumerated  powers, "  did  not  give  power  to  create  a  bank. 
They  both  took  the  narrow  view  that  nothing  could  be  looked  upon  as 
necessary  that  could  be  done  without.  On  receiving  these  papers 
Washington  asked  for  Hamilton's  opinion  in  order  that  he  might  "be 
folly  possessed  of  the  arguments  for  and  against  the  measure  "  before 
expressing  any  opmion  of  his  own. 

Hamilton's  Argument. 

The  essential  point  in  Hamilton's  argument  was  that  the  Govern- 
ment of  the  United  States,  in  the  exercise  of  its  sovereign  powers  and 
from  the  very  nature  of  sovereignty,  had  the  right  to  employ  all  the 
means  requisite  and  fairly  applicable  to  the  attainment  of  the  ends  of 
sneh  powers.  In  proof  of  this  inherent  sovereignty  he  cited  the  clause 
of  the  Constitution  which  declares  that  the  Constitution  and  the  laws 
of  the  United  States  made  in  pursuance  thereof,  and  all  treaties  made 
or  which  shall  be  made  under  their  authority,  shall  be  the  supreme 
Jaw  qf  the  land. 
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Hamilton  didmed  that,  to  carry  into  effect  any  of  the  express  pow- 
ers, Congress  had  the  right  to  erect  a  corporation.  "The  only  ques- 
tion," he  says,  "  in  this  case  or  any  other  case  most  be  whether  the 
means  to  be  employed — in  this  instance  the  corporation — has  a  national 
relation  to  any  of  the  acknowledged  objects  or  lawful  ends  of  the  Gov- 
ernment. Thus  a  corporation  may  not  be  erected  by  Congre«  for 
superhitending  .the  police  of  the  city  of  Philadelphia,  because  they  are 
not  authorized  to  regulate  the  police  of  that  city  ;  but  one  may  be 
erected  in  relation  to  the  collection  of  taxes,  or  to  the  trade  with  the 
foreign  countries,  or  to  the  trade  within  the  States,  or  Mrith  the  Indian 
tribes." 

He  further  remarks  that,  to  insist  on  the  narrow  construction  of 
the  necessity  clause  adhered  to  by  Randolph  and  Jefferson,  "would 
be  to  make  the  criterion  of  the  exercise  of  any  implied  power  a  case  of 
extreme  necessity,  which  is  rather  a  rule  to  Justify  the  overleaping  of 
the  bounds  of  constitutional  authority  than  to  govern  the  ordinary 
exercise  of  it." 

Washington  was  convinced  that  the  bill  was  constitutional,  and  on 
February  25,  1701,  it  became  a  law. 

Operation  op  the  Baitk. 

The  bank  went  into  operation  very  soon  after  the  act  authorizing  it 
became  a  law,  and  before  the  (Government  subscription  of  $2,000,000 
was  paid,  and  a  dividend  of  four  per  cent,  was  declared  in  July,  1792. 
The  manner  of  paying  tlie  (iovemment  subscription  was  as  follows: 
The  President  drew  bills  of  exchange  on  Holland,  where  money  bor- 
rowed in  that  country  under  the  laws  of  August  4  and  12,  1790,  was 
lying  available.  These  were  handed  to  the  bank  and  the  latter  issued 
two  millions  in  its  stock.  Immediately  the  bank  loaned  two  millions 
in  its  own  bills  to  the  Treasury  and  received  two  millions  of  United 
States  stocks  bearing  six  per  cent,  interest,  and  payable  in  ten  equal 
annual  installments  beginning  in  1793.  The  bank  was  very  well  man- 
aged and  was  of  great  benefit  to  the  Uovemment  and  the  people  at 
large.  It  assisted  the  Treasury  with  loans  whenever  called  on,  and  it 
forced  the  State  banks  to  keep  their  issues  within  reasonable  bounds. 
It  received  and  disbursed  more  than  $100,000,000  of  public  moneys 
without  the  loss  of  a  dollar. 

Under  the  nMiuirement  that  a  report  of  the  condition  of  the  bank 
should  be  furnished  to  the  Secretary  whenever  required  by  him,  but 
not  oftener  than  once  a  week,  the  Treasury  reciirds  do  not  show  that 
any  formal  reports  were  ever  made  to  the  Department.  Tlie  only  bal- 
anced Htatemeuts  to  be  found  showing  the  condition  of  the  bank  are 
two,  wliich  are  containo<l  in  letters*  of  .\Ibert  (iallatin.  Secretary  ot 
the  Treasury,  communicated  to  Congress  on  March  2,  1809,  and  Janu- 
ary 24.  1811,  respectively.     The  reports  are  as  follows: 

*  Antriican  Suie  P«peis,  Flnsacv,  VoL  II,  p|>.  at,  4711. 
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FSnt  Bank  of  UniM  Staiet— Statement  of  Condilion. 

Reeocnois.                            January,  IHOO.  Januarv,  1811. 

UawM  and  dhwouatB. (1S,OU),000  $i4,S7iii,2M 

rniir.t  <)tnt.w. IX  p«roeot.  stock 8.830.000  2.rfi0,000 

i:ite9<ncleUteilo«w 07,<Ma 

r  tianlig 800,000  aH,14& 

Ji«»l  rtlHt* ,, 480,000  600,653 

Ngrt^iif  Other  tmnksQD  band 398,341 

ei<«le 8.(n0.000  5,00B,fi8T 

Tviuiii ta^oioob  teii83,04S 

LlABIUTIBI. 

OiptuJitook tio,floo,ooo  sto.noo.ooo 

trmltvued  surplus 6io,a«  WB.fl78 

circniatiiiflr  OOU4  ouuuuutint 4,600,000  f),aa7,U5 

IwlirKliHa  depo»li« 8.600,000  6,«0Q,CB 

Ciilt««i  StateB  depoeltf. J.«».WB 

Duetootlit'r  lianksi 681,348 

CnpUd  <lni(t8  oiiutaailliiff 171.473 

Totals...  $2S.S10.00U  $24,1SJ,04« 

The  average  dividend:*  of  the  bank  from  its  orjtfanization  to  March, 

je09,  were  at  the  rate  of  eight  aud  a  hall  per  eentntn  per  annum.     The 

.S.dOO  slukres  of  JJiOO  eat'h  owned  by  the  United  States  were  disposed  of 

in  the  years  1796  to  1802  at  a  considerable  profit,  2,220  shares  having 

been  8«>ld  in  tiie  last-mentioned  year  at  a  premium  of  forty-five  per 

I  cent.     According  to  the  Trea-snry  records  the  Government  subst-riptlon, 

witli  the  addition  of  the  interest  which  was  paid  by  the  United  States 

<in  stfick  issued  for  it,  amounted  to  >3,200,000,  while  there  was  received 

'  the  Treasury  in  dividends  and  from  the  sale  of  the  bank  »toek  at 

3US  times  153,773,580,  the  profit  realized  by  the  Goveniment  being 

l,S.*V),  or  nearly  28.7  per  cent,  upon  the  original  investment. 

In  addition  t*  the  act  of  December,  1791,  chartering  the  bank,  four 

(upplraientnry  acts  were  passed  by  Congress  in  reference  to  it :  one  on 

Iklirch  2,  1781,  which  varied  the  manner  in  which  the  capital  stock  waa 

I  to  be  gubgcribe<]  for  and  paid  in;  two  passed  in  1798  and  1807,  respec- 

ly.  having  reference  to  counterfeiting  its  notes  and  papers  or  other- 

defruuding  it;  and  one  in  1804  permitting  the  establishment  of 

deposit  and  discount  in  the  Territories  and  dependencies. 

Sketch  of  Alrxaxdbr  HAsoiiTON. 

Alexander  Hamilton  was  boni  in  the  Island  of  Nevis,  one  of  the 
British  West  Indies,  on  January  11,  1757.  When  under  twelve  years 
of  h^  he  was  placed  in  a  counting-room  as  a  clerk,  and  before  he  was 
>  thirteen  hod  been  put  in  entire  charge  of  his  employer's  afiairs.  In  his 
dfteentli  year  he  left  his  birthplace  and  sailed  for  Boston,  where  be 
arrived  in  October,  1772,  proceeding  thence  to  New  York.  He  perfected 
liifl  education  by  entering  a  grammar  school  and  later  King's  College. 
Ill-  tlpi-f  .ittrft.'tfd  public  attention  by  a  patriotic  addre.s8  delivered  at  a 
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meeting  in  New  Tork,  July  6, 1774.  Though  he  was  a  strong  champion 
of  the  colonists'  cause,  his  love  of  order  and  Justice  was  shown  by  his 
efforts  to  restrain  mob  attacks  on  inoffensive  Tories.  He  entered  the 
American  army,  served  with  distinction  until  the  close  of  the  war,  lead- 
ing a  brilliant  and  successful  assault  on  one  of  the  redoubts  of  the 
enemy  at  Yorktown. 

Hamilton  early  perceived  the  need  of  a  sound  financial  system,  and 
in  1779  he  wrote  to  Robert  Morris  favoring  a  bank  of  issue  based  upon 
landed  security.  Later,  ho  realized  that  the  proper  security  for  bank 
notes  was  quick  assets  and  not  real  estate.  In  1780  he  wrote  to  Morris 
regarding  the  finances  of  the  Confederation,  pointing  out  the  causes  of 
the  depreciation  of  tlie  paper  currency.  As  a  remedy  he  proposed 
gradual  contraction  and  a  foreign  loan,  the  latter  to  be  used  as  the 
basis  of  a  National  bank.  The  great  purpose  of  the  bank  was  to  unite 
tlie  interests  of  the  moneyed  classes  in  the  support  of  the  Government 
credit.  Tlie  bank  was  to  be  a  great  trading  and  banking  corporation 
in  private  hands,  but  backed  and  partly  controlled  by  the  Government, 
to  wliich  it  was  to  be  under  certain  obligations.*  His  suggestions  for  a 
National  bank  were  renewed  more  in  detail  in  a  letter  addressed  to 
Morris  on  April  30,  1781.  This  proposal  was  adopted  substantially  by 
Morris,  who  had  been  elected  Superintendent  of  Finance,  and  made 
the  basis  of  Ms  report  to  Congress  recommending  the  establishment  of 
the  Bank  of  North  America. 

In  1782,  after  a  few  months  of  study,  Hamilton  was  admitted*to  the 
bar,  and  in  June  of  the  same  year  wa.s  appointed  Continental  Receiver 
of  Taxes  in  New  York.  The  following  November  he  was  elected  to 
CoBgress.  He  was  subsequently  chosen  as  a  member  of  the  New  York 
Legislature,  where  lie  was  instrumental  in  securing  the  appointment  of 
delegates  to  represent  the  State  in  the  Coiuttitutional  Convention,  which 
met  in  Pliiladelpliia  in  May,  1787,  Hamilton  himself  being  one  of  the 
delegates.  His  papers  in  favor  of  the  new  (Constitution,  published  in 
"The  Federalist,"  constitute  one  of  the  best  expositions  of  the  princi- 
ples of  that  document.  He  was  electe<|  to  Congress,  was  subsequently 
defeate<l  for  rel'lection  for  the  unexpired  term  of  the  old  Congress,  and 
on  the  creation  of  the  Treasury  Dei>artment  under  the  new  Constitu- 
tion, he  was  appointed  Secretary  of  the  Treasury.  The  report  sent  to 
Congre8.<i  in  January,  1790,  regarding  the  best  means  for  establisliing 
the  public  credit,  was  a  strong  presentation  of  the  principles  of  a  sound 
flnancial  policy.  Hamilton's  relations  to  the  Bank  of  North  America, 
the  Bank  of  New  York  and  the  Bank  of  the  United  States  are  referred 
to  at  length  elsewhere  in  this  work.  He  was  a  believer  in  a  strong 
oeutral  govenunent,  and  has  left  upon  our  institutions  the  impress  of 
his  great  abilities.  His  talents  were  conspicuous  in  an  age  noted  for 
men  of  remarkable  powers,  while  his  financial  policy  and  his  views  in 
regard  tu  Itankiug  attest  the  soundness  of  his  judgment  and  the  breadth 
•  ■*  Alexandrr  lUmUlon."  by  Htmxj  Csbot  Lod«v. 
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f  his  knowledge  of  tboee  subjects.     Hamilton  became  involved  in  a 
Iiuurel  vith  Aaron  Burr,  wbose  treasonable  sebemes  and  politiiml  ani- 
lrition6  be  bad  defeated.     A  duel  was  fougbt  between  them  in  1B&4, 
in  the  death  of  Hamilton. 

CHAXGK  ok  PoUTICAIi  Fbblino. 

When  the  charter  of  the  first  Bank  of  the  United  States  was  granted 
the  Federaliate  were  in  power;  but  in  1801  Jefferson  be<!auie  Pre«ident 
— one  of  it«  eurllest  opposers  and  the  representative  of  the  Republicans 
Mly  gaining  eontrol  of  national  ailairs.  He  was  succeeded 
<lison,  his  friend  and  disciple;  and  thus,  at  the  time  when 
cliiirttT  of  the  bank  expired  by  limitation,  in  its  efforts  for  a  re- 
|;al  11  was  to  l>e  enr-ountered  by  a  state  of  political  feeling  very  dif- 
from  tltat  existing  when  the  charter  was  granted.  It  does  not 
liowever,  that  the  executive  branch  of  the  Government  inter- 
ilervd  to  prevent  the  recbarter. 

APPucATios  FOB  Rkchartbr,  Gau^atin's  Rkport. 

tn  1808  the  direetora  thought  it  advisable  to  apply  to  Congress  for 

•  fvnewal  of  the  powers  of  the  bank ;  and,  on  March  26  of  that  year, 

•  memorial  for  that  purpose  was  presented  in  the  House,  and  upon 
April  W  in  the  Senate.  By  order  of  the  Senate  the  memorial  was  re- 
ferred to  the  Secretary  of  the  Treasury,  to  be  reported  on  at  the  next 
senion  of  Congrees;  and,  on  Marcli  2,  1809,  Albert  Gallatin,  the  Secre- 
tary, made  his  report. 

It  appears  from  the  report  that  of  the  $10, 000, 000  of  stock  ^,000.000 
WBs  snbscribed  by  the  Government  and  paid  in  ten  equal  annual  in- 
stollmentji.  The  United  States  thus  obtained  5,000  shares  of  |400  each, 
which  it  dispotsed  of  by  1802,  receiving  a  premium  on  the  same  of  $671,- 
800  in  addition  to  the  regular  dividends.  The  $S,000,000  of  stock  taken 
|by  indivJdujU.9  was  Bubscribed,  l|2,IK)0,000  Ln  specie  and  the  remainder 
United  States  six  per  cent,  stock.  Of  the  total  25,000  shares  of  stock 
I6,(KK)  were  held  abroad ;  and,  as  foreign  stockholders  could  not  vote, 
[le  bank  was  controlled  by  tlie  stockholders  in  the  United  States  own- 
;ig  the  remaining  7,000  shares.  They  elected  twenty-five  directors, 
>  nuuiaged  the  affairs  of  the  parent  institution  in  Philadelphia  and 
had  the  general  superintendence  and  appointment  of  the  directors  and 
Cashiers  of  the  offices  of  discount  and  deposit  in  other  places.  There 
I  were  e>ightof  these  offices  or  branches,  at  Boston,  New  York,  Baltimore, 
S^orfolk,  Charleston,  Savannah,  Washington  and  New  Orleans.  The 
lends  averaged  8  13-14  per  cent,  per  aimnm.  Mr.  Gallatin  con- 
' '  that  the  afialrs  of  the  bank  as  a  moneyed  institution  had  been 
wfadjr  oud  skillfully  managed."  He  enumerated  the  advantages  the 
GoTetniuent  bad  received  as  consisting  of  the  safe  keeping  of  public 
depooitft,  the  transmission  of  public  moneys,  aid  in  collection  of  reve- 
BOM  bjr  means  of  the  punctuality  of  payments  Introduced  by  it«  sys- 
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tSB,  the  faoUiti«ii  grauted  to  importers,  and  loans  that  as  long  as  the 
iMoeMitles  of  the  Treasury  nHjiiired  were  made  to  it  by  the  bank.  The 
IcNUM  thas  made  amounted  tu  96,200,000. 

Tb«  larK«  amount  of  capital  held  by  foreigners  who  had  no  nbare  in 
the  control  of  the  in«titution  was  an  objection  in  the  luinds  of  some. 
But,  HM  Mr.  Gallatin  very  adroitly  put  it,  "if  the  charter  is  not  renewed 
the  prin(?ipnl  of  that  portion,  amounting  to  about  ^.200.i»0<i,  must  at 
once  lie  reiultted  abroad;  but,  if  the  charter  la  renewed,  dividcndK 
ot|ual  to  on  interest  of  about  eight  and  one-half  per  cent,  a  year  must 
be  remitted  in  the  same  manner."  He  suggests  ttmt  the  charter  might 
be  modifled  i»o  that  all  the  stock  might  be  held  at  home;  but  the  objeo- 
tiun  did  not,  in  his  opinion,  outweigh  tlie  uinnifeHt  public  advniit4iwe«< 
t*>  bo  derived  from  a  renewal  of  the  charter.  Uo  thought  tluit,  if  a 
renewal  was  granted,  the  bank  could,  perhaps,  afford  to  i>ay  a  bonus 
for  the  same  of  fil. 250,000;  but  believed  that  the  renewal  should,  if 
granted,  be  bahe<l  on  weightier  considerations  than  the  mere  payment 
of  such  a  sum  into  the  Treasury. 

He  Kuggested,  as  uuKliilcations  of  the  charter  to  be  adopted  in  ca«« 
of  reiiewnl,  that  the  bank  should  par  interest  on  C-rovernment  dep^jsit* 
in  eic.e«9  of  $3,000,000.  that  it  should  be  bound  to  lend  the  llnited 
Htates  at  any  time  not  to  exceed  three-Hfths  of  its  capital  at  six  percent, 
interest,  payable  in  monthly  installments  at  the  Government's  pleas- 
ure; tliNt  the  nkpitai  be  bicrea«ed  to  (tSO.OOO.OOO-fS.OOO.OOO  of  the  in- 
OMe  to  be  taken  by  individnnl  citizens  to  be  equitably  apportioned 
'  •tnong  the  MTeral  States  and  Territorie.s,  and  fl5,000,00<.l  by  the  evr- 
•rnl  8tat«e.  each  State  to  have  n  branch  e«tabU»hed  within  its  limits  if 
it  dwdred;  the  payments  both  by  individuals  or  States  to  be  in  specie 
or  pnbISc  stocks.  By  this  plan  Mr.  Gallntin  belie ve<i  tliat  by  mean*  of 
tlie  intweet  the  bank  would  pay  on  pubhc  deposits,  the  United  States 
ouald  acicnniuliite  u  treasure  in  time  of  |>eace  ready  for  any  emergency. 
They  could  rely  on  a  loan  of  f  18,000,000.  The  bank  would  form  a  bond 
of  inlervat  among  the  States. 

Hkhiraphical  Sketch  op  Albert  QALi^ATur. 

Albert  Gallatin  was  bom  in  Geneva,  Rwitzerlaod,  January  2(9,  1761, 
where  be  receiTod  »  goo<l  iMlucation.  When  nineteen  years  old  he  em- 
iKrute«]  to  .\merioa,  baing  imbued  with  nti  enthusiasm  for  the  ni<wor<it<r 
of  thhigx  suggested  by  the  Ucvolutionory  War.     He  m  -  >, 

His  disUke  of  a  xtnmg  government  made  him  on  anti  )  ut 

after  the  adoption  of  the  ('onstitution,  which  he  opposed,  on  account 
of  hi«*  education  and  intellectual  force  and  gifts,  he  became  a  louder 
in  Weiit4'm  Pennsylvania  where  he  had  settled,  aiid  was  elevt«Hl  to  the 
Senate  of  the  Cnlteil  States  in  1793.  ( twing  to  some  defect  in  his  uat- 
urallzatlon  papers,  the  Senate  refused  him  his  seat.  When  he  returned 
to  Pennsylvania,  the  WhUdiey  Bebellion  had  broken  out.  lie  sympa- 
thised with  tboee  who  leeinted  the  ciciMc,  nnd  took  a  leading  part. 


F&DBRAL  AND  STATE  BANKS,  m^-isn. 


43 


Sen  the  insurgents  began  to  resort  to  acts  of  violence,  however,  he 
lued  hin  trreat  iiitlueuce  to  prevent  bloodshed.  Elected  to  the  House 
of  n  ■•«,  he  kept  up  a  warfare  on  the  Federalists,  and  when 

lo  i  I  became  President,  Gallatin  was  made  Secretary  of 

the  i'retisDry.  His  adtuinistration  was  most  snccessfal;  his  natural 
eoinaer\'utL'uu  checked  his  democratic  ideas  and  he  made  little  change 
io  Uie  arrangements  of  Hamilton.  Until  the  breaking  out  of  the 
ibles  with  England  the  condition  of  the  Treasury  improved  under 
management,  the  debt  was  paid  off  as  it  became  due  and  there 
wae  a  surplus  bfilanoe  available.  After  leaving  the  Treasury  he  be- 
came one  of  the  American  conunissioners  engaged  in  negotiating  the 
Treaty  of  Ghent.  He  was  subsequently  appointed  Minister  to  France, 
and  In  1826  Minister  to  England.  He  settled  Anally  in  New  York, 
where  he  died  Augost  12,  1849.  The  Gallatin  Bank,  now  the  GaUatin 
National  Bank,  was  named  after  him. 

BlLIi  ISTROnnCKD  IS  COSORKSa  FOR  Rkchaktbr. 
len  Congress  met  in  1809  several  measures  were  intro<laced  hav- 
ing reference  to  the  continuance  of  a  National  bank,  all  more  or  less 
modelled  upon  Mr.  Gallatin's  recommendations.  One  was  a  bill  to 
BBtablisb  a  new  National  bonk  ui  Washington  with  a  capital  of  915,- 
OOO.OC*  to  be  subscribed  by  the  United  States,  the  States  and  individ- 
ual citizens  aiid  corporations.  The  others  were  for  the  extension  of  the 
existing  bank,  with  provision  for  a  bonus  to  be  paid  to  the  Government 
either  in  money  or  bank  stock,  and  for  the  increase  of  capital.  No  ac- 
tion wati  taken  at  this  session  of  Congress.  The  bill  to  continue  the 
charter  came  up  again  in  December,  1810.  The  question  of  the  consti- 
tutionality of  the  bank  was  immediately  raised  by  Mr.  Burwell,  of  Vir- 
iriuia.  but  it  was  contended  by  Mr.  Fisk,  of  New  York,  that  since  Mr. 
Jelleniiou's  election  the  party  he  represented  had  twice  virtually  ad- 
mitte<l  the  constitutionality  c>f  the  measure,  once  in  selling  a  large  part 
of  the  shares  of  the  bank,  which  sale,  although  made  to  a  foreigner, 
Mr.  Baring,  was  sanctioned  by  the  vote  of  the  House  of  Representa- 
tives in  1803,  and  again  by  the  passage  of  an  act  in  1804  authorizing  the 
bank  to  establish  branches  in  the  Territories.  Mr.  Fisk  went  on  to 
show  the  danger  and  difiBculty  that  would  ensue  in  the  financial  opera- 
tJoUB  of  the  country  and  Government  if  dependence  was  had  on  State 
banks  alone.  The  destruction  of  the  bank  would  result  in  doubling 
Xhtt  quantity  of  State  bank  paper.  He  spoke  of  numerous  applications 
made  for  new  bank  charters,  and  regarded  them  ajs  the  evidence  of  the 
de*r  r>iril  of  speculation  which  threatens  to  stand  upon  the  ruins 

u(  : .  1  States  Barik  until  the  country  shall  be  overwhelmed  with 

ruunions  of  paper  from  these  new  manufactories. 

Mr.  Seybert  thought  the  charter  was  constitutional  when  it  was 
Knuited,  because  the  bank  was  then  a  necessity ;  it  was  no  longer  snob. 
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Denunciation  of  the  Bank. 

P.  B.  Potter,  of  New  York,  said  the  bank  was  onoonstitational; 
that  Hamilton  was  wronf<  in  assuming  that  the  United  States  Govern- 
ment was  sovereign ;  it  was  only  sovereign  within  the  Constitation. 

Mr.  Desha,  of  Kentacky,  agreed  with  Mr.  Potter.  The  question 
was  whether  we  will  foster  a  viper  in  the  bosom  of  our  country  that 
will  spread  its  deadly  venom  on  the  land  and  finally  affect  the  vitals  of 
our  republican  institutions,  or  whether  we  will,  as  is  our  duty,  apply 
the  proper  antidote  by  a  refusal  to  renew  the  charter,  thereby  check- 
ing the  cankering  poison.  He  thought  the  bonus  offered  by  the  bank 
was  a  bribe  offered  to  the  nation.  He  had  no  doubt  that  George  III 
was  a  principal  stockholder  in  the  bank,  and  that  the  English  monarch 
r^ardod  it  as  an  instrument  in  effecting  his  nefarious  purposes  against 
the  United  States,  and  would  bid  up  several  millions  of  dollars  rather 
than  not  have  the  charter  renewed.  This  was  a  safer  method  than  en- 
countering Americans  in  arms.  Of  that  we  made  him  extremely  tired 
when  we  were  in  a  state  of  infancy. 

Mr.  Pickman  was  anxious  to  have  the  charter  renewed.  He  spoke 
of  the  pressure  its  liquidation  and  the  payments  of  the  amounts  due  it 
in  specie  would  bring  upon  the  creditors  of  the  institution,  including 
among  the  latter  the  State  banks. 

Mr.  Alstcm  (N.  ('.)  had  no  doubt  of  the  constitutional  power  to 
create  a  National  bank  ;  he,  however,  desired  an  institution  the  stock 
of  which  should  bo  held  by  the  States. 

Mr.  Key  thought  it  was  both  constitutional  and  expedient  that  the 
charter  be  renewed. 

Mr.  Love  and  Mr.  Newton  wanted  an  immediate  decision.  The 
fonuer  believed  that,  considering  the  near  approach  of  the  date  of 
expiration.  Congress  should  take  action  so  that  the  Qovenunent  or 
bulk  should  not  he  embarrassed. 

Mr.  Troup  said  the  bank  sliould  have  got  ready  to  wind  up  three 
years  since. 

Mr.  Pisk  asked  whether  the  Government  deposits  were  to  be  trans- 
femnl  to  the  State  banks  without  sanction  of  law. 

Mr.  Wright  (Md.)  regarded  the  measure  as  unconstitntionaL  He 
referred  to  the  fears  expressed  that  agriculture,  commerce  and  maou- 
factoritw  will  receive  a  vital  stab  by  suffering  the  charter  of  this  bank 
to  expire.  This  is  a  groundless  phantom,  produced  by  the  feverish 
fancy  of  those  laboring  under  the  bank  mania.  But  if  it  should  be 
felt  to  the  extent  appn>hended  he  trusted  that  it  would  be  borne  with 
fortitude  by  our  follow  citizens  when  they  reflect  that  it  could  not  be 
renewed  but  by  a  \iolation  of  the  Constitution,  and  perhaps  of  our  in- 
dependence. This  charter  is  a  cancer  upon  our  body  politic  which  he 
hoped  the  hand  of  time  would  be  suffered  to  eradicate. 

Mr.  Boyd  eonaidered  the  bank  a  great  swindle  founded  on  paper 


FEDERAL  AND  STATE  BANKS.  I784-1S17. 


45 


Ui. 


irf^0'8tat«  i»«ued  to  apeculatora  for  Revolntionary  claims  at  their 

TftltMs  whicli  tbe  speculators,  as  stxm  m  they  knew  of  HaiuiltoTi''H 

Ffooding  scheiue,   had   sent  out   runners  t-o  purchase  at   2s.    Cd.    up 

'  iw  ^  in  the  pound.     He  wim  an  anti-bank  luuu,  and  thought  that 

what  little  good  they  might  do  was  couutcrbolanoed  by  greater  di.sad- 

iTsntegci. 

Mr.  McKee  bad  believed  tbe  constitutionnJ  question  settled  by  the 

foriginal  grant  of  the  charter  and  by  the  conflrmatiou  of  Mr.  Jefferson 

and  tbe  «'otes  of  a  Republinau  Cungress.     He  stated  that  if  the  quon- 

tioD  bad  been  brought  before  Congress  in  1808  the  charter  would  have 

ased  by  a  birge  majority. 

Afcordiiig  to  Mr.  Barry,  the  measure  was  un(K>nKtitutional. 
Mr.  F'indley  regarded  it  a£  a  dangerous  experiment  to  refuse  to  re- 
charter  tbe  bank. 

Mr.  MeKim  did  not  think  tbe  oon.seqneuoe  of  winding  up  the  insti- 
|tuticii>   would   be  as  serious    as   imaginetl.       ItM   debts   exceeded    the 
joaut  due  to  it.     What  it  called  in  with  one  hand  it  would  pay  out 
[with  the  other. 

Mr.  tiold's  opinion  was  that  the  answer  made  by  those  who  opposed 

Ithe  recharter,  viz.,  that  the  State  banks  could  be  relied  upon  to  admini:^- 

]Uii  thi!  Unanees  of  the  Government,  was  an  admission  that  a  bank  was 

aeoeeieary.     Gentlemen  look  with  fear  and  trembling  lest  there  should 

l"be  the  intemuMuou  of  a  day  between  the  separation  of  the  clmrter  of 

the  United    States   Bank  and   the  gladdening  reign  of  State  banks. 

sparations  are  in  forwardness  for  celebrating  the  nuptials  of  these 

3t«t«  damsels  who  with  little  modesty  attend  the  ante-chamber  eager 

^to  nub  into  the  amis  of  the  patronage  of  the  Treasury. 

Mr.  Johnson  opposed  the  repliart«r  from  a  i<euse  of  duty,  believing 
to  be  anconstitutioiioi  and  inexpedient.  He  regarded  ita  stockbold- 
I  OS  a  moneyed  tmstocracy,  a  privileged  class. 

Mr.  Shefly,  far  from  believing  the  country  in  danger  from  the  bank, 
irhic>h  bod  been  characterized  as  a  ntjer,  feared  a  much  more  deadly 
[riper  in  the  encroachments  made  on  the  Federal  Government  by  the 
(Btateo.  If  it  is  seriously  wished  that  this  Government  and  this  Union 
^riurald  be  preserved,  it  is  time  that  the  spirit  of  encroachment  and 
|coQtn>l  assumed  by  some  of  the  States  should  be  discouraged. 

Mr.  Garland,  Mr.  Tallmadge,  Mr,  Nicholson  and  Mr.  Stanley  argued 
Ifor  tlie  oonstitntionolity  of  the  bank,   and  Mr.   Crawford,  Mr.  Khea 
and  Mr.  Eppes  repUed  to  them. 

The  lioose  postponed  the  bill  by  a  vote  of  sixty-flve  to  sixty-four. 
A  resolution  of  the  State  of  Virginia  requested  its  Senators  and 
BUtatives  to  use  their  best  efforts  to  defeat  the  recharter. 


Views  ok  Srcrbtabt  Gallatin. 

When  tbe  petition  of  the  bank  for  renewal  was  presented  in  the 
I  United  States  ^nnte,  in  December,  1810,  the  committee  to  whom  it 
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wan  referred  requested  the  opinion  of  Albert  GaJlatin,  In  a  letter  of 
January  80,  1811,  Mr.  Uallatin  waa  manifestly  in  favor  of  the  renewal. 
Upon  the  qnestion  of  coustitiitionnlity  he  wrote  :  "Permit  me  simply 
to  Atate  that  the  bank  charter,  ha\'inK  for  a  number  of  years  been 
acted  upon,  or  acquiesced  in,  as  if  CDnstitutional  by  all  the  constituted 
aatlioritiea  of  the  nation,  and  tliinking  mywelf  the  use  of  banJis  to  be 
at  present  necessary  for  the  exeroise  of  the  legitimate  powers  of  the 
general  Government,  the  continuation  of  a  Bank  of  the  United  States 
htt»  not,  in  the  view  I  have  been  able  to  take  of  the  subject,  appeared 
to  me  to  be  unconstitutional." 

The  debate  on  the  measure  commenced  on  February  11  on  a  motion 
to  strike  out  the  t1r?<t  hectiou. 

Mr.  Crawford  argued  in  favor  of  the  constitutionality  and  expedi- 
ency of  the  measure.  He  alluded  to  the  abu^e  of  the  recliarter,  cur- 
rent in  the  Doinocrntic  *  papers  of  the  day,  saying  that  he  had  always 
thou>rlit  that  a  corp«iration  was  an  artificial  body  existing  only  in  cms- 1 
temptation  of  law  :  but.  M  we  can  believe  the  rantiugs  of  the  Demo- 
cratic editor*  in  tlie.se  great  States,  and  the  denunciations  of  our  public 
deelaimers,  It  exist«  under  the  form  of  every  foul  and  hateful  beast 
and  bird  and  creeping  thing.  It  is  an  hydra  ;  it  is  a  cerberus  ;  it  is  a 
gorgon  ;  it  is  a  vulture  ;  it  U  a  viper.  This  is  what  is  called  the  lib- 
erty of  the  press.  It  Is  tyranny.  To  him  it  was  perfectly  indifferent 
wlK'ther  the  tyrant  in  an  irre.sponsible  editor  or  a  daspotic  monarch. 

Mr.  I.icil>  pn'.M'nte<l  remilutions  by  the  Legislature  of  Pennsylvania, 
r«quci«ting  their  N<<nat(>rs  iuid  Kopresentatives  to  oppus«  the  recharter. 

Mr.  I^loyd  was  in  favor  of  the  recharter,  and  spoke  of  the  various 
olajMew  t)f  pcojUe  who  wcrr  in  favor  of  it. 

Mr.  GileH  followed  at  grt^at  length  against  the  bill. 

Henry  ('lay  followed  Mr.  (iiltw.  luid  rt*marked  that  hia 
waa  both  Uislructivc  lUid  aiiui<ung.  He  had  discussed  both  Bidaa< 
qUMtioo  with  graat  ability  and  el(KIuen»^  and  certainly  demon.stnttod 
to  the  wUiitaetion  of  all  who  heard  hiui  both  that  it  was  coustltutioual 
Atid  tuwotwtltutlonal,  highly  pti>[>er  and  highly  Improper  to  prolong 
lb*  obaftcr  of  the  bank.  He  was  against  the  recbartei^-and  almost 
«ntlMly  apoo  tha  ground  that  the  power  to  etoate  aooh  liutitutiou  was 
ool  Rnuilad  bj  Om  CooatttnUon. 

Mr.  INipa  aaki  thla  qfOMlkm  bad  beeaow  a  eoatart  betwaan  a  few 
Importing  Statas  and  the  p«o|>le  of  tbeDnitadStataa.  Tbe  LegblaturvM 
of  two  larga  Statw  bad  Inrtruetad  Cooflpraaa  to  glre  up  the  oollMlkia 
off  tbaravamMt  to  tha  Stela  tanka.  Ba  did  not  batteva  in  maldag  an  < 
wummmrj  and  wankm  mltkmtk,  npon  tba  ooauMroial  intcnata  of  tl>e 
oan^rj.    Ha  tbo«i^t  tb«  bill  waa  oppoaad  bj  aooM  vbo  were  lb  Cavor 

•1%*  iiarty  ay^  wmit  la  tto  IManlMa  »«•  arai  kaova  m  tiM 
aftormito  m  ika  DaMuiiatwi  >s»w>iHnia  funf.    Tht  lasmt  bmh 
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^^^^  National  bank.  It  was  questionable  if,  on  the  downfall  of 
tluB  Institution,  any  one,  either  foreigners  or  eitizens,  would  invest  in  a 
new  uatiuoa)  oriLranl/,ation.  The  fall  of  this  will  throw  most  of  the 
b&ukiuc  capital  iiito  the  banks  of  the  great  commercial  States  whose 
bostility  x^-ill  be  increased  against  any  new  national  ins^titution. 
Mr.  Smith,  of  Maryland,  was  against  the  recharter. 
Mr.  Brent  was  in  favor  of  the  bill.  He  began  with  some  diffidence, 
bot  niiide  one  of  tlie  longest  speeches  in  the  debate. 

Mr.  Taylor  believed  in  the  coustitutionaUty  and  expediency  of  the 
re«harter. 

Mr.  Pickering  stated  he  had  received  an  instruction  in  the  form  of 
a  request  from  the  House  of  Representatives  of  the  State  of  Massachu- 
Mitts  to  vote  against  the  bill.  He  went  on  to  show  that  such  instruc- 
Uons  were  not  obligatory,  as  they  interfered  with  the  independence  ol 
repreMDtatives  and  violated  the  Constitution  of  the  United  Htutes. 

When  the  vote  on  the  question  to  strike  out  the  first  section  was 

taken,  it  rtood  seventeen  to  seventeen,  and  George  Clinton,  of  New 

York,  the  presiding  officer,  cast  the  deciding  vote  in  favor  of  rejecting 

I  Th«  bill.     In  casting  the  deciding  vote  be  said  that  the  power  to  create 

'i'>ns  is  not  expressly  granted;  "  it  is  a  high  attribute  of  sover- 

i!id  in  its  nature  not  accessorial  or  derivative  by  implication, 

[  bat  primary  and  Independent.     He  thought  tliis  interijretation  of  the 

lirution  safer  than  the  other,  which  had  an  ine^'itable  tendency  to 

Jlidation." 

LlQOIOATIOy  OF  THE  BJiSK. 

After  the  final  rejection  of  the  bill  for  the  recharter  the  bank  pre- 

nnte<d  a  further  memorial  to  both  the  House  and  Senate  asking  for  a 

temporary  extension  of  its  powers  for  two  years  to  enable  it  to  close 

op  it»  affairs.     In  each  case  the  memorial  was  referred  to  a  coni- 

[mitiee,  and  both  committees  reported  adversely  to  granting  the  prayer 

|oi  the  nii  -ts. 

Tlie  1  f  the  Bank  of  the  United  States  appHed  for  charters 

fo*  new  l>uuk8  to  succeed  to  the  busincMS,  to  the  Legislatures  of  New 
York  and  Pennsylvania.     The  charter  of  the  Bank  of  America  was 
finally  granted  by  the  State  of  New  York  after  some  exciting  episodes 
in  tJie  I.iegislature  of  that  State,  continuing  for  a  year  or  two,  the  his- 
tory of  which  is  included  in  that  of  the  B:uik  of  America,  of  New  York. 
I  'n»*  Bank  of  Commerce  was  the  name  desired  in  the  application  of  the 
I  trustees  to  tlie  State  of  Pennsylvania,     It  wjus  repiirtod  upon  favorably 
[  by  a  grand  committee  of  thirty-one  meuibers.     The  bill  provided  for 
a  bank  with  a  capital  of  17,500,000,  to  continue  till  1832. 

The  banking  houBe  and  most  of  the  assets  of  the  Bank  of  the  United 

,  StatcB,  including  over  five  millions  of  dollars  in  specie,  were  purchased 

'  by  Stephen  Girard.  of  Philadelphia,  who  at  once  started  the  Girard 

Honk,  which,  converted  to  a  National  bank  in  1865,  continues  to  this 
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day.  The  pnrchaae  and  transfer  came  about  in  this  way.  In  1810 
Girard  bad  large  balances  with  the  Barings,  amoonting  to  £116,701. 
In  1811  tlie  indebtedness  of  that  finn  to  him  was  nearly  £200,000. 
Ttie  difficulties  in  trade  with  the  Continent  were  great  and  the  Barings 
were  in  danger.  Mr.  (iirard  sent  two  agents  to  London  to  do  what 
they  could  to  withdraw  the  amount  due  and  transmit  it  to  America. 
Part  of  the  funds  were  invested  in  goods  and  part  in  American  six  per 
cent,  stocks  and  United  States  Bank  shares,  then  at  abont  $430';, 
(£98  10s.)  per  share.  The  Barings,  it  will  be  remembered,  had  pur- 
chased a  large  amount  of  the  bank  stock  from  the  United  States  Gov- 
ernment in  1804.  The  stock  Girard  had  purchased  gave  him  a  large 
interest  in  the  bank;  and,  in  the  spring  of  1812,  he  found  by  consulta- 
tion with  George  Simpson,  the  Cashier  of  the  old  institution,  that  the 
bank  building  and  Cashier's  house  could  be  purchased  for  $120, 000,  leas 
than  one-third  of  its  cost.  The  purchase  was  made,  the  property  was 
transferred  to  (iirard,  and  his  new  bank  commenced  operations  on  May 
12,  1812,  with  $1,200,000  capital,  which  was  afterward  increased  to 
$1,300,000. 

Much  of  the  business  of  the  Bank  of  the  United  States  was  trans- 
ferred to  Girard's  bank,  together  with  $5,000,000  in  specie.  The  offi- 
cers and  employees  of  the  old  bank  were  retained  at  the  same  salaries. 
Girard  bought  the  stock  expecting  the  charter  of  the  Bank  of  the  Uni- 
ted States  to  be  renewed.  If  this  had  occurred  he  would  have  made  a 
fortune  by  the  rise  in  stock.  But,  as  it  was,  he  saved  himself  by  the 
purchase  of  the  old  bank.  He  did  not  use  the  old  circulating  notes, 
but  iMild  out  notes  of  State  banks  till  his  own  were  printed,  which  bore 
the  device  of  a  ship  under  full  sail  and  an  American  eagle. 

Tlie  Htockholdera  of  the  Bank  of  the  United  States  received,  on  the 
Hnal  winding  up  of  the  institution,  $134  per  share,  which,  witli  divi- 
dends averaging  al)<>ut  eight  per  cent,  per  annum,  made  it  no  bad  in- 
vi<stni('nt.*  Many,  however,  had  bought  and  sold  at  much  higher  rates 
Hoin«>  years  provioux  to  tho  expiration  of  its  charter.  The  United  States 
Govenimcnt  sold  to  the  Barings  for  a  premium  of  forty-five  per  cent, 
hi  1802,  or  $580  per  hhare. 

CoSDITIOX  OK  STATK  BAXKS. 

Tho  State  iMUikx,  which  the  oppononts  of  the  recharter  believed 
iule«|uat4>  to  tlieilM'ul  n><|uireuients  of  tliedrovernmcnt  and  to  the  mon- 
etary neeeN<<itie)«  of  trade  and  industry,  failed  in  the  trial  to  which  the 
exigencieH  <»f  the  War  <»f  1S12  Nuhjeeted  them.  In  September,  1814,  all 
c»f  them  wliich  wen*  south  of  New  Knglaiid  suspended  sfMHne  payments. 
Nearly  line  hundred  of  them  in  ditTeriMit  K>eti<>ns  of  tho  country  had 
lN'4'Hi)f  nei'eHhtty,  in  thealiM'n<*<>  of  a  National  bank,  selected  as  depos- 
itories of  GiivernnienI  fund.-*.  The  eheok  on  the  redemption  of  their 
notes  lM*ing  removed,  anexiMiUhioa  of  their  i.»kUos  followed;  its  amount, 
*  I'urtiin,  "  Life  Kiuliii-iit  Anierifuim,"  |>.  S!7. 
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eh  wa«  estimated  in  1811  at  $28,100,000,  being  in  sucoeeding  years 
ling  to  Mr.  Crawford,  a.><  follows:  •     In  1813,  from  ^62, 000, 000  to 
^WO.OOO;  in  1815,  from  ♦9'J.OOO.OOO  to  niO,000,000,  and  in  1619.  from 
45.<NX),000  to  $53,0<)0.l)0<l. 
DariiifT  tbe  year  1816  the  banlCA  continued  to  issue  largely,  and,  in 
laddition  tn  this.  Il<x>d8  of  unchartered  currency  were  poured  out  in 
Inotes  of  all  denf>iiiinatiou8  from  six  eentf  upward.     Great  distress  re- 
Iniltetl  to  tbe  country  from  tbe  depreeiation  of  tlie  currency  ;uid  from 
failures  of  baiika  iu  1818s  1819  and  1820.     The  root  of  the  evil  lay 
l{n  the  attempt  of  the  Goveminent  to  carry  on  an  expensive  war  by 
lcu.'aii»  of  bank  loans  and  the  note^s  of  State  corporationti  over  which  it 
Ltuul  i»o  control,  thereby  converting  an  irredeemable  papier  issued  by 
[trresponsibte  institutions  into  a  national  currency  by  (j^sistiug  in  its 
Icireulation  and  encouraging  its  expanirilou.     In  1814  Treasury  fund^  to 
tie  amount  of  nearly  nine  luillionB  of  dollars  were  in  the  suspended 
IxuikB;  and  tbe  oorrespon<lence  of  Secretary  Crawford  with  the  deposit 
bank.<(  from  Jauuarj'  1,  1S17,  in  May  8,  1822,  fills  two  volumes,  oompris- 
fiinr  1.2:?7  pages. t     Tbe  loans  of  tiie  tioveminent  in  ISlfi  amounted  to 
(1.     Treaaury  notes  were  not  redeemed,  and  general  distrust 
■  \. 
On  October  6, 1814,  Mr.  Dallas  was  appointed  Secretary  of  theTreas- 
and  on  tbe  14th  of  the  same  month,  in  response  to  a  communica- 
JD  from  tbe  Committee  on  Ways  and  Means,  he  transmitted  a  report 
recouiuiending  the  orgauiization  of  a  National  bank.     In  tliat 
says:  "The  multiplication  of  State  banks  in  the  several  States 
»o  incr»MU»ed  the  quantity  of  paper  currency  that  it  would  be  diffl- 
Jt  to  calculate  its  amount  and  still  more  difficult  to  ascertain  its  value. 
•     "     "niore  exists,  at  this  time,  no  adequate  circulating  medium 
oaimon  to  the  citizens  of  the  United  States.     The  moneyed  transac- 
1  of  private  life  are  at  a  stand,  and  the  fiscal  operations  of  the  Gov- 
But  Uiborwitti  extreme  inconvenience.     ♦    •    ♦    Under  favorable 
ihtaiio«',  and  to  a  limited  extent,  an  emission  of  Treasury  notes 
vonld  probably  afford  relief;  but  Treasury  notes  are  an  expensive  and 
Iprenarioas  substittite  either  for  coin  or  bank  notes,  cliarged  as  they  are 
(with  a  growing  interest,  productive  of  no  countervailing  profit  or  emol- 
ument, 111    "  -ed  to  every  breatli  of  {xipular  prejudice  or  ahu'in. 
[The  e«tJi'  it  of  a  National  institution,  operating  upon  credit, 
I  combined  wiih  capital,  and  regulated  by  prudence  ax»d  good  faith,  is, 
iftrtcr  nil,  the  only  efRcient  remedy  for  the  disordered  condition  of  our 
leiroulatlng  medium.     Tlie  establishment  of  a  National  bank  will  not 
|<mly  b(*  useful  iu  promoting  the  general  welfare,  but  it  is  necessary  and 
ciper  for  carrying  into  execution  some  of  the  most  important  powers 
It               illy  vested  in  the  Government." 
LI   '...     .   :  J.  Dallas,  like  Mr.  Gallatin,  his  predecessor  in  office,  was 

•KlnniK*  Report.  Vol.  XII.  p.  60. 

*  Rlghtaeatb  Congr«sa,  llrvt  oeaslon.  No.  140. 
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not  a  native  of  the  United  States.  He  caiue  to  tliia  country  from 
Jamaica  when  twenty-four  yearn  of  age.  He  wajs  a  Jeffersonian  Detn- 
ocrat,  and  one  of  Mr.  Uollatin's  most  intimate  friends  Wlien  the  lat- 
ter retired  from  tlie  Treasury  Mr.  Dallas  was  called  by  President  Mudi- 
Hon  to  the  position.  He  afterwards  became  Secretary  of  War,  and  died 
suddenly  in  1817. 

After  1811,  in  place  of  one  United  States  bank  acting  as  it.<i  DitDal 
agent,  the  Oo%-emment  accounts  were  distributed  among  a  large  num- 
ber of  rotate  banks  scattered  oil  over  the  Union.  Such  was  the  state 
of  the  public  credit  in  1818  and  1814  that  in  thot«  two  years  ^S.SfG!). 
776  of  six  per  cent.  i«t«  cka  Lafued  by  the  (Jovemmeiit  and  ninuiiig  fur 
twelve  yearn  wcr«»  sold  at  a  discount  of  nearly  flftt>on  per  cent.,  the 
•iovemmcnt  realizing  from  their  sale  but  $35,987,762.  On  February 
24,  1815,  a  loan  of  f8, 850,960,  running  for  nine  yean,  but  with  int«re«t 
incn^osed  to  seven  percent.,  was  negotiated  at  par;  and,  on  March  3 
following,  another  loan  of  $9,745,745  for  nine  months  nt  six  per  cent, 
interest  brought  into  the  Treasury  but  ifO.  284,044,  the  discount  in  this 
hiBtarice  being  nearly  five  per  cent.  In  addition  to  these  losscw  the 
money  received  for  the  loans  wa«  at  a  lieavy  discouikt  for  specie— the 
depreciation  in  the  IocjU  currency  at  the  close  of  the  war  ranging  to 
twenty  and  oven  twenty-flve  per  cent. ,  and  the  Government  supplies 
being  nbtttincd  only  at  a  proportionate  rise  in  price.  8ncli  were  some 
of  the  result?  of  a  State  bank  system  during  the  period  that  followed 
the  eipirution  of  the  charter  of  the  bank  on  Marob  4,  1811.  and  until 
Ibt  re-est&bli^htueut  on  January  7.  1817. 

Skktcu  or  Stkphkn  Oiharp. 

Btepben  Girard  was  born  May  SO,  1750,  near  Dordeanx.  Prance.  HI* 
father  was  tha  owner  of  several  vessels  and  an  ex-otficcr  in  the  Koyal 
Navy  of  France,  and  una  knighte<l  by  LouLs  XV  for  saving  a  burning 
Tassel  at  sea.  The  son  also  became  a  manner,  and  soon  after  his  arrival 
■t  New  York,  in  1774,  he  engaged  in  trade  witli  New  Orleans  and  the 
Wettt  Indies.  In  1776  he  went  into  mercantile  businessat  I'hilndclphia. 
UU  enterprises  were  higldy  prosperous.  During  the  yellow  fever  epi- 
demic in  1793,  aud  sabiteqaeutly,  he  was  active  in  relieving  the  ixsir  and 
alBii'teil.  He  purchatted  the  assets  of  the  United  States  Bank  and 
founded  the  Bteplien  Glrard  Bonk,  which  sust^dited  the  (iuveninient 
In  the  War  of  181S,  taking  an  entire  loan  of  |6,(M)(>,0<)().  The  bank  con- 
tinues In  bualnen  as  tlie  tiirard  National  Bonk,  oci-upying  what  is  Im^ 
Ueved  to  be  the  oldaat  bank  building  in  the  United  States,  its  cxmst  ruc- 
tion tiavlxtgbetn  oommeDoed  In  1795.  Mr.  Girard  died  December  26, 
1831,  lieqaMOitaig  bis  large  forttinw  principally  to  Girard  <;;ollflge.  The 
▼alae  of  the  rectdtiarf  fnnd  is  now  over  |l*>,0(>o,0O(i,  and  is  ooostaoUjr 
growing,  only  the  inoonia  baing  osed.  Btoptim  Girard  was  one  of  the 
nost  saronsafnl  hanker*  this  enuntry  has  known,  v  -nevolcoees 

insurw  iiim  a  ponnauent  place  auiiMig  tho  world's  t^r  MuthropiiUL 
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BANKING  UNDER  FEDERAL  CONSTITUTION  CONTINUED- 
SECOND  BANK  OP  THE  UNITED  STATES,  1817-1889. 

Petition  from  New  York  city  for  National  bank— Secretary  Dallas  recommends  Na- 
tional bank  and  furnishes  plan  —  Action  upon  it  unfavorable  —  Amended  by 
S«iate  Committee — Vote  analyzed— Veto  of  President  Madison  —  Recommen- 
datlona  of  Madison — Report  of  Dallas'  plan  presented  to  House  — Bill  passes 
Hoose  and  Senate  —  Synopsis  of  law  for  second  Bank  of  the  United  States  — 
Operations  of  Bank  in  1817-1818— Speculation  in  its  stocks — Influence  on  State 
banks — Causes  of  dissatisfaction  —  Investigation  by  Congress — Mismanagement 
shown —  Change  of  ofBcers — Great  success  of  bank  from  1820  to  1839  —  Nicholas 
Biddle  becomes  President— Sketch  of  Biddle  and  other  Presidents— Beginning 
of  attack  by  Jackson- Message  of  1829— Jackson's  position— Report  of  House 
Committee — Amos  Kendall — Kitchen  cabinet. 

PKTITION  for  BAIfK  FROM  NeW  YORK. 

On  January  4,  1814,  a  petition  wa.s  pre.sented  in  the  House  of  Rep- 
resentatives by  Mr.  Lefferts,  signed  by  150  inhabitants  of  New  York 
city,  praying  that  an  act  be  parsed  incorporating  a  National  h&iik.  with 
a  capital  of  $30,000,000,  and  was  referred  to  the  Committee  of  WayH 
and  Means.  This  committee  reported  that  the  power  to  create  corpor- 
ations within  the  territorial  limits  of  States  was  not  delegated  by  the 
Constitution,  nor  was  it  essentially  necessary  to  carry  into  eifect  any  of 
the  delegated  powers. 

Mr.  Calhoun  asked  that  the  committee  be  instructed  to  inquire  into 
the  expediency  of  establishing  a  National  bank  in  the  District  of  Colum- 
bia, which  was  agreed  to.  On  February  19, 1814,  a  bill  was  introduced 
for  the  purpose  of  creating  a  National  bank  in  the  District  with  a  cap- 
ital of  130,000,000.  The  bill  was  opposed  chiefly  upon  the  ground  that 
it  would  antagonize  a  Government  loan  of  $25,000,000  then  author- 
ized ;  and  opposition  was  also  manifested  to  its  location.  It  was  not 
again  taken  up.  On  April  2,  1814,  Mr.  Grening  moved  that  a  commit- 
tee be  appointed  to  inquire  into  the  expediency  of  establishing  a  Na- 
tional bank.  After  some  debate  a  motion  to  indefinitely  postpone  was 
last  by  a  vote  of  eighty  to  seventy-one.  A  committee  was  appointed, 
but,  on  April  8,  discharged  and  the  subject  was  not  again  taken  up  at 
this  session. 
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PBOPOSALS  of  THB  SKCRBTART  of  THB  TRBASimT. 

On  October  14,  1814,  John  W.  Eppes,  chairman  of  the  Committee 
on  Ways  and  Means,  wrote  to  the  Secretary  of  the  Treasury  as  to  the 
best  means  of  sustaining  the  public  credit.  On  October  17  Secretary 
Dallas  replied,  recommending  the  incorporation  of  a  National  bank,  to 
be  established  at  Philadelphia,  with  a  capital  of  $50,000,000,  divided 
into  100,000  shares  of  fSOO  each.  Two-fifths  of  the  stock  was  to  be 
taken  by  the  Government.  The  subscriptions,  with  the  exception  of 
$600,000  in  specie,  were  to  be  in  six  per  cent,  stock  or  Treasury  notes. 
The  capital  and  circulation  and  all  property  of  the  bank  except  real 
estate,  was  to  be  exempt  from  National  and  State  taxation ;  no  other 
bank  was  to  be  incorporated  by  Congress  during  its  life  of  twenty 
years ;  it  was  to  have  branch  offices  of  discount  and  deposit,  and  its 
accounts  were  to  be  subject  to  the  inspection  of  the  Secretary  of  the 
Treasury.  On  December  21,  1814,  the  House  took  into  conuderation 
the  Secretary's  suggestions,  and  passed  a  resolution  that  it  was  expe- 
dient to  establish  a  National  bank,  by  a  vote  of  ninety-three  to  fifty- 
four.  On  November  13,  1814,  a  bill  was  introduced  by  Mr.  Fisk,  of  the 
Committee  on  Ways  and  Means,  which  seems  to  have  followed  closely 
the  plan  of  Secretary  Dallas.  This  bill  was  taken  up  in  Committee  of 
the  Whole,  and,  after  some  debate,  Mr.  Calhoun  proposed  a  substitute 
by  which  all  the  stock  was  thrown  open  to  individual  subscriptions — 
nunc  to  be  taken  by  the  United  States.  The  subscriptions  were  to  be 
paid  for  one  tenth  in  specie  and  the  remainder  in  Treasury  notes.  Mr. 
Calhoun  believed  this  would  su-stain  at  par  a  new  issue  of  Treasury 
notes,  which  would  give  immediate  relief  to  the  Government.  After  a 
debate  lasting  four  days  Mr.  Calhoun's  amendment  was  agreed  to  by  a 
majority  of  about  sixty  votes. 

The  Secretary  of  the  Treasury  was  requested  by  the  Chairman  of 
tlio  Committee  on  Ways  and  Means  to  communicate  his  views  in  regard 
to  payment  of  the  subscription  on  Trea.sury  notes.  He  answered  that 
an  issue  of  Trea-sury  notes  would  have  an  injurious  effect  upon  the 
credit  of  tlie  Government,  and  especially  u[X)n  the  loan  of  1815 ;  that 
he  did  not  believe  forty-four  millions  of  Treasury  notes  could  be  got 
into  circulation  without  depreciation.  At  the  date  of  his  letter  the 
House  had  rejected  the  provision  requiring  a  loan  of  $30,000,000  to  the 
Government,  and  had  also  struck  out  the  permission  given  to  the  bank 
to  suspend  si>ecie  payments  under  certain  conditions,  and  liad  given  it 
permission  to  sell  any  of  the  public  stocks  it  might  receive  for  subscrip- 
tions. Another  important  change  in  the  plan  of  the  Secretary  was  the 
reduction  in  the  capital  from  fifty  to  thirty  millions.  After  the  Secre- 
tary's letter  was  received  tlie  House  refused  to  pennit  the  bill  to  be 
read  a  third  time,  by  a  vote  of  one  hundred  and  four  to  forty-nine,  the 
vote  being  taken  on  Novenil>er  28, 1814. 
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A  bill  similar  to  that  flret  iDtrodnced  in  the  House  was  token  up  in 

'  Senate  on  December  2,  and  passed  on  December  9.    By  it  tbe  cap- 

I  of  the  proposed  bank  was  t^  be  fifty  millions;  and  it  was  bound  to 

thirty  millions  to  the  Government.     While  the  war  lasted  it  had 

Jght  to  snspend  sfpecie  payments  In  certain  contingencies,  and  was 

luring  that  period  pmhihited  fronj  selling  any  rnited  States  stocks 

rfved  Ic  subscriptions  to  its  capital.     This  bill  was  rejected  by  the 

InuJie  on  January  2,  ISIS,  the  vote  standing  eighty-one  in  its  favor  to 

eighty  against — Mr.  Cheves,  the  Speaker,  making  it  a  tie  vote.     Tlie 

Stpeaker  declared  the  decision  of  tbe  House  to  be  that  the  bill  should 

not  pasM.     Mr.  Hall,  of  Georgia,  moved  to  reconsider  the  bill,  and  the 

bill  was  recommitted  to  a  select  committee  of  seven.     Mr.  Web.ster  had 

pn.»vioa.«ily  indicated  that,  if  certain  amendments  were  adopted,  he  and 

biit  friends  would  }>e  willing  to  vote  for  the  measure.     Among  these  the 

malt  Important  were  to  reduce  the  capital,  to  strike  out  the  right  to 

iH|)end  specie  paymeut-s,  the  requirement  of  loan  to  Government,  and 

Hip  provhiion  restraining  the  bank  from  selling  st(jck  during  the  war. 

Vheu  the   committee  again   reported  these  amendments  had   been 

And  the  bill  pfiiosed  by  a  vote  of  one  hundred  and  twenty  to 

f-teveo.     After  some  conference,  on  January  20,  the  Senate  agreed 

it  in  its  amended  form.     The  vote  in  the  House  indicates  tliat  Mr. 

Tplifter  and  his  friends  controlled  about  forty  votes,  and  seem  to  have 

|iecn  more  or  less  State  bank  men. 

BiiJ-  Vetoed  by  pRKsroKXT  Maj>xson. 

The  bill  was  now  in  precisely  the  same  form  that  had  been  pro- 

|iionnred  inadequate  to  the  necessities  of  the  Government  by  Secretary 

Julias  in  liLs  letter  of  November  27,  1814.     On  January  30,  1815,  it  was 

totowl  by  Pre.sident  Madison  on  the  same  grounds  of  objection  takeu 

by  tlie  Secretary  of  the  Treasury.     Its  capital  was  not  large  enough; 

Jid  i*«rt  of  that  capital  was  to  be  made  up  of  Treasury  notes.     It  via» 

Hot  under  obligation  to  nuike  any  loans  to  the  Government.     The  bank 

iing  eum|)elle<l  to  redeem  its  notes  in  specie,  in  time  of  war,  its  notes 

Buuld  not  be  kept  in  circulation  to  the  extent  required  by  the  Govern- 

uwit.     The  capital  being  so  small  the  amount  of  public  stocks  sub- 

>r  would  have  but  Uttle  effect  in  enhancing  the  market  value 

x'ks;  and  even  this  effect  the  bank  was  permitted  to  counter- 

ci  by  the  sale  of  the  securities  it  received,  being  tempted  to  dispose  of 

lieu  to  obtain  the  specie  it  might  require  to  circulate  iia  notes.     On 

to  whole,  the  law  would  make  the  bank  very  profitable  to  itself  in 

time  of  peace,  but  of  little  u«e  to  the  Government  in  time  of  war.     He 

taived  the  question  of  constitutional  autliority  of  the  Ijegisluture  to 

HLrIi  an  ujcorporated  bank  as  being  precluded,  in  his  judgment,  by 

ited  n.'cognitions,  under  varied  circumstances,  of  the  validity  of 

iich  an  institution  in  acts  of  the  Legislative,  Executive  and  Judicial 

\  of  tbe  Government,  accompanied  by  indications,  in  different 
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modes,  of  a  concurrence  of  the  general  wiU  of  the  nation.  On  Feb- 
raary  2,  1816,  the  Senate  refused  to  pass  the  bill  over  the  President's 
veto,  and,  on  the  sixth,  Mr.  Barbour  a^n  introduced  the  bUl  in  its 
original  form,  and  it  again  passed  the  Senate  on  February  10,  1815 ; 
but  the  House  postponed  it  indefinitely  on  February  13  by  a  vote  of 
seventy-four  to  seventy-three. 

President's  Mbssaqb,  1815. 

President  Madison,  in  his  message  on  December  5,  1815,  said : 

"  The  absence  of  the  precious  metals  will,  it  ia  believed,  be  a  temporary  evil ; 
but,  until  they  can  again  be  rendered  the  general  medium  of  exchange,  It  devolves 
on  the  wisdom  of  Congress  to  provide  a  substitute  which  shall  equally  engage  the 
confidence  and  accommodate  the  wants  of  the  citizens  throughout  the  Union.  If  the 
operation  of  the  State  banks  cannot  produce  this  result  the  probable  operation  of  a 
National  bank  will  merit  consideration ;  and,  if  neither  of  these  expedients  be 
deemed  effectual,  it  may  become  necessary  to  ascertain  the  terms  upon  which  the 
notes  of  the  Government  (no  longer  required  as  an  instrument  of  credit)  shall  be 
issued  upon  motives  of  general  policy,  as  a  common  medium  of  circulation." 

It  will  be  observed  that  now  the  President  asks  legislation,  not  for 
time  of  war,  but  to  provide  for  the  necessities  of  a  time  of  peace.  The 
•war  plan  of  Secretary  Dallas  for  a  National  bank  had  been  rejected  by 
Congress,  and  the  measure  adopted  by  Congress  in  1816  had  been  re- 
jected by  the  President  as  insufficient  for  the  necessities  of  war  time. 

Plas  of  Mr.  Dallas  for  a  National  Bank. 

Mr.  Dallas,  on  December  6,  1815,  sent  to  the  Speaker  of  the  House 
a  proposition  relating  to  the  National  circulating  medium.  He  consid- 
ered four  questions :  Whether  it  was  practicable  to  renew  the  circula- 
tion of  gold  and  silver  coins ;  whether  the  State  banks  could  be  suc- 
cessfully employed  to  furnish  a  uniform  currency ;  whether  a  National 
bank  would  be  more  advantageously  employed  for  the  purpose;  and, 
last,  whether  the  Government  itself  could  supply  and  maintain  a  paper 
medium  of  exchange.  In  regard  to  the  State  banks,  while  acknowl- 
edging the  valuable  services  and  liberality  of  some  of  them,  he  said : 
"The  trtith  is,  that  the  charter  restrictions  of  some  of  the  banks,  the 
mutual  relation  and  dependence  of  the  banks  of  the  same  State,  and 
even  of  the  banks  of  the  different  States,  and  the  duty  which  the 
directors  of  each  bank  conceive  they  owe  to  their  immediate  constitu- 
ents upon  points  of  security  or  emolument,  interpose  an  insuperable 
obstacle  to  any  voluntary  arrangement  upon  national  considerations 
alone  for  the  establishment  of  a  national  medium  through  the  agency 
of  the  State  banks."  He  concluded  against  the  possibility  of  specie 
alone,  against  Gk>vemment  issues,  and  finally  that  a  National  bank  was 
the  best  and  perhaps  the  only  resource.  At  the  request  of  the  National 
Currency  Committee  of  the  House,  Mr.  Dallas,  on  December  24,  1816, 
enclosed  an  outline  of  a  plan  for  a  National  bank.    He  proposed  now  a 
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bauk.  for  twenty  years  with  a  capital  of  1^35,000,000,  seven  million  dol- 
liirs  of  vrluch  was  \n  be  subscribed  by  the  fioveminent.  This  might  be 
aagioented  to  130,000,000  by  Congress,  the  increa>ieto  be  divided  among 
the  States.  It  was  to  be  located  at  Philadelphia,  and  could  estab- 
iches  or  employ  State  banks  as  branches.  It  was  to  pay  spei^ie 
168,  and  not  to  raspend  without  autliority  of  Cougress.  In 
of  the  loati,  it  was  to  pay  tbe  (iovemuient  a  bonus  of  ?1, 500, 000. 
(a  time  of  peace  the  Administration  had  come  to  the  terms  which  Con- 
I  had  shown  itself  willing  to  accede  to  in  time  of  war. 

Thk  Bill  Debated  ajtd  Passed. 

A  bin  was  introduced  embodying  Mr.  Dallui^'  suggestlon.s  upon  Feb- 
ruary 2B,  ISIR.     Tlio  debate  was  eliiefly  upon  a  motion  to  reduce  the 
to  6*'  '.In  this  debate  Mr.  Clay  sf>olie  ui  favor  of  the 

Two  lie  gave  for  chjuiging  his  possition  were  tliat,  in 

ISll,  when  he  voted  agjunst  the  recharter  of  the  old  bault,  he  waj?  iii- 
vtroct^nl  by  the  Legislature  of  his  8tate  to  do  so,  and  at  that  tune  he 
did  not  deem  a  National  banlc  as  necessary  in  a  constitutional  sense. 
He  then  relied  up^m  the  State  banks  as  being  able  to  meet  all  the  wants 
ol  the  Government  financially;  but  it  now  api)eared  that  the  general 
aent  could  no  longer  depend  upon  them.  A  National  bank 
I  to  him  now  not  only  necessary,  but  bidispenisable.  At  one  time 
Philadelphia  was  struck  out  and  New  York  selected  as  the  principal 
I  of  tJie  bank  by  a  vote  of  seventy  to  sixty-four,  but  this  was  recon- 
%h1  and  Philadelpliia  replaced.  The  bill  finally  passed  the  House 
"without  Important  amendment,  on  March  14,  1816,  by  a  vote  of  eighty 
to  **venty-one.  It  was  introduced  in  the  Senate  on  March  23,  and 
pAMted  on  April  3  with  one  or  two  ameiulments  that,  when  the  bill  came 
to  the  House  next  day,  Mr.  Calhoun  pronounced  to  be  sliglit.  Upon 
ihu  fifth  they  were  concurred  In  and  on  the  tenth  received  President 
UndifltiDS  signature. 

Puo-^^.sIONs  of  thk  Chartkr. 

The  ebarter  was  limited  to  twenty  years,  expiring  on  March  3,  183<5. 
The  capital  was  flied  at  §33, 000,000,  seven  millions  of  which  was  to  be 
rabscribod  by  the  Government,  payable  in  coin  or  in  stock  of  the  United 
Btatos  be«ring  interest  at  live  per  cent,  and  redeemable  at  the  pleasure 
•'f  the  (iovcrnrai>nt.  The  remaining  stock  was  to  be  subscribed  for  by 
iudividnuls  and  corporations,  one-fourth  being  payable  in  coin  and 
thrpe-fotirtlis  la  coin  or  in  the  funded  debt  of  the  United  States.  Five 
C'l  the  directors  were  to  be  appointc<l  by  the  President,  and  all  of  them 
www  rtspaircfl  to  be  resident  citizens  of  the  United  States,  and  to  8er\'e 
vlthoat  compensation.  The  amount  of  the  indebtedness,  exclusive  of 
depuEtits,  wa^  not  to  exceed  the  capital  of  the  bank.  The  directors  were 
jwered  t<>  establish  branches,  and  the  notes  of  the  bank,  payable 
|t4«a«utnd.  were  receivable  in  all  payments  to  the  United  States.     The 
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penalty  for  refoHiag  to  pay  its  notes  or  deposits  in  ooln,  on  demand,  waa 
twelve  per  cent,  per  annum  until  fully  iiaid.  The  bank  was  required 
to  give  the  necessary  facilities,  without  charge,  for  transferring  the 
fnnds  of  the  Government  to  different  portions  of  the  Union  and  for 
negotiating  pablio  loans.  The  moneys  of  the  Government  wore  to  be 
deposited  in  the  bank  and  its  branelies,  unless  the  Secretary  of  the 
Treasury  should  otherwise  dirwt.  No  notes  were  to  be  issued  of  a  less 
denomination  than  five  dollars,  and  all  note-s  smaller  than  one  hundred 
dollars  wore  to  be  made  ptiyable  on  demand.  The  bank  was  not, 
directly  nor  Indirectly,  to  deal  in  anj-thiiig  except  bills  of  exchange^ 
gold  or  silver  bullion,  goods  pledged  for  money  lent,  or  in  the  sale  of 
giKxIs  really  and  truly  pledged  for  loans,  or  of  the  proceeds  of  its  lauds. 
No  othor  biuik  was  to  be  established  by  authority  of  Congrees  during 
the  (•<)utinuiuic3  of  the  corporation,  except  such  as  might  be  organized 
in  the  Dii<tri(!t  of  Columbia  with  an  aggregate  capital  not  exceeding  six 
millions  of  dollars;  and,  in  consideration  of  all  the  grants  of  the  char- 
ter, the  bank  was  to  pay  to  the  United  States  a  bonus  of  (il,5U0,0l)0  iu 
three  annmd  imitollmeuts. 

Sir.  Dalliw,  whose  flrtrt  plan  for  a  National  bimk  was  so  unceremoni- 
ouBly  rejected,  waa  appointed  f^ecretary  of  the  Treasury  by  Mr.  Madt> 
Hon  in  February,  18U.  His  predeceaaor,  Mr.  Gallatin,  who  bad  been 
n|>|>oiutcd  Commiiffiiouer  to  Russia  to  negotiate  a  treaty  of  peace  and 
commerce  witli  Great  Britain  and  treaty  of  commerce  with  RumIb,  left 
the  country  in  May,  1813,  and  the  Trea^ary  without  a  head.  In  Jane 
iho  tlenatu  refused  to  confirm  Mr.  Gallatin  as  commissioner,  and  Hadl- 
itoii  still  regarded  him,  tboo^  abeent,  as  head  of  theTrea.jury.  Under 
llieHo  circumtttanceB  Mr.  Mason  moved  a  resolution  in  the  Henate  on 
January  84.  1814,  declaring  the  Secretaryship  of  the  Treasury  vacant,* 
but  the  subject  waa  poetponed  inasmuch  as  it  was  authoritatively  an- 
nounced that  the  President  would  appoint  a  Secretary  in  a  few  days, 
wlilrli  promi)^  was  fulfllle<i.t  Mr.  Mason,  in  a  letter  to  his  wife,  said: 
"The  new  8tx*r»'tary  is  gtKxl  for  nothing;  but  tliat  is  notour  fault." 
Mr.  Hollaii  waa  thought  extremely  cul[>able  in  the  euooon^emeut  he 
ipivo  to  Stata  bank  papt*r  by  rcceivuig  it  for  publto  dues  when  not  pay- 
able In  specie.  Hi*  ■chenio  of  li^li-19  was  looked  npoo  as  one  for  a 
paper  National  bank,  which  would  only  iiuike  matten  wone.  Mr. 
Uort'.,  t^>uator  fn}m  Ma«achuiM<tta,  in  a  letter  to  Mr.  Jere.  M— cm,  ex- 
prL<Mios  the  fueling  agaimtt  liim.     He  eould  not  t-  -.he  wroir, 

wliat  I>alla»*  plan  at  the  next  sealoa  would  be,  bu  t  !  .  ^ct«d  a  Msat- 

iment  in  Congress  which  would  enable  them  "  to  put  down  theeehutaM 
of  thU  mountebank.**  There  was,  however,  a  general  a^reeoiant  thai 
a  National  Iwnk  WM  tMMaeary,  tlie  dUfereoee*  atUag  beiof  thoee  Id 
ragard  to  the  pbin.    ThAt  then  ptopcecd  hj  the  Artmlnletmtkm  ■eiwied 


thei 
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Thk  Baxk  C'ommknces  Bdshtrss. 

H^eeticm  twenty-two  of  its  charter  required  the  bank  to  commencp 
iH^WUiuuit  by  the  fiiet  Mouday  in  April,  1817.  The  bank  went  into  opi»r- 
tiknx  on  Janoary  7, 1817.  This  was  at  the  worst  stage  of  the  monetary 
troable*,  beginning  witli  the  suspension  of  specie  payments  in  1814,  and 
rootinnin^  until  the  gi^neral  crash  of  1819  and  1820.  At  this  time  lands 
and  «Mrripnltural  products  had  fallen  to  one-half  the  prices  which  were 
readily  obtahuvble  in  1808  and  1810,  and  to  one-third  of  tlie  value  they 
poamsed  when  the  excessive  indebtedness  of  the  people  was  incurred 
I  — namely ,  during  the  inflation  years  of  the  State  banks.  The  oontrac- 
I  of  tlie  circulation  and  the  general  failures  of  the  State  banks  be- 
in  1818.  The  second  United  States  Bank,  therefore,  came  mto 
!  on  tiie  very  verge  of  a  great  monetary  crisis.  When  it  com- 
nwDeedbasineas the  first  in»tallmentof  capital,  amounting  to  $1,400,000 
in  qieeie  and  |7,000,(M)0  in  United  States  stockj*,  had  been  paid.  The 
rabeeription  had  been  opened  July  7, 1816.  The  payment  of  the  second 
installmeDt  of  capital  became  due  on  January  7,  1817.  The  law  re- 
quired this  to  be  paid  ten  dollars  in  specie  and  twenty-five  dollars  in 
United  States  stock  or  specie.  It  appears,  however,  that  instead  of 
reqoiriiig  the  stockholders  to  pay  in  this  hi.^tallment  from  outside 
loonsea,  the  bank  on  January  7  began  to  discount  the  notes  of  stock- 
boldera  upon  the  pledge  of  their  stock  to  the  amount  required  to  pay 
the  specie  part,  and  in  some  cases  to  the  full  amount  of  both  specie 
«od  Uiuted  States  stock  required  to  make  up  the  whole  installment.* 
After  a  time  dijicounts  were  made  to  the  full  value  of  the  stock,  wtiich 
enabled  the  stockholders  not  only  to  pay  up  in  full,  but  even  to  draw 
oat  wtutt  they  had  first  advanced.  The  discounts  were  made  in  the 
bank's  bills,  which  were  considered  equal  to  specie.  Of  the  f28,000,000 
pital  subscribed  by  individuals  f7,000,000  was  to  have  been  paid  hi 
ie  and  |l21,000,000  in  United  States  stock.  The  bank  appears  to 
iially  received  nearly  $2,000,000  in  specie  and  $13,872,610  in 
J  i-cks.     The  difference  represents  about  the  amount  made  up 

liby  Awks.   The  bank,  therefore,  was  forceil  to  import,  the  coin  it  needed, 
op  to  November,  1818,  had  thus  acquired  $7,311,750  in  speoie  at  an 
of  $526,297. 

Spbculatiox  vx  BAnr&'y  Stock. 

The  directors  of  the  new  institution  appear  to  have  made  every 
,  to  boom  ttie  stock  in  the  market.  Not  only  did  they  ' '  facilitate  " 
lyuientA  of  the  installments  by  discounting  to  the  full  amount  of 
but  they  «d»o  encouraged  traduig  in  stock  by  authorizing  the 
rvD^wal  of  stock  notes  as  they  fell  due  and  by  permitting  the  purohia^er 
lOfliibgCitate  hifl  note,  secured  by  the  purchased  stock,  for  that  nf  thf 

•  Beptirt  or  InventlKatlD«r  Coiiunitt<«.  IRIH. 
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previous  holder.*  Further  than  this,  they  soon  began  to  authorize  db- 
coutits  on  pledpf  of  stocli  to  its  full  market  value.  One  could  purchnae 
bank  shares  without  the  advance  of  a  cent.  It  was  only  necessary  to 
»pply  for  a  loan  upon  the  security  of  the  shares  to  be  bought,  and  pay 
for  the  Ktrick  with  the  proceeds.  When  the  price  of  shares  ro«w  Buffl- 
wently  a  sale  could  be  made  and  the  difference  pocketed.  It  appttant 
that  the  President,  Willijini  Jones,  and  a  numlier  of  directors  and  ofU- 
'•frw,  especially  those  connected  witl>  Baltimore  bninches,  had  direct 
|>ersonal  interest  in  these  transactions,  which  they  did  not  pretend  to 
ooni-eal,  but  considered  as  lawful  private  concerns.  The  stock  rotte  as 
\\\v\\  as  ^156  p<;r  share  in  August,  1818,  but  .-ooii  after  fell  toul>out  $111). 
While  there  wen*  no  doubt  gross  irreitruhiritiea  in  its  iiiiina^onient,  for 
■v^liu'h  the  bank  was  very  8t)on  to  BulTcr,  it  did  luuc.h  pcKHJ  even  under 
th«'Ho  diNidvHnta{{ri(.t  It  received  upon  deiMisit  from  the  Uniteil  States 
Treasury  the  uotea  of  8tate  banks,  and  in  return  luruif-hed  a  uniform 
currency.  It  trauHferred  funds  whenever  needed,  and  the  amount  paid 
In  in  United  States  stocks  hud  its  effect  in  enhancing  the  credit  of  the 
(lovonuuent  loans.  It  eierted  sulHcient  inllnence  upon  the  currency 
to  make  U^elf  very  unpopular  with  the  State  banksduriti>f  the  financial 
crisis  of  181K,  although  even  those  who  were  hostile  to  it  ailniitted  it* 
ley  towanlthe  8tate  institutions  had  been  marked  by  jrreat  consld* 
ktioo  and  lenity.  In  fa<!t.  on  tliis  point  its  enemies  were  obliged 
to  fall  back  on  the  clutrge  that  by  this  very  lenity  and  consld- 
entlon  it  had  led  the  State  btuiks  to  unduly  extend  their  busineiui, 
bad  drawn  tbeiu  into  temptation  and  made  theiu  unfit  to  meet  the 
flnandal  stonu.  It  did  nut  aocustum  the  k>eal  banks  to  pay  specie 
•oon  enough,  and  by  putting  olT  tlu*  evil  day  found  them  unprv- 
|iar«d  at  last.  Up  to  August,  1818,  the  l>ank  redeemed  iia  notes 
lioth  of  the  parent  |l)ank  or  its  branch«*«  at  any  of  Its  offices  where 
tliey  might  be  pn'sented.  but  after  that  date  redeemed  Us  bills  only 
at  the  ofn<>e  vhich  put  them  in  circulation.     This  cl>  •  made 

l*cuui»i'  tlie  bills  Wen'  largely   used  for  purposes  of  i  . .  and 

tn  the  locitlitles  when^  a  sound  liK*al  currency  was  iao«it  nettled  the 
bills  were  gathered  up  aitd  wnt  olT,  leaving  the  field  to  the  inferior 
dtate  iKUik  clnmlation.}    A  more  Important  reaHon  was  that  the  eluingr 

the  sale  of  Its  drafr>     This 
alToMe«l  Hie  ba»J»  of  IVr»i. 
dvot  JackMm's  ansartfawi  that  thn  bank  did  Dot  furnish  a  unifonu  our- 
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V  Tb*  tfnnsaotkms  which  plaoe«l  the  Instltntloo  In  a  moM  daagenm 
H  posllltwi  111  1818,  and  which  rasuhed  In  aerioiu  loteca,  were  oonoeeted 
Bwnh  lla  Bahlmore  boaneii.  Tb«  managers  of  this  bcanch  appear  to 
I      faAvabsao  in  BmI  hwieywidant  of  tba  pamit  bank,  and  to  Itaw  iodolpsd 
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I  with  large  distcoonts  for  speculative  purposes,  thus  dispoe- 

of  uaemis  Uur  ^freaU-T  than  proporly  belonged  to  tliat  part  of  the 

Moeern.     To  uiake  the  diiteounts  tlie  Baltimore  bnuich  drew  largely 

upiKi  tiie  pareut  bauk  and  the  northern  branches  at  New  York  and 

Its  debt  tu  I'Jiiludelphia  wa^  at  times  as  high  as  $9,000,000 

New  York  fl,5(Xt,lW0.     These  heavy  drafts  wore  continued  with- 

to  the  exiMjstulations  of  the  directors  of  the  central  bank, 

Jed  the  northern  branches  of  their  specie. 

In  November,  1818,  Mr.  Spencer,  of  New  York,  moved  in  the  House 

Repre«entati  veH  that  a  committee  be  appointed  to  examine  the  affairs 

\ot  th«  institatioQ.     A  committee  was  accordingly  appointed  with  Mr. 

rSpeofer,  chairman,  and  the  report  of  t  lieir  examination  was  presented 

tn  the  House  on  January  16,  1819.     The  committee  criticized  the  dis- 

nmin  of  stock  notes,  the  speculation  In  stock  by  the  President  and 

^  iither  olRiiers  of  the  bank,  the  dealings  of  the  bank  with  the  State 

j  banks,  the  manner  of  drawing  drafts  among  the  branches  and  of  voting 

no  stork,  the  sale  of  United  States  securities,  and  some  other  points  of 

uuioogcment,  from  which  they  concluded  that  some  action  regulating 

the  I  'if  the  bank  was  neces.«*ary,     Re.**olutions  were  introduced 

ojti!  ..i  the  forfeiture  of  the  charter  unless  the  stockholders  sub- 

iuilteti  to  sume  important  modification  of  that  instrument.    Rufus  King, 

in  a  letter  to  Jere.  Mason,  dated  Febniary  7,  1819,  mentions  the  dissat- 

i8fiu!tion  growing  out  of  the  bad  administration  of  the  bank  ofQcers, 

and  states  tliat  it  was  the  fashion  to  ascribe  all  the  troubles  in  banking 

luarters  U>  the  fiank  of  the  United  States,     lie  described  its  opponents 

in  the  Uowse  of  Representatives  as  angry  and  intemperate,  those  from 

I  thi'  interior  and  western  world  being  reiwly,  on  account  of  the  difflcul- 

1  ties  of  the  State  banks  in  their  sections,  for  any  measures  which  woidd 

I  pot  down  the  fiank  of  the  United  States.*     In  a  previous  letter  to  Mr. 

King,  Mr.  Mason  had  dryly  remarked,  "  I  know  but  little  of  the  doings 

.  (if  the  tronk.      In  its  origin  we  supposed  it  was  intended  to  be  made  in 

I  a  sjwcial  manner  subservient  to  the  views  and  interests  of  its  patrons. 

I  pre.sume,  from  the  stories  of  bank  speculations  which  are  told,  that 

I  object  Ixad  lieen  attained.     There  is  no  doubt  that  much  unexpected 

»upe  wajj  briiught  upon  the  bank  by  the  Jact  that  within  the  first 

months  of  its  existence  ^12,000,000  of  the  $20,000,000   United 

States  Etoek  which  had  been  subscribed  and  paid  in  as  a  part  of  its 

CMplUd  wao  called  and  paid  by  the  Government."  t 

Tills  seems  to  have  worked  badly  for  the  bauk  in  a  threefold  man- 
lier. Th«>  Oovennnent  paid  for  the  stock  in  bdls  of  State  banks,  which 
foruie<l  the  bulk  of  the  Government  receipts  at  tliia  period,  and  the 
Bauk  of  the  United  States  had  to  exercise  much  discretion  an<l  care  in 
raUiziug  upon  them,  and  no  doubt  sustained  some  losses,  which  by  Mr. 
Biddle  were  afterwards  estimated  at  over  9200, 000.     It  lost  the  interest 

t  Anxrr. Smte  Paiwra.  Kin..  V»I.  IT,  |». 71» ;  l«tt»r  f r««  XTm.  Jauc«,  Prea^  May  18, 1817. 
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•on  the  Ctovemment  stock  and  had  to  invest  the  proceeds  in  disconnta  in 
order  to  secure  an  income  for  its  stockholders.  *  There  was  thus  a  great 
temptation  to  extend  it«  credits  at  all  hazards.  The  managers  of  the 
Baltimore  branch  discounted  for  themselves  and  friends  with  great 
recklessness,  and  large  sums  were  lost  to  the  institution.  The  sus- 
pended debt  of  these  managers  in  1820  amounted  to  $1,540,000. 

Chaxob  in  thb  Baitk's  Makagkubnt. 

The  agitation  agfunst  the  bank  did  not  result  in  forfeiture  or  modi- 
fication of  its  charter,  but  it  did  result  in  a  change  of  management. 
William  Jones,  Esq. ,  resigned  the  Presidency,  and,  awaiting  the  appoint- 
ment of  new  Government  directors,  James  C.  Fisher  was  elected  to 
succeed  him  temporarily,  t  On  March  6,  1819,  the  full  board  elected 
Langdon  Cheves  to  succeed  Mr.  Fisher.  Mr.  Cheves  found  the 
institution  in  a  precarious  condition.  He  at  once  instituted  a  search- 
ing examination  into  all  its  affairs,  especially  into  those  of  the  Baltimore 
branch.  In  his  letter  of  January  12,  1821,  he  speaks  of  the  frauds  per- 
petrated upon  the  bank  and  the  consequent  losses,  the  lack  of  any  legal 
penalty  for  such  offences,  and  that  unfaithful  officers  can  even  while 
an  investigation  is  going  on  take  the  bank's  property  from  its  vaults 
and  hold  it  for  their  own  purposes.  |  The  losses  at  the  branch  were 
reported  to  be  three  millions  of  dollars.  Under  Mr.  Cheves'  manage- 
ment and  the  general  improvement  of  business  the  bank  soon  recovered. 
"  The  prime  object,  and  the  one  toward  which  he  immediately  bent  his 
every  energy,  was  the  maintenance  of  specie  payments."  |  In  1823  Mr. 
Cheves  was  succeeded  in  the  Presidency  by  Nicholas  Biddle. 

Lanodox  Chkvbs,  Prksident  Bakk  of  thk  UirrTBD  States. 

Langdon  Cheves  was  bom  in  South  Carolina  in  1776.  He  first 
entered  public  life  as  a  member  of  the  Legislature  of  that  State,  and 
afterwards  served  as  Attorney-General  until  ho  was  elected  to  Congress 
in  1811,  where  he  was  flrst  chairman  of  the  Committee  on  Naval  Affairs 
and  afterwards  of  the  Committee  on  Ways  and  Means.  He  waa  Speaker 
of  the  House  during  the  absence  of  Henry  Clay  in  Europe  in  1814,  and 
the  first  bill  for  the  creation  of  the  second  bank  of  the  United  States 
wait  lost  by  his  casting  vote.  In  1819,  however,  as  has  been  seen,  he 
was  elected  President  of  the  bank  to  succeed  Mr.  Jones. 

He  liad  to  reform  the  abuses,  arising  from  the  too  liberal  policy  of 
his  predecessors,  and  bear  the  burden  of  forcing  the  banks  of  the  coun- 
try to  contract  their  circulation  and  resume  specie  payments.  Natur- 
ally there  was  a  short  period  of  much  financial  distress  that  called  out 
many  complaints  of  his  policy.     He  was  a  commissioner  to  carry  out 

•  Amer.  8Ute  Papen,  Vol.  Ill,  p.  808. 

t  Amcr.  Bute  Papeni,  Pin.,  Veil.  I V,  p.  868.  t  Ibid.,  Vol.  III.  |t.  88B. 

I  "  Lunffdoo  ChevFS  and  the  I'nitcd  8Ut«*  Bank ; "  "  lleport  Amer.  Hiator.  ASHU.'* 
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the  prorUfom  ot  tbe  Treaty  of  Ghent.  He  never  a^ain  held  pablic 
oOoe,  bnt  was  a  strong  advocate  of  a  Beparat«  Southern  Confederacy 
viien  the  relations  between  the  North  and  the  South  became  stramed. 
The  nalliflcadon  movement  in  1832  wa£  opposed  by  him  on  the  ground 
,  of  inexpediency,  and  ui  185'^  be  opposed  tbe  seoeesion  of  South  Carolina, 
tmlefls  other  Southern  States  joined  the  movemeot.  He  died  in  1857 
at  tbe  age  of  eighty -one. 

Nicholas  Biddle. 

mcbolas  Biddle  wafi  bom  in  Philadelphia  in  1786.  After  graduatuig 
at  Princeton  College  he  went  as  Secretary  of  legation  to  Paris,  and  was 
afterwards  transferred  in  the  same  capacity  to  London.  In  1807  be 
returned  to  Philadelphia  and  engaged  in  literary  work  of  a  commercial 
and  financial  cbaractpr.  He  was  a  member  of  the  State  Legislature 
and  endeavored  to  establish  a  general  system  of  education.  In  1814 
he  was  a  member  of  the  State  Senate.  President  Monroe,  in  1819, 
appointed  him  a  director  of  the  Bank  of  the  United  States,  and  be 
i)eca>ue  President  of  the  institution  in  1823. 

He  wwf  a  man  of  courtly  manners,  rather  formal  and  ceremonious, 
and  of  considerable  literary  ability  which  he  used  with  much  iuHuence 
upon  public  questions.  He  overrated  Ids  own  power  and  that  of  the 
bank  in  the  contest  with  Jackson,  and  perhaps  to  some  extent  permitted 
bis  Judgment  to  be  influenced  by  exaggerated  views  of  bis  own  import- 
aixtx  caused  by  the  adulation  showered  upon  him  as  the  controller  of 
the  financial  destiny  of  the  country.  After  the  failure  of  the  L'nitcd 
Su-i!  if  Pennsylvania,  formed  on  the  assets  of  the  second  Bank 

of  t  J  States  upon  the  eipu-ation  of  its  charter  in  1836,  he  wa» 

attacked,  tried  for  mismanagement  and  acquitted.  Conscious  of  his 
p»d  intentions  and  of  undeserved  obloquy,  he  died,  it  is  said,  heart 
broken  in  1844. 

h*^  industries  of  the  people  and  the  finances  of  the  Government 
.^red  from  1820  to  1835.  In  this  interval  the  national  debt  was 
paid,  and  the  stock  of  the  bank  rose  in  the  market  until  it  commanded 
a  premium  of  twenty  per  cent.  "  Long  before  the  election  of  General 
Jackson,"  says  Ifr.  Parton,  "the  bank  appeared  to  have  lived  down 
all  opposition." 

PRBsn>ESTiA_L  Campaios  axd  Elkctios  OF  1824. 

t  tbe  Presidential  campaign  in  1824  it  was  not  as  much  as  mentioned, 
oor  was  it  mentioned  in  that  of  1828.  Tn  all  the  political  pamphlets, 
rolamen,  newspapers,  campaign  papers,  burlesques  and  caricatures  of 
tboec  years  there  is  not  the  most  distant  allusion  to  the  bank  as  a 

prili:  lie. 

I  I  Jential  election  of  1824  was,  however  the  starting  point  of 

prTMtnnJ  animosities  that  in  time  developed  serious  consequences  for 
Hit  Bank  of  the  Unitetl  States.     There  were  four  candidates  for  the 


62  mSTORT  OF  BANKING. 

high  office,  all  of  them  belonging  to  the  dominant  Republican  party. 
They  were  John  Quincy  Adams,  Andrew  Jackson,  William  H.  Craw- 
ford, and  Henry  Clay.  Jackson  was  the  flrnt  Presidential  candidate 
since  Washington  who  was  chosen  for  his  military  record.  As  might 
have  been  expected,  with  four  leaders  so  equally  matched,  no  one  re- 
ceived a  majority  of  the  electoral  votes,  and  the  election  was  thrown 
into  the  House.  The  choice  of  the  latter  being  limited  to  the  three 
candidates  having  the  highest  number  of  votes,  Clay  was  thrown  out 
entirely.  It  was  generally  conceded  that  his  popularity  in  the  House 
gave  him  control  of  a  sufficient  number  of  votes  to  decide  the  contest. 
Instead  of  President  he  became  the  maker  of  the  Preddent.  Overtures 
were  made  to  him  by  the  friends  of  Jackson,  but  Clay  had  strong  objec- 
tions to  the  election  of  a  military  chieftain.  In  a  letter  to  a  friend  he 
wrote: 

"  Mr.  Adams,  you  know  well,  I  Hhould  ncvt-r  have  selected  if  at  liberty  to  draw 
from  tlio  whole  nia.**  of  our  citizens  for  a  Prt^ident.  But  there  Is  no  danger  In  his 
elevation  n<iw  or  in  time  to  come.  Not  su  of  his  competitor,  of  whom  I  cannot  be- 
lieve that  tlie  killiiiK  two  thousand  Ave  hundred  EnKlishmen  at  New  Orleans  qoalifles 
for  the  various  difficult  and  complicated  dutii-s  of  the  chief  magistracy." 

The  contest  had  narrowed  down  to  Adams  or  Jackson,  as  Crawford 
had,  siniH!  the  election,  been  crippled  by  a  stroke  of  paralysis.  The 
friends  of  Jackson,  db^covering  Clay's  predilection  for  Adams,  became 
furious,  and  the  accusation  wat*  made  tiiat  Clay  liad  made  a  corrupt 
burgiiin  with  Adams,  ngrecing  to  make  the  latter  President  on  condition 
that  (May  should  bo  appointed  Secretary  of  State.  This  was  a  most 
eiTtH*tive  and  ingenious  lie,  iniufmuch  as  Clay,  as  a  party  leader  and 
frt>in  eminent  fltne.'v,  was  almost  certain  to  have  had  a  cabinet  position 
offeretl  tt>  him,  whoever  was  chosen  President.  When  Adams  became 
President,  Clay,  conscious  of  having  acted  fn>m  pure  motives,  did  be- 
cinue,  most  unwi.*>ely  as  it  turned  out,  the  head  of  the  Department  of 
State;  and  over  after  the  calumny  of  the  c<.>rrupt  bargain  with  Adams 
wusthest<H'k  cry  against  liiui  whenever  he  again  offered  himself  for 
tlie  l^n'sidency.  Fn>m  this  time  there  wus  a  bitter  enmity  between 
Jacks4>n  niid  ( 'lay,  luid  the  bank  suflere^I  much  as  the  central  point  of 
their  iHintention. 

J.V1K.«40X'S   MK.>i.<<.\<iK.    1829. 

Pn>t>ident  Ja<*kson,  in  his  first  message  in  December,  1829,  reooiu- 
mendtHl  that  ('ongn>ss  should  take  into  c«>nsidenition  tlie  constitutiotuil 
difflciilti«>9  which  might  interfere  to  prevent  a  recharter  of  the  bank. 
He  said: 

•■  In  I'Dlcr  I"  avi'hl  the  fvil>  n->uliinit  fn«m  |>r«vipit»ncy  in  a  measttre  involiin^c 
iiu>-h  ini|x>rliitit  priiK  ii'ii'-  and  Mit-h  dit-p  ami  ixN-uliar  inlereM.'i,  I  feel  that  I  canwil, 
ni  ju«tui-  li«  till-  |'i»r;-.<->  tntir«>l«-»i.  I.«i  -^Nm  pr»->«'nt  it  to  the  dcliN-nte  consklermtion 
«if  tin-  I.i*i:islatnrr  anil  in»pl»>.  B..«h  tl>r  t-HinMitutiiinality  and  the  expediency  of  the 
law  •-rvAttnir  ihi»  l<anW  an-  well  nu»"»ti«>iH>l  by  a  lanp*  |H»rtk>u  of  our  felk>w  citlaen*, 
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I  a  most  be  ndmlUiHl  \>j  all  that  tt  has  failed  in  itie  grc«t  end  of  establishing  a 
.  and  eioiUKl  currency." 

He  sngge«t«d  that  If  a  National  bank  was  deemed  necessary  tliat 
»e  lui^ht  be  devised  founded  apon  the  credit  of  the  Government  and 
I  reveuues,  wliich  would  avoid  the  constitutional  question. 

CoxDiTios  OF  Bank  is  182D. 

At  the  beginning  of  the  administration  of  General  Jacknon,  saya 

Partou,  the  Bank  of  the  United  States  was  a  truly  imposing  instl- 

ioQ.     Its  capital  was  thirty-five  millions.     Tlie  public  money  depos- 

i  in  itt  vaults  avenifrod  sAx  or  seven  millions ;  its  private  deposits  six 

»i  its  cirt'iilation  twelve  millions;  its  discounts  more  than 

i>  t  year;  its  annual  profits  mure  than  three  millions.     Its 

^pital  was,  therefore,  about  oue-quarter,  and  its  loans,  circulation, 

nd  depr».1t*  about  one-llfth  of  the  whole  amount  held  and  issued  by 

the  banks  of  the  country.    Besides  the  parent  bank  at  Philadelphia, 

kith  It^s  marble  pala<*c  and  hundred  elerk.s,   there  were  twenty-flve 

inches  in  the  towns  and  cities  of  the  Union,  each  of  wliich  had  its 

esidKnt.    Cashier,   and  board  of  directors.      The  employees  of  the 

luk  w(.-re  more  than  live  hundred  in  number,  all  men  of  standing  and 

laenoe,  all  liberally  salaried.     In  every  State  in  the  Union  and  in 

ay  foreign  nations  of  the  globe  were  stockholders  of  the  Bank  of  the 

|Itiit«>d  States.     One-fifth  of  the  stock  was  owne<l  by  forcif^ners.     One- 

:ith  of  its  stock  was  held  by  women,  orphans,  and  the  trustees  of 

rity  funds.     Its  bunk  notes  were  as  good  as  gold  in  every  part  of  the 

Duntry.     From  Maine  to  Gecjrgia,   from  fieorgia  to  Astoria,  a  man 

buld  travel  and  pass  these  notes  at  every  point  without  discount,  and 

\  i*  «id  that  in  London,  Paris,  Rome,  Cairo,  Calcutta,  St.  Petersburg 

Iht-r  prominent  cities  the  notes  of  the  Bank  of  the  United  States 

rithiu  a  fraction  more  or  a  fraction  less  than  their  value  at  home, 

■ceoirdiog  to  tlie  current  rate  of  exchange.    They  could  actually  be  sold 

Miipretniuui  at  the  remotest  conuuercial  centres.     It  was  not  uncom- 

IM>|>  for  the  stoirk  of  the  bank  to  be  sold  at  a  premium  of  forty  per 

[ceul.    The  directors  of  this  bank  were  twenty-flve  in  number,  of  whom 

[Ute  were  appointed  by  the  President  of  the  United  States.     The  bank 

■nditubraLUches  received  and  disbursed  the  entire  revenue  of  the  nation. 

Rrpobt  of  Committer  on  Wats  and  Means  on  President's 

Messaoe. 

The  portion  of  President  Jackson's  message  having  reference  to  the 
•"•nk  was  t>u  December  10,  1824),  referred  to  the  Committee  on  Ways 
""J  Means.  On  April  13,  18,%,  Mr.  McDulfie  presented  an  elaborate 
•^Port  fprtu  the  committee.  This  reviewed  the  distressing  condition  of 
^»  finances  which  had  grown  out  of  the  dependence  of  the  Govern- 
on  State  banks,  and  contended  that  a  National  bank  would 
f»  be  necessary  to  enable  the  Government  to  manage  its  finances 
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to  the  best  advantage.  The  report  also  showed  that  the  cnrrency  fur- 
nlshed  by  the  bank  had  been  as  uoif onn  and  safe  as  a  currency  of  gold 
and  silver;  that  the  charges  for  internal  exchanges  made  by  the  bank 
had  always  been  less  than  it  woold  have  cost  to  transport  a  oorrency  of 
the  precious  metals.  The  committee  concluded  that  a  National  bank 
such  as  that  suggested  by  the  President  would  perform  the  duties  re. 
quired  of  it  no  better  than  the  present  one,  and  would  unduly  extend 
the  patronage  of  the  Executive  and  give  opportunities  for  peculation 
and  favoritism.  A  committee  of  the  Senate  reported  in  1829  that  there 
seems  nothing  wanting  to  complete  the  evidence  of  the  soundness  and 
uniformity  of  the  currency.  The  scheme  for  a  National  bank  to  be  run 
by  the  Government  was  regarded  as  impracticable. 

Motive  of  thb  Attack  on  thb  Bank. 

The  motive  for  bringing  up  in  the  President's  message  the  qneeti<» 
of  the  recbarter  of  the  Bank  of  the  United  States  appears  to  have  been 
largely  if  not  altogether  a  political  one.  Mr.  Calhoun,  in  a  speech 
made  in  January,  1834,  upon  Secretary  Taney's  reasons  for  removing 
the  deposits,  asks  :  "  Can  the  Secretary  be  ignorant  that  the  avowed 
and  open  policy  of  the  Government  is  to  reward  political  friends  and 
punish  political  enemies?  *  *  *  Can  he  be  ignorant  that  the  real 
offence  of  the  bank  is  not  that  it  has  intermeddled  in  politics,  but 
because  it  would  not  intermeddle  on  the  side  of  power?"*  A  report 
made  in  \SXi  by  a  committee  of  the  directors  of  the  Bank  of  the  Cnited 
States  states  that :  "  It  is  understood  that  soon  after  that  event  (the 
inauguration  of  Jackson  in  March,  1829),  a  meeting  was  held  in  Wash- 
ington to  consider  the  means  of  perpetuating  their  new  authority,  and 
the  possession  of  the  bank  was  ameng  the  most  prominent  objects  of 
the  party  assembled." 

The  first  overt  act  against  the  bank  was  the  attempt  to  secure  the 
removal  of  Jercmiali  Mason,  the  President  of  the  branch  of  Portsmouth, 
N.  II.  In  1828  Duniel  Webster  had  written  to  Mr.  Mason  urging  him 
to  accept  the  Presidency  of  that  branch,  a  previous  offer  having  been 
regarded  by  him  with  some  indifference.  Webster's  letter  appears  to 
have  caused  him  to  accept,  and  he  was  elected  President  in  the  summer 
of  1828.  The  branch  had  been  laxly  managed  as  to  discounts,  much  of 
the  resources  being  loaned  on  accommodation  paper  on  long  time.  The 
customers  had  not  b«»en  required  to  pay  promptly,  and  when  the  new 
PreKideut  instituted  a  reform  many  were  offended  and  some  ill  will 
towuni  Mr.  Mason  was  developed. 

On  June  27,  1829,  I^evi  Woodbury,  then  an  ardent  supporter  of 
Jackson,  wrote  a  letter  to  Secretary  of  the  Treasury  Ingham,  marked 
confldontial,  calling  upon  him  to  use  the  influence  of  the  Govenunent 
with  the  parent  bank  to  have  Mason  removed.  Woodbury  said  MaMO 
was  a  friend  of  Daniel  Webster  and  tliat  \\w  political  character 
•  Abrt«l«eiMOt  Detwu-a,  Vol.  XII,  p.  SB. 
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[well  known  to  the  Secretary,     Mr.  Woodbury  had  for  some  time  lo<:>ked 

upon  Mr.  Mason  a^  a  rival.     National  politics  were  in  a  transition  state ; 

tlie  caiiilidnif^s  for  tlie  Presidency  in  1824  were  Mr.  Adams,  General 

Jackson,  Mr.  Crawford  and  Mr.  Clay,  all  members  ofth^old  Repnbli- 

ean  p*trty.  and  votce  were  oiainly  dictated  by  personal  preferences.     It 

wu  well  kztown  early  In  ltS24  that  the  election  would  have  to  be  decided 

bf  the  Hoiue  of  Representatives.      Mr.  Majson  woa  popular  in  New 

BampBhim.    Ho  had  been  a  member  of  the  Legifllature  for  a  number 

of  jean  and  had  Invariably  thrown  his  great  influence  in  favor  of 

tbe  power  of  the  Federal   Government  as  opposed  to  the  doctrine 

ltd  rights.     He  was  always  conservative.     In  1821  some  resolu- 

introdueed  by  him  sustaining  the  power  of  the  Government 

establish  a  National  bank  were  afterwards  adopted  In  the  House 

f^and  postponed  in  the    Senate   by  a  vote  of  seven  to  five  by  the 

exertions  either  of  Woodbury  or   his  friend  Hill.      In  1824  public 

Itentlment  in  the  State  was  in  favor  of  Mr.  Mason's  election  to  the 

Senate.     There  were  two  sessions  of  the  New  Hampshire  Legislature, 

June  and  November,  and  the  election  of  Senator  was  postponed 

the  latter  dat^to  await  the  result  of  the  Presidential  election. 

There  was,  as  expected,  no  choice  in  tlie  electoral  college,  and  the 

final  deci^on  was  thrown  into  the  House  of  Representatives.     In  the 

meantime  Mr.  Mason  was  chosen  a  Senator  by  the  New  Hampshire 

of  Representatives,  but  the  Senate  three  tunes  amended  the 

resolution  by  inserting  a  diflerent  name  and  each  time  the  House 

jered  to  its  first  purpose.     "When  at  length  a  motion  was  mode  in  the 

Senate  in  favor  of  Mr.  Mason,  although  it  was  understood  that  out  of 

twelve  members  seven  were  pledged  to  vote  for  him,  by  some  intrigue 

l^ote  stood  six  to  sii,  the  result  being  that  tiie  session  closed  without 

ctton.     It  was  claimed  that  Mr,   Eastman,  a  brother-in-law  of 

Woodbury,  who  was  pledged  to  sustain  Mr.  Mason,  had  broken  his 

.  word  and  brr>ught  about  the  tie  vote.     This  view  was  sustained,  inas- 

aoch  a«  at  the  June  session  of  1825,  Levi  Woodbury  was  elected  Sena- 

Itorbybuth  branches  of  the  Legif^lature.     He  was  then  a  supporter  of 

Adams,  but  afterwards  became  a  zealous  adherent  of  Jackson.     It 

lit  Mats  ca«y  to  account  for  the  hostile  fe«?ling  of  Wcx)dbury  toward  the 

Ytaan  ngaimtt  whoiu  he  had  secretly  and  sueces»fully  intrigued,  and  hi.s 

Ak^^eroens  to  avail  himself  of  tlie  opfwrtunity  of  aiding  the  Jackson 

Adzuinistratioii  ui  its  attempt  to  control  the  bank,  and  at  the  same  time 

gratifying  his  i>or«oual  antagonism  to  Mr.  Mason. 


Ajr  Attack  Plaskbd  os  the  Baitk. 

On  JtiJy  U  Secretary  Ingham  wrote  to  Biddle,  the  President  of  the 
{Bank  of  the  United  States,  enclosing  Woodbury's  letter,  saying  that 
Itimilar  complain ta  had  been  received  in  regard  to  the  management  of 
jtbe  brunohcs  in  Kentucky  and  Louisiana,  and  intimating  that  the 
[idmbiistration  would  learn  with  extreme  regret  that  poUtical  relation- 
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sliipH  hud  any  influence  upon  the  management  of  the  bank  in  granting 
or  witliliolding  fai-ilities.  On  July  18  Mr.  Biddle  answered  that  the 
bank  had  nt-viT  been  influenet'd  by  politics  in  grunting  loans  or  favors, 
and  never  sliould  t>e.  Mr.  In^fham,  in  reply,  regiirded  with  a.s!tonish- 
ment  Mr.  Biddle's  ftssuranoe  that,  with  as  many  loans  as  must  have 
been  granted  hi  tlie  history  of  the  banlc,  the  managers  had  never,  in  any 
instance,  been  influenced  by  political  motives. 

In  the  meantime,  on  July  19,  Isa^ic  Hill  caused  two  memorials  com- 
plaining of  Mnnon  to  be  sent  to  Mr.  Biddle;  one  of  tliese  wa.s  signed 
by  members  of  the  New  Hampslilre  Legislature  and  the  other  by  citi- 
icns  of  Portsmouth.  Hill  also  endeavored  to  effect  the  removal  of  the 
pension  agency  from  the  bank  at  Portsmouth  to  Concord ;  and  a  letter 
was  written  on  August  8  by  Secretary  of  War  Elaton  to  Mason  notify- 
ing him  of  the  appointment  of  a  pension  agent  and  directing  that  the 
books,  papers  and  funds  relating  to  the  agency  be  delivered  up  to  him. 
This  Mr.  Mason,  on  legal  ground,  refused  to  do.  He  infonned  the  bank 
at  Philadelphia  of  his  action,  and  was  sustained  in  it  In  August,  Bid- 
dle went  to  Portsmouth  to  examine  into  the  truth  of  the  charges  made 
in  Woodbury's  letter  and  the  memorials  inspired  by  Hill,  and  after  a 
thorough  investigation  found  them  to  be  groundless;  and  thereupon, 
up<m  Septemlier  15,  1829,  wrote  a  further  letter  to  Secretary  Ingham, 
announcing  the  result  of  his  Portsmouth  investigations,  and  the  vindi- 
cation and  re-election  of  Mr.  Mason.  He  concluded  by  saying  that  the 
board  of  -Urcctors  of  the  Bank  of  the  United  States  and  the  boards  of 
diriM^t(.>r9  of  the  brnjichos,  ' '  acknowledged  not  the  slightest  responsibility 
of  any  description  whatever  to  the  Secretary  of  the  Treaaury  tonching 
the  political  (»pinions  and  conduct  of  thoir  officers,  that  being  a  subject 
on  which  they  never  consult,  and  never  desire  to  know  the  views  of  any 
Adminixt ration  "  Mr.  Ingham  replied  in  a  very  long  letter  on  October 
9.  Ho  iiugg«v«te<l  tliat  there  were  several  ways  in  wliich  the  law  broo^U 
th»  Govi^nimont  into  u«M>tact  with  the  bank,  and  refers  to  the  poasfbU- 
Ity  of  the  nntioval  of  the  depoaits.  In  November  it  wa«  intimated  by 
JanwwOordon  Bennett  that  the  President's  message  would  take  ground 
•falmt  the  bank.  IIU  in f formation  was  derived  from  Amos  Koadall. 
Thabaiik  having  bovn  soundeil  and  found  atlverse  to  the  AdmlniatXB- 
tion,  it  hail  evidently  been  dctenmncd  to  attack  it 

Amu*  Ketidall  wo*  boru  in  17S9.  and  aftfr  bis  gradnatton  at  I>art- 
mouth  Colle^,  Mttled  in  l^xiugton,  Kentucky.  H«  praet(c«d  law  and 
•diKnl  a  new»|ia{K*r,  and  waj*  at  one  time  a  tutor  in  tlie  family  uf  Heury 
Clay.  Ue  wan  made  Konrtli  Au<iltor  of  the  Trvasury  by  Jaakaou,  and 
waa  one  uf  the  M>-oalIt>d  kitchen  cabinet  uf  iJiat  I>rMld«Bl.  lu  1835 
ha  «aa  made  Portiaarter-OepafaL  He  was  the  aotfaor  of  a  bill 
HiiUilmr  the  Tiaasury  DcpaHmmt,  anbstantiany  on  Its  prennt 
Ha  dlwt  In  1861 
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IBFLUBBTOK  of  THB  ELlTCHKir  Cabinbt. 

Seeretary  of  the  Treftsory  Tngham,  who  aided  Woodbury's  hitrigae, 
apart  from  his  attack  on  the  Bank  of  the  United  States,  is  chiefly  noted 
for  an  ezhoostiTe  report  on  the  Coinage  of  the  United  States,  made  to 
Congress  in  1833.  After  he  left  the  Treasury  he  confessed  that  the 
members  of  the  "  kitchen  cabinet"  nsed  to  abase  the  trusting  ear  of 
Jackson  -with  terrible  tales  of  the  corrupt  influence  the  bank  was  ex- 
erting in  controlling  elections  in  opposition  to  him.  Jackson  came  to 
believe  that  the  bank  was  a  dangerous  monster,  liable  to  subvert  the 
Ckmstitntion  and  the  liberties  of  the  i>eople. 


ATTACK  UPON  BANK  OP  THE  UNITED  STATES. 

Mesaageof  Jackson  in  1831  —  Renewal  of  Charter  applied  for— Position  of  parties 
—  Cry  of  fraud  and  corruption  —  Subsidies  to  newspapers — Charter  extension 
passes  both  Houses  —  President's  veto— Message  of  1832— Stodc  owned  bf 
United  States — Remoral  of  deposits  —  Sounding  State  Banks — President's  man- 
ifesto to  cabinet — Duane  supersetled- Order  for  removal— Congress  notified 
— Resolutions  of  censure  —  Benton  and  Webster — Expunging  resolution — Ex- 
citing scene  at  its  lliiul  passage  —  Majority  aitainst  recharter — Policy  of  bank — 
Financial  dlstrejis  —  New  charter  granted  by  State  of  Pennsylvania — Bad  man- 
agement—Final liquidation. 

BiiiL  TO  Rbchartrr  thb  Skcond  Baxk  of  the  Usttbd  Statbs. 

In  his  message  of  1831,  Jackson  again  called  the  attention  of  Con- 
gress to  the  question  of  recharter.  The  hostility  of  the  President  to 
the  bank  became  by  degrees  more  marked ;  and  the  agitation  of  the 
United  States  Bank  question,  involving  the  general  subject  of  the  cur- 
rency, had  become  earnest  in  Congress  at  the  session  of  1829-30;  and 
it  grew  more  and  more  earnest  as  time  wont  on. 

At  the  triennial  nieotiug  of  tlie  stockholders  of  the  Bank  of  the 
United  States,  held  at  Philudclphia  under  the  eleventh  section  of  the 
ohortor,  on  ScptenilM>r  1,  ISCH,  a  committiH)  of  seven  wtui  appointedand 
authorizoil  to  make  appliontion  fur  a  renewal  of  charter  if  they  ahoold 
deom  it  best  to  do  so  at  any  time  previous  to  the  next  triennial  meet- 
ing. The  near  approach  of  the  prt>sidential  election  in  1838  eaosed 
some  hesiUitiun  among  the  friends  of  the  bank  whether  or  not  at  that 
time  to  |M>titiou  Congn>8s  for  a  recharter.  On  the  one  hand  it  was  held 
tluit  to  press  the  matter  would  nuvt  certainly  make  the  bank  questioo 
a  |M>Iitiettl  issue  in  the  presidential  cam|KUgn,  and  it  was  deemed  inad- 
vi.sjtble  to  trust  the  interests  of  the  institution  to  the  uncertainties  of  a 
p«>pular  vote.  On  the  other  it  was  urged  that  the  bank  now  had  a 
majority  in  both  branchi>s  of  Congress,  and  that  the  President  would 
put  himself  m  a  serious  ililemmii  by  vetoing  a  bill,  if  it  passed.  Henry 
Clay.  Jaek.son's  opixuient  in  the  presidential  election,  held  the  latter 
opinion,  and  it  is  Miid  that  his  view  inlluenet>d  theflmil  decision  in  favor 
of  m.-iking  the  p«>tition.  The  memorial  of  the  bank  was  accordingly 
prt>.«<'nt«Hl  by  Ueor^te  DalliV-s,  <»f  IVniiyylvaniti.  The  bill  was  op- 
pttstNl  ilk  the  S«>nato  by  Thoma.'*  II.  Bentim.  and  through  his  efforts  an 
luve:<tigation  of  the  bank  was  ordered  by  the  House,  which  resulted  in 
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'  reports  from  the  committee,  a  majority  report,  a  minority  report, 

id  onp   by  Mr.   Adams.     No  real  ground  of  complaint   was  foand, 

Jtbongh  the  majority  report  charged  that  profuse  loans  had  beerj  made 

induentio]  newspapers.     The  bill  pii&sed  the  Senate  June  11,  by  a 

it«  of  twenty  ei^ht  to  twenty,  and  the  House  on  July  ,3,  by  a  vote  of 

ne  handred  and  nine  to  seventy-six.     Tlie  main  object  of  the  opposi- 

h«n.  hr>p<i>les!>  of  defeating  thu  bill,  had  been  to  prepare  the  minds  of 

fl  -for  the  veto  and  to  furnish  ammunition  to  be  used  on  the 

the  coming  campaign. 

PRBsniKNT  Jacksoh's  Vkto. 

On  Joly  10  the  President  sent  in  his  veto  of  the  measure.  This  doc- 
wut  wa«  cttrefolly  prepared,  and  opposed  the  institution  chiefly  upon 
iinnd  f>f  its  being  a  monopoly.  It  raised  the  old  charge  about 
lock  being  held  largely  by  foreigners,  and  adds  that,  liad  the  Exec- 
utive been  called  on  to  furnish  a  project  for  a  National  bank,  that  duty 
woold  hare  been  cheerfully  ]>erformed. 

Jaeksoo's  in<Kja.sisteocy  in  hi.s  messages  and  iti  h\H  veto  are  thus 
mamed  up.  In  1829,  when  the  charter  had  yet  seven  years  to  run,  he 
alls  attention  to  the  necessity  of  prompt  action  as  to  the  recharter  in 
order  to  avoid  precipitancy.  In  1830,  when  the  charter  had  yet  six 
Ifmn  to  run,  be  advocates  timely  action.  In  1831,  there  being  five 
yauB  more,  be  rdterates  his  previous  advice;  but,  in  his  veto  in  1833, 
»ben  four  years  only  remain  to  the  bank,  he  says  there  is  no  need  of 
luwte. 

Bat,  altbongh  the  veto  was  exceedingly  vulnerable  from  almost  every 
idpoLnt.  it  served  its  purpose  in  arousing  the  popular  feeling  against 
ik  and  in  favor  of  Jackson.  Benton,  who  in  the  Senate  de- 
the  veto  against  the  attacks  of  Webster,  Clay,  Calhoun  and 
Eving,  roioed  the  whole  spirit  of  the  party  he  represented  when  he 
Mid: 


"  Too  uia>  I'nniinae  to  bo  (or  a  bank  and  (or  Jacksun,  but  you  cannot  be  for 

Ills  bank  n  .sun.    Ttie  bauk  is  now  tliu  open.  Via  it  has  loug  been  the  se- 

jKoesu-;  "      The  war  is  now  upon  Jaoluon,  and  if  he  Is  defeated  all  the 

Bl  Xftll  oij  What  iniJlvlduttl  eould  stand  in  the  States  aispaiDHt  the 

{Ol  XiiuX  >'.'■  't  bank  flushed  with  a  victory  ovor  the  conquemr  of  the 

I  of  B'jnapart".     ThK  whole  Goremiiient  WouW  full  Into  lhi>  handa  of  the 

[JMHK'nr.     An  otigurch)'  would  be  iminodiately  established,  and  that  oUgarehy 

iICm  svuvrattons  woald  rl|>en  Into  a  moDarcby," 

The  bill  for  the  recharter  could  not  secure  the  necessary  two-thirds 
tote  for  the  passage  over  the  veto.     Nor  did  the  supporters  of  the  bank 
itly  realize,  even  then,  the  effect  of  the  President's  opposition.     They 
ht  the  people  would  be  disgusted  at  Jackson's  unreasonable  attl- 
Nicholas  Biddle  wrote  to  Clay  that  he  was  delighted  with  the 
«((a    Tbe  campaign  of  1832  was  fought  on  the  bank  issue.     It  was  the 
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hero  of  New  Orleans  against  a  "  mon«t«r  monopoly."  It  was  Jackson 
like  a  hero  of  rouiancc  fighting  against  "Old  Nick's  Money  "  and 
"Clay's  Rags."  The  bank  ha\ing  foolishly  gone  into  politic*,  w<us  de- 
feated and  Jackson  again  elected.  The  support  of  the  people  wua  at 
once  claimed  for  all  past  and  future  warfare  on  the  l>ank,  and  the  re- 
sult of  the  election  sealed  ita  doom.  The  attack  promised  on  the  stamp 
began  at  once. 

In  his  message  in  1833.  alter  liis  re-election  in  November  of  that 
year,  the  President  again  fulminates  against  a  recharter  of  the  institu- 
tion, recommending  that  the  seven  millions  of  stock  of  the  book  held 
by  the  United  States  should  be  sold,  and,  going  further,  intimates  that 
the  United  States  deposits  in  the  bank  were  not  safe.*  He  either  wan 
or  aJffeoted  to  be  impressed  with  the  idea  that  so  long  as  the  bank  was 
the  holder  of  the  pabUc  funds  it  might  use  them  to  corrupt  Cungren 
to  secure  an  extension  of  its  existence.  In  consequence  of  the  message 
bank  stock  fell  from  one  hundred  and  twelve  to  one  hundred  and  four. 
A  Treasury  agent  who  made  an  examination  of  the  institution  reported 
it  solvent,  and  the  stock  went  back  to  one  hundred  and  twelve.  Con- 
grow  did  not  ooinoide  with  the  views  pxpre.ssed  by  the  President,  and, 
rofoaing  to  sell  the  bank  stock,  passed  a  resolution,  by  a  vote  of  one 
hundred  and  ten  to  forty-six,  of  confidence  in  the  safety  of  tbedepoaita. 

Public  Bbhovai.  of  Drposits  frou  thr  Bask. 

Daring  the  spring  and  summer  of  1833  there  was  much  consaltation^ 
between  Jacltsiju  and  hi-s  oa.binot  as  to  the  removal  of  the  depoeit& 
Louis  MoLane  was  Becrutary  of  the  Treasury.  He  was  sounded  by 
Amos  Kendall,  the  Fourth  Auditor,  who  was  a  strong  advocate,  if  not 
the  first  suggestor,  of  the  step,  and  found  to  be  unfavorable  to  it.  As . 
an  editor  in  Kentucky,  Mr.  Kendall  had  been  an  ardent  supp 
the  .Ight  of  the  States  to  tax  the  branch  Ixmks  of  tiie  United  St 
within  their  b<jrders  during  the  controversy  between  the  States  of  Ken- 
tucky and  Ohio  and  the  bonk.t  The  decision  of  the  Supreme  Court  in 
McCtdtoch  vs.  8tat«  qf  MaryUuid  judicially  settled  the  question;  but 
Mr.  Kendall  continued  the  controversy  in  his  pjiper,  and  always  after- 
ward retaluedblii  hostility  to  the  bank.  Mr.  McLane  was  proniotoil  to 
the  Btate  Depart  meat,  and  Mr.  Duane,  of  Penney  I  vanin,  appiiinted 
Secretary  uf  the  Tmatiury.  Sckmi  nftor  the  Preniilojit  called  for  the 
mitten  opinion  of  hi*  cabinet.  Mcljuie  wn.s  against  the  removal;  no 
WM)  Duane.  General  CajM  plendiMi  ignorance  of  the  question;  bat 
Woodbury,  Secretary  of  thcTri'iUiury,  Borrj',  PriMtin>u<ter-Genenil,  and, 
Attomey-dcneral  Taney  were  all  In  favor  of  it.     At  tl  ing  ( 

doubt  wuM  czprmied  as  to  the  reception  of  the  dep<.  lie 

bonks.  Ketidall  (U(iiurf<l  the-  IVcnldent  thnt  ho  would  settle  this  doabt. 
Be  went  accurdijigly  to  lialtiiuori',  I'liiladelpliio,  New  York  and  Bo*'  i 

*  MoLane.  who  \a3uet  on  dooilned  to  Rinorv  d«pas4ts. 

*  AuitM  KciuUII,  Uoiini(ib)r.  Sm 
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in  »I1  but.  thfl  latter  place  socurod  the  actjuiescence  of  the 
[lionks  required  for  the  purpose. 

On  R«»ptember  18,  everythinjr  being  ready,   the  President  read  a 
Iniaoifesto  on  the  subject  t^o  lii»  cabinet,  and  inconsequence  of  Duane's 
[persistent  refasu!  to  «irry  out  the  wishes  of  the  President  he  was  dis- 
^plaeed  and  supersede**  by  Attomey-Gejieral  Taney,  who,  on  September 
[26,  lS;i.3,  issued  the  order  for  the  removal.     "The  Globe,"  of  Septeuu- 
Iwr  20,  1833,  announced  that  the  public  deposits  would,  "  after  the  Ist 
of  October,  be  made  ui  the  State  banks,  but  that  it  is  contemplated 
not  to  remove  at  once  the  whole  of  the  public  money  now  on  depo.*it 
In  the  B%nk  of  the  United  Stnteji,  but  to  culler  it  to  remain  thereuntil 
Ik  eboll  l>e  gradually  withdrawn  by  the  u.sual  operations  of  the  Goveni- 
[jneut."     The  bank  thenceforward  knew  that,  if  its  own  policy  .should 
I  be  pacific,  it  had  nothing  to  fear  from  any  unasual  call  from  the  Gov- 
[♦•mment;  yet,  with  specie  enough  in  its  vaults  to  pay  the  entire  public 
deptjsitii  at  once,  it  maintained  its  stringency,  under  the  pretext  that  it 
[must  be  prepared  for  vindi<'tive  attacks  from  the  Treasury  Depart- 
ment.*   The  funds  of  the  pension  agencies  were  removed  from  the 
[bank  io  February,  1834. 

Prksidknt  Jackson  Cksscrkd. 

When  Congress  assembled  in  December,  1833,  the  President  notified 
Ihem  of  tlie  removal  of  the  deposits,  and  that  the  Secretary  would 
fumiitli  them  with  the  reasons,  which  the  Secretary  did.     From  the 
fimt  we«k  in  December,  1833,  to  the  last  day  in  June,  1834,  says  Parton, 
tlniutit  the  only  topic  of  debate  in  Congress,  in  the  newspapers  aad 
I  kiQong  the  people,  was  the  removal  of  the  deposits.     It  was  discussed 
[with  groat  ability,  bitterness  and  pertinacity.     On  March  28,  1834,  Mr. 
^Clay  introduced  two  resolutions  in  the  Senate,  one  "that  the  President, 
ke  late  executive  proceedings  in  relation  to  the  pubUc  revenue,  has 
jcd  upon  himself  authority  and  power  not  conferred  by  the  Con- 
rrtitutioD  and  laws,  but  ui  derogation  thereof."'  t    Tliis  was  parsed  by  a 
'  vot«  of  twenty-sax  to  twenty,  and  was  known  as  the  censure  resolution, 
The  second  was,  that  the  reasons  of  the  Secretary  of  the  Treasury  for 
H'  ■     deposits  are  insufficient ;  this  paased  by  vote  of  twenty- 

it  i  i-^n. 

i^prii  17.  the  President  replied  by  a  protest,  which  he  desired  to 
upon  the  Journal  of  the  Senate  as  an  ofl!«et  to  tlie  resolu- 
Ftloa  of  eensure.  The  view  taken  in  the  protest  was  the  stuue  as  that 
I  taken  in  his  veto,  and  was,  tluit  the  President  should,  under  his  oath 
,  ol  office,  srastain  the  Constitution  ns  he  understands  it,  not  aa  the  judi- 
I  may  expound  or  Congress  declare  it.  Lodge,  in  his  life  of  Webster, 
ici  Jackson ; 

*  "  Autoblotrrai'hy  of  Ainne  Kenclnll,"  Bustun.  IH7S,  p.  iNH. 
tflco  "  M«motrs  of  John  g.  A'lnaMs"  Vm.  IX.  p,  UK. 
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"  He  had  the  audacity  to  rest  his  veto  upon  the  ground  that  the  bill  wan  nnoon- 
stitntional,  and  that  it  was  the  duty  of  the  President  to  decide  upon  the  oonstitntlon- 
allty  of  any  measure  without  feeling  in  the  least  bound  by  the  opinion  of  Congress  or 
the  Supreme  Court.  His  ignorance  was  so  crass  that  he  failed  to  perceire  the 
difference  between  a  new  bill  and  one  for  continuing  an  existing  law,  while  his 
vanity  and  si'lf-assumption  were  so  colossal  that  he  did  not  hesitate  to  assert  that  he 
had  the  right  and  the  power  to  declare  an  existing  law,  passed  by  Congress,  approved 
by  Madison,  and  held  to  be  constitutional  by  an  express  decision  of  the  Sapreme 
Conrt,  to  be  invalid  because  he  thought  to  say  so." 

A  motion  to  have  the  jyrotest  engroesed  on  the  Joamal  of  the  Senate 
wa«  strenuously  supported  by  Mr.  Benton ;  bat  the  President's  request 
was  denied  by  a  vote  of  twenty-seven  to  sixteen ;  and  Senator  Benton 
huuiediately  K'^ve  notice  of  a  resolution  to  expunge  the  resolution  of 
cenHuro  froiu  the  re<>ords  of  tlie  Senate,  and  declared  that  from  that 
hour  one  of  the  lending  purposes  of  his  career  would  be  to  obtain  its 
passage.  The  indomitable  persistency  with  which  he  devoted  himself 
to  this  object,  and  the  debates  thereon  in  the  Senate,  exhibit  the  bitter 
feeling  and  animosity  of  spirit  which  prevailed  at  that  time  upon  the 
bank  <iucMtion. 

KXIM<N(ilN(»   TtlK    IlKSOLlITION   OF  CBXSURB  PROM  THB   RRCORDS. 

During  the  sossion  of  the  following  year  (1834)  Benton  introduced  a 
re«oluti(in  to  expunge  the  resolution  of  censure  from  the  Senate  records, 
and  during  the  same  stnislon  a  preamble  and  joint  resolution  of  the 
(General  Assembly  of  the  State  of  Alabama  was  presented  by  Senat<» 
King  of  that  State,  entreating  the  Senators  to  use  their  untiring  efforts 
to*cau!«  this  resolution  tol>e  expunged  from  the  Journal  of  the  Senate. 
The«»  rew>lutlons  were  not  allowwl  to  l>e  printed  and  were  finally  laid 
uiKU)  the  table  by  a  vt>te  of  twenty-seven  to  twenty.  Messrs.  Clay 
Calhoun,  Clayti>n,  Kwlng.  Welwter  and  Tyler  voting  In  the  affirmative. 
B*»fi>re  the  vote  was  taken  ujhmi  the  resolution,  the  word  "expunge" 
wa.<t  strioken  out.  mul  the  words  "resK'lnd.  reverse  and  make  null  and 
voUl."  wen>  allowetl  to  U»  in!H»rtt»d  with  gn>at  reluctance,  but  finally 
with  the  eonsH'nt  of  Mr.  Benton.  Mr.  Wel>ster  conadered  this  assent  of 
Mr.  Benton  t*>  the  sul»."«tlHjtlun  of  other  worvls  for  the  word  "  expunge** 
tu«agn«it  triumph,  nnd  dtvL-trtnl  "that  nothing  now  can  induce  the 
S*>nrtte  t»>  ful>ify  its  own  nHMrrls,  t<«  disgratv  Its  own  proceedings,  or 
violate  the  rights  «»f  uiemU'rM.  The  attempt  to  indueo  the  Senate  to 
o\pung«>  Its  Jountal  htw  fttiletl — tilgnally  and  effecnially  foiled.  The 
rtH*\»rvl  nnuaiu*  neither  Murr«>»l.  blot teii  nor  disgraced."  Benton  says 
in  lu>  "Thirty  Wears''  View"  (\'o\.  I.  p.  5.*>0»: 

■•  Thr  vwiltmi  >j>»"«>  !i  »(  Mr  WcIirj.t  roiontl  mr  !•>  my  i>^urax«>^inade  a  man 
<'i  n,.  .tvii  V  ikitliiK  r.><-r..ii'.;  lisi- «.<u  n.t>,'X<r  1  »n»t'  »':-\  >ut>Ri:ti('d  (far  ivriidiial 
n--.  •  •  •.  y\  ■  T  AiiA  !.«!!.!',  .;« !•  -:i>i  n.>r<l  ii:  '.x.  ;.■  >;a!-i  i-r  lh»*  M>VDd  wrk  of 
K  .  ' ,  \;  -  ^-  .■;•.  «  ih  r.,  i>.n  ir.;-:.>r»  ••.«x;:in»::v-!'.  itial  I  ».'U;ii  tuvtr  >i«'Vi  it 
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Thtrlng  the  last  oesaion  of  the  laat  term  of  President  Jackson,  Sena- 
Bcntoii  ngafai  brought  up  liis  oriKinnl  re««lution,  but  the  Senate 
to  a«t  n[K>n  it  uutil  the  meeting  of  the  new  Congress  under  the 
'Buren  Adniinistnition,  at  which  time  speeches  were  made  by  the 
leaders  of  the  Senate,  including  Bayard  and  Claj'ton  of  Delaware,  a« 
[V«>ll  OS  Webster,  Clay  and  Calhoun.     The  latter  in  his  peroration  said: 

"  Bqt  wb^  xtionM  t  delalii  the  Senate  and  neetUeHsly  waste  my  breath  In  fraitleaa 
ions.  lniB  (p.'ue  forth.     It  l»  one  of  urtfency  tixi.    The  dcv*!  f«  to  be 

-thill  :  .Ui(!h,  like  tlie  blood-stuineJ  huiiilB  of  the  gaWXy  Macln'th,  all 

...  r  will  tiul  wash  ont.     Rnx-e^d  then  with  the  noble  work  that  ll&s  before 
.   .      Le  othtT  akfllful  execntKjners,  do  It  qniokly.  and  when  you  have  peiT>e- 
llORic  to  the  pwjtile  and  tell  thetn  what  gloriooii  honor*  you  have  achieved 
imuo  country.    Tell  them  that  henceforward,  no  matter  what  daring  or 
I  art  any  I'ttwident  m»y  perform,  you  have  hcraietieally  sealwl  the  moath 
I  t<eiuite.    Tell  them  that  be  may  fearlewtly  as8uuie  what  powers  be  pleases, 
|l  fnim  lt«  lawful  custfxiy  the  public  purse,  command  the  military  detachment 
'  the  halls  of  the  Capitol  over  ull  Congress,  trample  the  CotLsiitutlon  and  raie 
stwark  of  freedom,  but  that  the  Senate  must  stand  mute  In  silent  submlBslon, 
tod  nM  dare  to  raiiie  iia  opposing  voice." 

Senator  Benton  gives  a  graphic  deBcription  of  the  proceedings. 
'  Midnight  was  now  approaoliing.  The  dense  moss,  which  filled  every 
Qch  of  rrxnu  in  the  lobbies  and  galleries,  remained  inininvable.  No  one 
Moe  could  get  in.  The  Hoor  of  the  Senate  was  crammed 
■  I  {lersons,  and  it  seemed  as  though  all  Congress  was  there. 
Expectation  and  determination  to  see  the  conclusion  was  depicted  upon 
rery  countenance." 
The  vote  opon  the  adoption  of  the  resolution,  was  twenty-four  to 
aefeen;  and.  in  aoconiance  with  the  resolution,  and  upon  motion  of 
eaator  Benton,  the  Secretary  of  the  Senate  produced  the  original 
Beript  journal,  and  opening  at  the  pa^e  which  contained  the  con- 
jry  sentence  of  March  28,  1834,  proceeded  in  open  Senate  to 
raw  a  nquare  of  broad  black  lines  around  the  sentence,  and  to  write 
tten  xta  face,  in  strong  letters  these  words :  ' '  Expunged  by  order  of 
lie  Senate  this  ICth  day  of  March,  1837."  Mr.  Bentun  states  that  some 
I  Senators  and  others,  In  anticipation  of  disturbance,  were  armed 
stance  During  the  process  of  expunging  tlie  resolution  a  great 
tbauce  arose  in  the  galleries,  accompanied  by  his^tes,  grtmns  and 
itions.  The  Senator  from  Missouri  considered  himself  the  object 
'  the  oatFRge;  and  when  Mr.  King,  of  Alabama,  who  was  in  the  chair, 
lered  the  galleries  cleared,  Mr.  Bentnn  objected,  and  said:  "Let 
he  rufflans  be  apprehended  by  the  sergeant-at-arms,  and  brought  to 
be  bar  of  the  Senate.  Let  him  seize  the  mlflans — the  bank  rufflanel " 
(iT»  officer  soon  returned,  having  in  his  custody  "a  tail,  well  dressed 
liut  wrapped  in  a  black  overc<iat,"  and  proseuted  liim  at  the  bar.  Mr. 
r>nton.  allowing  that  the  public  exposure  was  sutfleieut  punishment, 
loved  that  he  be  di-scharged,  but  Mr.  Moiris  demanded  the  yeas  and 
•T*.  And  be  «as  discharged  by  a  vote  of  twenty-seven  to  one.     After 
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this  he  tried  to  speak  in  bis  own  defence,  but  the  chairman  turned 
the  sergeant -at -arm  8  and  said  in  u  loud  tone,  "  take  hiin  out."  • 

The  Senate,  in  1833,  was  still  anti  Jackson;  hut  four  resolutic 
were  introduced  in  the  House  of  Representatives;  "the  first  (that 
Bank  of  the  United  States  ou^ht  not  to  be  rechartered)  waa  carrie 
one  huiidre<l  and  thirty  four  to  eighty-two,  Tlie  second  resolutii 
that  tlie  public  deposits  ought  not  to  be  restored  to  the  Bank  of 
LTnite<i  States,  passed  by  a  vote  of  one  hundred  and  eighteen  to 
hundred  and  three.  The  third  resolution,  that  the  State  banks  slioald 
bo  continued  as  depocdtories.  and  that  Congress  should  farther  re^lalo 
the  siibject  by  law,  pat«cd  by  one  hundred  and  seventeen  to  one  liua- 
dred  and  five.  The  fourth  resolution.  directinK  the  appointwent  of 
select  oouinilttee  for  a  bank  investigation,  with  power  to  %isit  the 
and  any  of  its  branches,  was  adopt&d  by  a  Tot«  of  one  bondred  and 
seventy-Qve  to  forty -two.  + 

POUCT  OF  THE   Ba«K   AITTKR  JACKSOX'S   VbTO. 

After  the  veto,  and  the  large  uiajority  against  the  bank  in  the  He 
of  R**pr«i!ientativ('M  at  the  session  of  1833-~34,  there  was  little  hope  of 
wsaring  a  recluu-ti^r.  It  is  said  that  a  policy  of  expansion  was 
resolved  uiK>n  by  the  luanageuiejit  of  the  bank,  and  tliatolroular  lett 
to  the  branches  were  preiutred  to  this  effect.  They  were  not,  liowevt 
sent,  as  on  MH'<ind  thouglu  it  was  determined  to  curtail  the  busiuess  < 
the  iiiHtitution  to  the  eitent  of  tJie  average  United  States  deposit* here- 
tofore Iteld  by  Uie  bank.     Whether  the  reKult  of  this  or  not,  the_ 

*Oiiilloa'a  "  Henry  tnay." 

♦  "M ■-  ••   1   ►- ■^-  \<ums."  Vol.  IX,  p.  Ji*. 

N  i^tUutlimal  HIiitorr  nf  tbe  ralt«il  States,"  thus  i 

(an  t  '  <  uiilcx]  «n  much  of  the  time  of  the Senatv  for  ' 

ycsrs. 

"  In  niy  nptntna,  no  «l«*iiit«  iomlly  uiuuMilabk)  siMwcr  can  b*  tiv«n  to  Um  i 
QMMIoai  which  wciv  rftrwlly  In  ditputc :  Wh«tb«r  tb«  Sonata  had  th«  rl«h4  to  i 
•SVa«SBioD  in  s  iraolutloD  to  s  formal  cenMins  of  tbi;  PraJitnit.  ami  wtM-ttxrr 
PlwMsM  had  tba  right  to  enter  ■  protoat  ii4mn>i  uat  i 

MHlBtloa  vhslCVW  of  tlM  9vn«i« :  •ntl  for  tlw  rv-i 

ff^f^—ttt^ttmtnr  tlM<4r  •..Intl.,,.  I  i.^:.!  ..r  t^nt....^  I  . 

of  ^ttkal anri- 
•aeadbgrtbrpo: 

fmn  all  doubt.  <  i  of  the  i 

Uoawhm  ti  r^-  in^m  (he  : 

Wliat  tH*  <r>aal 
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Pone  of  great  flnanoial  difitreas,  and  the  policy  of  the  Adminiw- 

tioii  toward  the  bank  wua  held  to  be  the  cause  by  large  numbers  of 

jple.     Petitions  for  return  of  the  deposits  and  reehorter  poured  in^ 

elei^tions  from  New  York  and  Philadelphia  and  other  cities  waited 

upon  the  President  with   the  same  object  in   view.      The   President 

r-fused  to  be  moved,  and  i-ven  iiithimtcd,  in  no  uncertahi  manner,  that 

ach  demonstrationit  were  useless  and  distasteful  to  him. 

In  his  message  of  December,  1834,  he  ugaui  attacked  the  bank.    This 
ime  hie  principal  grievance  was  that  from  the  dividends  due  upon  the 
kuf  the  liatik  Iield  by  the  Government,  the  bank  bad  retained  some 
;,(KK)  a>i  damages  for  the  protest  of  a  draft  of  $900,000  drawn  by  the 
JniT'  -  Treajsury  ui>on  the  French  Government  for  the  payment 

af  til  I'itallment  of  the  French  indemnity.     The  bank  had  pur- 

the  draft  and  bad  sent  it  on  for  collection  through  England; 
!,  upon  the  protest,  its  agent  in  Paris  took  up  the  draft  with  the 
I  bank's  funds,  to  save  the  credit  of  the  Bank  of  the  United  States.  The 
President  regarded  the  claim  for  damages  as  an  in.suJt  to  the  Qovem- 
Inient,  inasmuch  as  the  bank  had  then  a  larger  amount  of  Government 
1  fonds  on  deposit,  llis  other  specilic  charges  agaim-t  the  bank  were  that 
jit  had  extended  its  loans  in  1831  and  1B32  to  secure  popularity,  and  that 
|ia  1834  it  bad  contracted  its  business  to  cause  distress. 

In  1835.  the  board  of  directors  of  the  bank  authorized  an  exchange 
|coiuiiutt«e  appointed  by  its  President  to  make  loans  upon  stocks,  and 
Ituew  policy  wa£  inaugurated  for  the  last  year  of  its  operation  under 
rh»  old  charter. 

BaXK  APPUBS  rOK  CHARTUR  to  THB  STATB  ok  PBNMStLVAfriA. 

The  Bank  of  the  United  States  did  not  wind  up  its  afiairs,  nor  even 

l{ir«piu^  to  do  so;  on  the  contrary,  it  applied  for  and  obtained  a  charter 

^^u  the  Legislature  of  Pennsylvania,  which  was  granted  and  approved 

Iby  thL'  (Jovemor  of  the  State  on  February  18,  1836,  just  tliirteen  days 

Itefore  the  expiration  of  its  charter  from  the  general  Government.    This 

|eharter  differed  in  nothing  essential  from  that  just  expiring,  except  in 

be  term  of  the  charter,  which  was  extended  to  thirty  years,  and  in  the 

Imouni  of  the  bonus  paid,  and  to  be  paid  for  it.     It  was  in  effect  a 

L-uewal  and  extension  of  the  charter,  without  change  of  conditions  or 

purposes,  and  under  the  old  corporate  name.     The  title  of  the  act  of 

ii!«)riK>nition,  however,  is  worthy  of  note.     It  is  styled  "/\ji  Act  to  re- 

eal  the  State  tax  on  real  and  personal  property,  and  to  continue  and 

est«nd  the  improvements  of  the  State  by  railroads  and  canals,  and  to 

L  State  bank,  to  be  called  the  United  States  Bank. ''    The  bonus 

the  charter  to  the  bank,  if  it  had  maintained  its  existence 

n«J  »oIreucy  long  enough  to  meet*  the  charges  imposed,  would  not 

Phnve  fallen  short  of  five  millions  of  dollars,  assuming,  which  it  is  safe 

to  do,  that  the  long  list  of  subscriptions  required  to  be  made  to  rail- 

•Bonton'9" Thirty  Tears'  View."  Vol.  II,  p.  21. 
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roads,  canals,  iiaTigation  companies  and  tompike  roads,  scattered  all 
over  the  State,  should  eventnally  prove  to  be  onprodactive. 

Colonel  Benton  describes  the  Pennsylvania  charter  as  a  "  transmi- 
gration of  the  Bank  of  the  United  States,  *  *  *  changing  itself 
from  an  imperial  to  a  provincial  institution,  retaining  all  the  while  its 
body  and  essence,  its  nature  and  attributes,  its  name  and  location;" 
and  he  does  not  hesitate  to  ascribe  "  every  circumstance  of  its  enact- 
ment to  oormption,  bribery  in  the  members  who  passed  the  act,  and 
an  attempt  to  bribe  the  people  by  distributing  the  bonus  among  them." 

Thb  Baitk  ScsPBirsiONs  of  1837. 

Bat  other  results  followed  the  removal  of  deposits  and  failure  to 
reeharter  the  Bank  of  the  United  States,  which  were  of  much  more 
ooDsequenee  than  the  question  of  the  fitness  or  unfitness  of  a  particu- 
lar fiscal  agency  of  the  Government.  The  State  banks  whi<^  were 
selected  as  depositories  of  tite  large  revenues  of  tlie  Treasury  expanded 
their  issues,  and  a  multitude  of  other  banks,  old  and  new,  went  wild 
In  a  general  inflation  of  the  circulation.  The  aggregate  of  their  circu- 
lating notes  (exclusive  of  those  of  the  Bank  of  the  United  States)  rose 
from  161,000,000  hi  1830  to  $149,000,000  in  1837.  In  March,  1830,  the 
finance  Committee  of  the  Senate  had  said:  " They  are  satisfied  that 
the  country  is  in  the  enjoyment  of  a  uniform  national  currency,  not 
only  sound  and  uniform  in  itself,  but  perfectly  adapted  to  all  the  pur- 
poses of  the  Government  and  the  community,  and  more  sound  and 
onifonu  than  ttiat  possessed  by  any  other  country."  And  yet,  but 
•even  years  after  ttiis,  on  May  10,  1837,  all  the  banks  then  in  operation, 
with  the  mammoth  United  States  Bank  of  Pennsylvania  among  them, 
went  into  suspension,  as  if  by  common  consent,  or,  as  Colonel  Benton 
has  it,  "  with  a  concert  and  punctuality  of  action  which  announced 
arrangement  and  determination  such  as  attend  revolts  and  insurrec- 
tions in  otlier  countries;  "  and  he  declares  that  "  tlie  prime  mover  and 
master  manager  of  the  suspension  was  the  Bank  of  the  United  States, 
then  rotten  to  the  core  and  tottering  to  its  fall,  but  strong  enough  to 
carry  others  with  it,  and  seeking  to  liide  its  own  downfall  in  the  crash 
of  a  general  catastrophe."  Tliis  allegation  derives  some  support  frcnn 
the  repcirt  of  tlie  committee  of  tlic  stockholders,  made  in  January,  1811, 
after  the  failure  of  the  bank.  Thcysuy:  "  The  origin  of  the  course  of 
p(»iicy  which  hod  conduced  to  the  present  situation  of  the  affairs  of  the 
institution  dates  beyond  the  period  of  the  rerhurter  by  the  State." 

Favored  by  an  exccKS  of  importations  of  spi>c*le,  amounting  to  nearly 
twenty  milliouH  in  the  two  years  ending  September  20,  1838,  the  banks 
of  New  York  and  New  England  re.sumed  on  Slay  10  of  tlmt  year.  The 
banks  of  Pliihulelpliia  made  tl>rt>c  resumptions  and  as  many  failures 
before  February,  1841,  and  di<l  not  effectively  resume  until  March  of 
the  following  year;  so  that  from  1834,  a  period  of  eight  years  of  vicioo* 
fluctuation  and  depreciation  of  the  currency  elapsed  before  the  banks 
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again  settled  into  what  was  then  called  "  a  state  of  regularity."  Dur- 
ing this  period  they  reduced  their  circulation  from  one  hundred  and 
forty-nine  millions  in  1837  to  fifty-eight  millions  in  1843,  which  is  three 
millions  helow  the  amount  at  which  it  stood  thirteen  years  before. 

Opkrations  of  Unttkd  States  Bank  of  PBNNsyiiVAifiA. 

The  United  States  Bank  of  Pennsylvania  suspended  specie  pay- 
ments as  often  as  other  State  institutions,  and  finally  succumbed  to 
farials  which  other  banks,  more  prudently  managed,  survived.  It  made 
an  assignment  of  certain  securities  on  May  1, 1841,  to  secure  five  millions 
of  poet  notes  which  other  banks  had  taken  in  exchange  for  its  demand 
notes.  The  second  assignment  was  made  June  7,  1841,  to  secure  its 
notes  and  deposits,  "among  which  were  notes  and  deposits  of  the  late 
Bank  of  the  United  States,  incorporated  by  Congress,"  so  that  it  ap- 
pears to  have  been,  up  to  1841,  using  its  old  issues.  The  third  and 
final  assignment,  made  on  September  4,  1841,  covered  all  its  remaining 
property,  "to  provide  for  the  payment  of  sundry  persons  and  bodies 
eorporate  which  the  bank  is  at  present  unable  to  pay." 

Causes  of  the  Bank's  Failitrb. 

The  final  failure  of  the  Bank  of  the  United  States  under  its  Penn- 
sylvania charter  was  no  doubt  due  to  the  immense  loans  made  upon 
bonds  and  stocks,  and  as  stated  by  the  stockholders'  committee,  the 
policy  which  led  to  this  result  was  inaugurated  in  1835,  one  year  before 
the  expiration  of  the  national  charter,  but  not  until  all  hope  of  secur- 
ing a  renewal  of  its  powers  from  Congress  had  been  given  up.  From 
1835  to  March  3, 1836,  the  latter  the  date  of  tlie  expiration  of  the  United 
States  charter,  loans  on  stocks  increased  from  84,800,000  to  over  twenty 
millions  of  dollars.  This  locked  up  most  of  the  active  means  of  the 
institution,  and  to  carry  out  its  engagements,  it  was  obliged  to  borrow 
abroad,  and  its  credit  was  such  that  in  1836  it  so  obtained  §7,500,000 
apon  good  terms.  The  inference  which  Benton  wislies  to  have  made, 
that  the  bank,  during  the  time  of  Jackson's  warfare  upon  it,  was  insol- 
vent or  "rotten  to  the  core,"  is  not  a  correct  one,  as  its  management 
was  from  all  accounts  comparatively  conservative  until  1835,  when  any 
restraint  which  its  managers  felt  under  its  national  charier  appears  to 
liave  been  withdrawn.  Instead  of  retrenching  after  1836,  the  manage- 
ment grew  more  and  more  reckless,  and  by  July,  1840,  it  had  borrowed 
upon  post  notes  and  bonds  more  than  twenty-three  millions  of  dollars. 
During  this  time  the  loans  on  stocks  continually  increased.  It  seemed 
impossible  for  the  managers  to  say  no  to  any  one.  All  projects  ^ere 
favorably  received,  and  thus  projectors  found  in  Mr.  Biddle  a  sympa- 
thetic listener.  Commissioners  and  agents  having  bonds  issued  or  guar- 
anteed by  the  States  they  represented,  to  place  upon  the  market  to 
■peculators  in  turnpike  and  land  company  stocks,  all  came  to  Mr.  Bid- 
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die,  and  eversTthing  in  the  shape  of  an  incorporation  looked  to  him  as 
the  one  who  could  place  their  credit  upon  a  flnu  basis.  Bonds  of  Mis 
sisaippi,  Michigan  and  Illinois,  of  the  Territory  of  Florida,  and  even  of 
the  struggling  Republic  of  Texas,  received  from  him  the  impress  that 
was  to  make  them  pass  in  the  markets  of  the  world.  Few  appear  to 
have  been  sent  away  disappointed.  He  was  the  President  of  the  bank 
from  January,  1823,  to  March,  1839,  when  he  resigned,  leaving  the  bank, 
as  he  said,  prosperous.  In  1840  it  was  found  that  the  assets  of  the  in- 
stitution consisted  chiefly  of  all  kinds  of  internal  improvement,  and 
bank  and  State  stocks  and  bonds.  There  was  hardly  an  enterprise, 
good,  bad  or  indifferent  in  the  United  States  that  was  not  represented 
in  the  list. 

For  years  Mr.  Biddle  had  been  courted  and  flattered  as  the  financial 
autocrat  of  the  country.  He  had,  as  a  rule,  been  successful  in  the 
financial  operations  he  had  undertaken,  representing  as  he  did  an  in- 
stitution  of  immense  capital  and  in  high  credit  both  at  home  and 
abroad.  As  has  been  said,  up  to  1835  the  operations  of  the  bank  were 
apparently  conservative.  The  craze  for  internal  improvements  in  most 
of  the  States  had  thrown  on  the  market  a  new  class  of  securities. 
Many  others  besides  Mr.  Biddle  were  deceived  as  to  their  value.  The 
loans  on  stocks  from  1835  to  1836,  made  contrary  to  the  previous  gen- 
eral policy  of  the  bank,  may  have  been  made  in  anticipation  of  a  rise 
in  the  stocks  of  all  internal  improvements  from  the  distribution  of  the 
surplus  among  the  States,  authorized  by  the  act  of  June  23, 1836,  which 
had  been  under  consideration  for  some  time  previous.  This  view  is 
sustained  by  the  fact  that  in  ttie  spring  of  1836  the  following  paragraph 
appeared  in  the  Philadelphia  "  National  Gazette,"  which  was  ascribed 
to  Biddle: 

"Th<>  grc«t  IcMW  of  the  bank  has  been  in  the  depreciation  of  the  wcnrittea,  and 
the  only  way  to  regain  a  capital  is  to  re^ttore  their  ralue.  \  large  portion  of  them 
consists  of  State  stocks,  which  are  so  far  below  their  intrinsic  worth  that  the  present 
prii<«>s  could  not  hare  b(t>n  anticipated  by  any  reasonable  man.  Xo  doubt  can  be 
entertained  of  their  ultimate  payment.  The  States  them-oelves.  unaided,  can  satisfy 
erery  cbilm  a((ainst  them ;  they  will  do  it  speedily  if  Conirress  adopt  the  measiuea 
contemplated  for  their  relief.  \  dirision  of  the  public  lands  among  the  States,  or  a 
pU>lKe  of  the  procet<(L<<  of  sal«*s  for  that  purpusH*.  would  t)e  abundant  aecarity. 
Either  of  thtwe  acts  woukl  inspire  confidence  and  enhance  the  value  of  all  kiitds  of 
pr>>i>erty." 

Tlte  policy  of  carrying  a  load  of  thei*e  doubtful  securities  having 
ono»>  Ihh»ii  acct'pto*!.  then.*  was  mucii  temptation  to  continue  it  to  sus- 
tain the  vnluo  of  tho  stocks  alr«»ady  hold. 

Tho  fT.tKH),0«H>  of  sttx'k  lield  by  the  United  State*,  previous  to  the 
chani:^  tt»  a  State  diartcr.  was  paid  Kick  in  full,  and  the  <^vemment 
nviliztHl  a  v«>rr  handsome  profit  upon  its  investment,  as  will  appear  by 
the  following  titatement  derived  fnnu  the  records  of  the  Treasury 
Department  - 
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Bonus  paid  b7  iMnk  to  the  United  states tl.fi00,00n.80 

Dividends  received  from  the  bank 7,118,416.30 

Proceeds  of  stock  sold  and  other  moneys  received  from  the 

bank 9,484,780.78 

Total $18,043,187.07 

Subscription  to  capital  stock  paid  in  United  States  5 

percent  bonds yr.OOO.CjCO 

Interest  paid  X)j  United  States  on  same 4,950,000   11,960,000.00 

Profit  on  investment |6,08e,lfl7.07 

The  history  of  the  United  States  Bank  under  its  Pennsylvania 
charter,  snbseqaent  to  the  crisis  of  1837,  was  a  most  disastrous  one.  It 
sospended  specie  payments  during  the  ticklish  period  from  1837  to  1841 
as  often  as  other  State  banks,  and  finally  went  down  under  circum- 
stances that  might  with  prudent  management,  have  been  turned  to  a 
raeoessfnl  result.  It  made  three  several  assignments  in  1841  to  secure 
various  liabilities,  the  last  and  final  assignment  being  on  September  4 
(rf  that  year. 

The  final  result  of  the  liquidation  of  the  bank  was  briefiy  stated  in  a 
letter  to  the  author  from  Thomas  Robins,  Esq.,  then  President  of  the 
Philadelphia  National  Bank,  who  was  the  last  survivor  of  its  numerous 
asBtgnees. 

"All  the  drculating  notes  of  the  Bank  of  the  United  States  together  with  the 
depositB,  were  paid  in  faU,  principal  and  interest,  and  the  acoonnta  of  the  assignees 
were  Anally  settled  in  1856.  There  were  no  funds,  and  no  dividend  was  paid  to  the 
stockholders  of  the  bank ;  the  whole  twenty-eight  millions  of  dollars  were  a  total  loss 
to  them." 

Nicholas  Biddle  was  President  of  the  bank  from  January,  1823,  to 
March,  1839,  being  President  of  the  Bank  of  the  United  States  until  its 
charter  expired  in  1836,  and  for  the  next  three  years  President  of  the 
United  States  Bank  of  Pennsylvania.  At  the  time  of  his  resignation 
the  sharra  were  selling  at  111,  having  in  1837  sold  at  137;  but,  in  1843, 
after  the  failure,  its  shares  were  quoted  at  1|  per  cent. 

Both  the  first  and  second  Banks  of  the  United  States  were  killed  by 
the  prejudice  against  banks,  which  exists  to  an  even  greater  extent  to- 
day. The  fall  of  the  latter  institution  was  hastened  by  bad  manage- 
ment. 


VI 

FEDERAL  BANKING  PROM  THE  REMOVAL  OP  DEPOSITS 
FROM  THE  BANK  OF  THE  UNITED  STATES,  TO  THE 
AUTHORIZATION  OP  THE  NATIONAL  BANKING  SYSTEM. 

Pablic  money  deposited  with  the  State  banks  — Pet  banks  —  Increase  of  soipfaiB 
public  money  —  Party  advancement  by  favor  to  banks  —  Stimulation  of  pnbUo 
land  sales  —  Losses  from  bank  failures  —  Specie  circular  —  Bill  to  compel  receipt 
of  specie-paying  bank  notesn-ctoed  —  T^w  reRulating  deposits  In  State  banka  — 
State  bank  statistics  —  Effect  of  specie  circular  —  Surplus  distributed  amcmg 
States  —  Effect  on  banks  —  Suspension  of  specie  payments  —  Extra  seasloo  of 
Congress — Independent  Treasury  —  Ooyemment  almost  bankrupt  —  Treasury 
notes  —  National  bank  contest  —  Clay  and  Tyler  —  Political  intrigues  —  Veto  ci 
first  bank  bill  —  Tyler's  vacillation  —  Final  veto  of  bank  bill. 

Rrhovai<  of  Public  Deposits  from  thr  Bank  of  thb  UirrrKD 

Statks. 

The  order  for  the  removal  of  the  public  deposits  from  the  Bank  of 
the  Unit«d  States  whm  dated  September  26,  1833.  After  thia  date  the 
money  collected  from  cuntoms  and  other  sources  of  revenue  was  no 
longer  paid  into  the  Federal  bank,  but  was  deposited  with  selected 
State  banks  called  ''pet  banks  "  by  the  opponents  of  the  Administratiaa. 
The  payment  of  the  public  debt  and  the  great  increase  in  the  sales  of 
public  lands  caused  tlic  surplus  of  revenue  over  expenditures  to  increase 
in  an  unprecedented  manner.  The  Bank  of  the  United  States  in  its 
most  prospcrrjas  days  had  never  had  in  its  vaults  much  over  eight  mil- 
Uous  of  dollars  of  the  public  moneys  at  any  one  time ;  but  by  November 
1, 1836,  eiKhty-eiglit  State  banks  in  twenty-four  States  with  a  capital  of 
(77.576,449.  held  public  deposits  amounting  to  $49,377,986.  Their  ordi- 
nary individual  dep^jsit^  at  the  same  time  were  only  a  little  over  twenty- 
Ave  million.'!  of  dollars.  That  there  was  any  very  clear  apprehensicm  of 
the  extent  to  wliich  this  accumulation  of  wealth  would  take  place  may  be 
doubted,  but  it  is  certain  that  as  early  as  1829  there  were  calculations 
made  upon  an  anticipated  surplus  of  revenue  as  an  aid  to  party  advance- 
ment, either  by  means  of  the  bank  or  in  spite  of  it.  The  financial  strin- 
gency of  1S.34  uxlicated  that  the  removal  of  the  public  funds  to  the 
State  banks  luul  serioii.Hly  di^turbed  the  usual  course  of  loans,  and  ths 
ooiise<iuent  sutlering  startinl  a  demand  for  the  <listribution  of  the  aooa- 
miilating  suri>ius  among  the  several  States.      The  State  banks  bad 
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1  Ibeir  tntluenCM!  a^Hinst  the  Federal  bank  in  aid  of  the  Adminls- 

Mlon,  and  tliey  were  allowed  to  reap  their  reward  by  the  use  of  the 

gblic  tuuueyH  (;utrL)^tL•d  tu  theui  ua  a  ba^is  for  extending  their  loans 

B>1  for  euurmooH  iswues  of  tlieir  own  notes.     Banks  were  started  for 

k'i  8ole  purpose  of  isttuing  uoteet  that  might  be  turned  in  at  the  laud 

Bo«»  for  pablic  land,     (iood  land  office  money  was  the  test  of  the 

••liit  of  »  bank  bill.     Speculators  thus  obtaiued  vast  tracts  of  valuable 

The  notes  appeared  to  go  through  the  hands  of  innocent  third 

When  the  bank  failed,  aa  it  usually  did,  the  Treasury  bore 

Sven  in  less  flagrant  cases  the  bank  credit  enabled  immense 

I  be  held  for  speculation,  keeping  out  actual  settlers.     Under 

otiinulation  the  receipts  from  the  sales  of  pubUc  lands  rose  from 

e5,<HMl,()00  In  1834  to  «24.8I)0.000  in  1836.     These  latter  receipts 

(•Imotut  altogether  in  bills  of  State  banks;  and  the  consequent 

bUv  in  securing  specie,  and  the  losses  incurred  from  bank  failures, 

impelled  tiie  President  (Jackson)  to  cause  the  Secretarj'  of  the  Treasury 

>lanie  on  July  11,  1836,  the  celebrated  specie  circular  forbidding  tlie 

^iptof  uuytiibig  but  specie  in  payment  of  the  public  land.4.     He  also 

rkei«d  u  bUl  passed  by  Congress  to  compel  the  receipt  of  the  notes 

M  ipeoie-paying  banks. 

Thb  Specie  Cibcclar. 

I  eoQMqoeno*  of  complaints  which  have  b«f n  made  of  fraads,  specalations 
iDtmnjioIlcs,  ID  tlie  purc'tiosc  ot  the  publii:  lands,  and  the  Hid  which  ia  said  to  \h: 
I  to  rfftri  thesn-  objects  by  cxceflsivt*  baiik  credits,  and  dangerous  if  not  partial 
t*cllnim  ihr<iug;b  tiuiik  draftn  and  bimk  deposits,  and  the  geDersl  evil  loflaonce  lil^ly 
!«  nwili  to  rbe  pulilic  Interests,  ttn<l  especially  the  safety  of  the  great  amount  of 
I  nuincy  to  ih<-  Troanury,  and  the  Hoiind  condition  of  the  carrencyof  the  country,  from 
'JttriJier  exchantn*  of  the  national  domain  in  this  uianuer,  and  chiefly  (or  bank 
iper  money,  the  President  of  the  United  States  has  given  directions,  and 
I)-  iusiructcd,  after  the  15th  of  jVuKUst  next  (1830),  to  receive  in  payment 
r  pnblie  landa  nothing  except  what  is  directed  by  the  existing  lawii,  viz.,  gold  iind 
t,  Uhl  in  the  proper  uues,  Virginia  Uind  scrip,  provided  that  till  the  15th  of  l>e- 
1  next,  the  same  indulgences  heretofore  extended  as  to  the  kind  o(  OKiDoy  re- 
,  m«r  tjc  continued  for  any  quantity  of  land  not  exceeding  320  acres  to  each 
•ff  who  is  an  actual  settler  or  bona  fide  rcsidpnt  in  the  6tale  where  the  sales 
■nuuli-  In  ortW  to«pcnr<.'  the  faithful  execution  ot  these  Instructions,  alt  recclv- 
■'■d  from  accepting  for  lands  sold  any  draft,  certificate,  or 
> ,  or  deposit,  though  for  8i>ecic,  unices  sismed  liy  the  Treas- 
"*  ••*,  la  conformity  to  theeict  of  April  34,  1830.     And  each  of 

**•»•  I  to  annex  to  his  monthly  relnrns  to  this  department,  the 

•■^'i'  nvspcctively,  as  well  as  of  the  bills  received  under  the 

•^     .     .  li  def«)Kit  bank  is  re<|uire<l  to  annex  to  every  certificate 

kUcituAjt  ul  iiKjiu'v,  the  proportions  uf  it  actually  paid  in  gold,  in  silver. 
r.i*«i,     All  former  Inst  met  Inns  im  these  subjects,  except  us  now  modi- 
'I  as  remaining  in  lull  force.    The  principal  objects  of  the 
lu  mousuri'  Ix-ln:;  to  repress  allei^  frauds,  and  to  withhold 
ilitles  in  the  piiwer  of  the  (Jovernment  from  the  motiupoly  of 
I-  of  Hpet'itlatrir.t  ntid  capitalists,  to  the  injury  of    the  aetual 
III  till   new  t^tatcs,  and  of  emigrants  iu  search  of  new  homes,  us  well  as  to 
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dlaooorage  the  ruinous  extension  of  bank  issues  and  bank  crv<Iits,  b^  which  thoiw 
results  are  generally  supposed  to  be  promoted,  your  utmost  vigilance  is  required  and 
relied  on  to  carr)-  this  order  into  effect." 

This  circular  was  directed  to  receivers  of  public  money  and  to  the 
deposit  banks. 

The  act  of  June  23,  1836,  regulated  the  deposit  of  public  money 
with  the  State  banks,  the  deposits  previous  to  that  date  having  been 
made  on  the  authority  of  a  clause  in  Section  sixteen  of  the  act  of  April 
10,  1816,  creating  the  second  Bank  of  the  United  States,  specifying 
that  the  funds  of  the  Federal  Govemiuent  were  to  be  deposited  in  the 
Bank  of  the  United  States  or  its  branches,  "unless  the  Secretary  of  the 
Treasury  shall  otherwise  order  and  direct,  in  which  case  the  Secretary 
of  the  Treasury  shall  immediately  lay  before  Congress,  if  in  session, 
and  if  not,  immediately  after  the  commencement  of  the  next  session, 
the  reason  of  such  order  or  direction."  Besides  regulating  deposits 
with  the  State  banks  the  act  of  June.  1836,  further  provided  that,  as 
soon  as  a  State  bunk  selectetl  as  a  Government  depository  failed  or 
ceased  to  pay  specie,  it  could  no  longer  act  as  such  depository.  The 
removal  of  the  deposits  to  the  State  banks  and  the  issue  of  the  specie 
circular  were  both  acts  of  financial  recklessness  on  the  part  of  the 
President,  and  the  circular  had  the  effect  of  nnduly  precipitating  the 
collapse  of  the  wild  speculation  in  which  the  handling  of  the  public 
deposits  by  the  State  banks  had  resulted. 

IXCKRASK  IX  THK  NUMBEK  OF  BAXKS. 

From  1834  to  1837  one  hundred  and  ninety-four  new  banks  were  or- 
ganized in  the  Unittnl  States  as  fur  as  is  shown  by  the  very  imperfect 
records  of  that  periotl.  ( )f  these,  sixty-t  wo  were  in  New  England,  forty- 
two  in  five  Middle  States,  seventy-two  in  nine  Southern  Stat«s,  and 
eighteen  in  four  W«»!*tem  States.  Tliere  wju^  during  the  same  period  an 
Incrt'OJH'  of  $C.(HIO.(WM>  in  tlio  is.sues  of  the  bjmks  in  the  New  England 
States,  about  fifty  pt-r  cent. ;  of  ^14.tHRt,tK)0  in  the  issues  of  the  banks 
in  the  Middle  Stutes.  a  similar  pt^n'ontage ;  of  ^.000,000  in  the  issues 
of  the  biuiks  in  the  Soutltern  States,  Ixnng  over  one  hundred  and  thirty 
per  cent.;  and  i?C.S(K».(KK)  in  the  issues  of  the  bunks  of  the  Western 
States',  iH'ing  over  one  hundnKi  ptT  cent.  The  records  from  which 
these  fi|.mn*»  aro  taken  give  only  sui-h  baiikj>  as  rt»portt«d  to  the  Secre- 
tary of  the  Treiuxury.  and  do  not  include  a  large  number  of  institutions 
of  tlie  dcKTiption  comnumly  known  us  "wildcat."'  that  did  not  oon- 
oeive  they  owed  allegiance  or  deference  tt»  any  authority  whatever. 
The  larger  nuniU'r  of  bunks  tliat  paid  s[)ecie  and  redeemed  their  notes 
on  demand  were  in  the  Ejistem  and  Middle  States,  and  the  larger  num- 
,  ber  of  non-s|XHne  {viying  bank.x.  toifi-tlier  with  ini»st  of  the  wild-catt«n«, 
\  w«re  in  the  more  primitivo  parts  of  the  South  and  West— the  West  and 
^  Booth  then,  all  of  it.  Ix-iiig  t-a^t  of  tlie  Missouri  river.  The  effect  of 
ttw  specie  circular  on  tlie  cinMilatiiig  notes  of  all  of  titese  banks  was 
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■nucli  aji  it  at  onee  caused  a  run  for  specie  up^in  tb«ta. 
fb  that  K>  large  a  number  endured  so  long. 

Thk  Distribution  of  thb  Sijrplcs  Brvbnubs. 

The  law  of  Jane  23,  1836,  also  provided  for  the  distribution  of  the 
[Cevenues  of  the  Treatniry  on  deposit  January  1,  1837,  in  the 
I  selected  as  depositorie«,  among  the  several  States,  in  four 
ly  instaUinents,  viz.,  on  January  1,  April  1,  July  1  and  October 
1, 1837. 

-  ThiB  proposition  had  taiien  form  gradually.  The  report  of  the  Sec- 
Mlry  of  the  Treasury,  William  H.  Crawford,  for  1816,  and  hit-  reijorts 
MOA  tboM  of  his  successor,  Richard  Rush,  for  succeeding  years  up  to 
1857,  bad  in  the  estimates  made  shown  an  available  surplus  of  revenue 
over  all  expenditures  of  from  two  to  six  millions  of  dollars.  Tliis  led 
lo wme  dlscuseion  as  to  the  best  method  of  employing  tliL^  surplus. 
SeoTBtary  Crawford,  in  1816,  suggested  that  it  be  used  in  internal  im- 
protements. 

lu  1827  the  proposition  to  distribute  the  surplus  was  first  made  in 
Coo^iss.  A  bill  for  the  annual  distribution  of  85,000,000  for  four 
jreart  wom  introduced  and  laid  on  the  table.  On  motion  of  Mr.  Dicker- 
•on,  of  New  Jersey,  the  author  of  the  measure,  it  was  taken  up  for  dis- 
«UMioa.  He  stated  its  principal  object  to  be  to  provide  the  States  with 
JDuiK-y  for  educational  purposes  and  internal  improvements.  Congress 
•djourning  soon  after,  it  received  but  little  attention. 

Secretary  of  the  Treasury  Ingham,  in  his  report  to  Congress  in  De- 
wmber.  1829,  estimated  that  the  revenues  of  the  Government  for  that 
fBar  would  amount,  including  the  balance  on  hand  January  1,  to  $30,- 
*7i«6«,  and  the  expenditures  to  ^6.164,595,  of  which  ^,  Wl.Oll  was  on 
account  of  principal,  and  ?2, 563,994  on  account  of  interest  on  the  pnb- 
^d«bt.  He  also  estimated  that  the  public  revenues  for  the  next  five 
I  would  be  such  as  to  leave  free  for  application  to  the  payment  of 
^public  debt  about  twelve  millions  yearly.  The  amount  of  the  pub- 
Uo  debt  due  or  becoming  due  during  the  next  five  years  was  ^8,522,- 
^i  The  surplus  after  paying  this  indebtedness  would  be  twelve  mll- 
iicnw,  The  Secretary  did  not  favor  a  sudden  change  in  tlie  tariff,  but 
••BODimended  such  gradual  changes  as  would  reduce  the  revenues  to 
"""wpond  wirh  the  existing  expenditure.  President  Jackson,  in  his 
""••WKe  of  1828,  recommended  the  distribution  of  tliis  anticipated  sur- 
plus nmong  the  States,  in  the  ratio  of  their  representation,  and  if  such 
*  worse  wfis  not  constitutional,  that  the  Constitution  should  be 
iroendtHl  to  permit  it.  Tlie  revenues,  especially  those  from  thi*  sale  of 
publlr  binds,  were  greater  rather  than  less  than  anticipated,  and  in  his 
••port  for  1838  the  Secretary  of  the  Treasury  was  able  to  announce: 

iry  1,  1833,  no  part  of  the  public  debt,  except  the  remaining  trag- 
.iidcd  di:bt.  of  which  only  small  portions  are  occasionally  presented, 
:  tuili4:iu^lilc  before  tbu  roUowiDg  year,  and  thoogb  there  will  be  In  the  Treas- 
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or}'  dnrtn^  tiM  year  ample  means  to  discbarKe  tbe  whole  debt,  Ibey  can  )>e  s|>{i1lnil 
only  to  tbe  {iiircbaBe  of  stock  at  tbc  market  prices." 

Patmbst  of  thb  Public  Debt. 

The  whole  public  debt  was  virtually  extinguished  by  January  1, 
1835,  on  which  date  the  balance  of  available  funds  iu  the  Treasury  waa 
$5,586,232.  It  was  eatiiuated  that  for  the  year  1835  the  receipts  from 
all  aources  would  be  twenty  millions;  the  actual  receipts  were  |I36,430,- 
087,  the  receipts  from  the  sale  of  the  public  lands  during  that  year  hav- 
ing greatJy  increai>ed.  In  18.'^  these  receipts  were  only  $4,867, 6(>(>.  but 
in  18.T5  they  were  $14,757,600.  The  re<!eipts  from  the  salee  of  public 
Utuds  in  18;»-3r.-36  were  $44,492,281.  the  total  receipts  from  thia  aoarae 
from  irJC  to  1H:«  being  $44. 5»5, 000  only.  The  balance  left  in  the TroM- 
nry  at  the  beginning  of  the  year  1833  was  $2,011,777;  in  ISW,  $11,- 
702.905:  in  1835.  $8,892,868.  and  on  January  1,  1836,  $26,749,80.3.  to 
view  of  thiti  large  balance  aad  its  probable  increase  by  January  1, 18S7, 
tbe  provifiion  for  distribution  of  tbe  surplus  among  tbe  States  mu  em- 
bodied in  the  act  of  June  23.  183C. 

Sdspbnbiok  of  Spbcik  Patmbnts  by  the  Banks. 

The  amount  of  the  surpltu  the  taw  required  to  be  so  distributed 
taruod  out  to  be  $37.41)8.859,  and  each  quarterly  installment  was  there- 
fore $9,3(>7,214.U8.  Tbe  bankfl  holding  the  (iovennueut  funds  num- 
bered eighty-eight  of  t!»e  78«  State  banks  then  in  tlie  coanto'-  Tlie 
totid  net  dfpoHjts  of  all  the  State  banks  was  about  $128,000,000;  of 
these  more  ttuui  seventy  millions  were  held  by  the  eigtity -eight  pet 
banks;  and  of  this  last  sum  thirty-seven  millions  had.  by  order  of  Coo- , 
gress,  to  be  reiiaid  iu  nine  months.  Tbe  pc^t  banks  incladed  most  of! 
the  strong  banks  in  the  country,  and  their  failtire  or  sut<peusion  meant 
failure  or  HusiK-nsion  to  the  others.  The  chief  part  of  the  cash  iu  their 
bands  ronsLnted  of  the  notes  of  other  banks,  of  different  exchange  value, 
AocordiiiK  as  they  were  issued  by  banks  in  different  sectioos  of  the 
United  Btatea.  All  of  those  notes  were  discredited  more  or  lees  by  tbe 
specie  circular;  oevertbelees  the  depositories  were  required  to  pay  tbe 
public  moneys  in  apeole  or  its  equivalent.  Tbe  first  instnllment  was 
paid  by  the  banks  In  epocieor  its  equivalent;  the  second,  uJ!«o.  in  bills 
of  specie  paying  bank*.  This  was  on  April  1 ;  but  in  May  the  preasora 
on  the  banks  for  tbe  redcnnption  of  their  notes  iu  specie  Ixwaine  so  ureal 
tbat^,  with  tbe  exception  of  five  or  six  institutions,  they  all  Kuspvnded 
paynienL.  The  depository  banks  struggled  on.  however,  and  were  per- 1 
mitted  to  |>ay  the  third  installment  in  tbo  bank  notes  they  bad  tbatj 
tbc  Status  wore  willing  to  receive.  Tbe  apcoie  circular,  by  erestting 
fletiticius  demand  for  coin  at  a  time  when  tbe  banks  were  tuing  a  xttj  * 
laii^  amount  of  cnrrrncy  in  i>rder  to  pay  tbelr  obligutiorts  to  the  (iov- j 
ertiuieut  so  suddenly  cjiUtHl  for.  was  no  doubt  very  lar^fcly  tbc  eauae  i 
this  rospaDslou  and  the  subsequent  panic,    Thu  ImuIu  in  ttw  WiMb4 
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antiiwej^r  liecame  discredited  by  this  suspt^Qsiun  ro  a  greater  extent 

ttaa  the  E;i--!i/rii  hanks;  ami,  injisnitich  as  in  itiukin^  its  jxiyinenta  the 

drew  on  the  latter  first,  there  were  soon  no  funds  in  tlie  pos- 

nl  tlie  Treasury,  enrept   thojse  in  tlie  banks  of  the  West  and 

Inasmuch  /is  the  public  creditons  would  not  receive  drafta 

Fdtscredited  bunks  in  payment  of  the  debt  of  the  tioverument 

ith«m,  nud  a£  the  rtrvenues  from  the  public  lands  had  fallen  off  on 

soont  of  the  speeje  circular,  the  Treasury  wa*,  in  the  autumn  of 

J7,  very  close  upon  bankruptcy.     In  order  to  avoid  this  an  extra  ses- 

Congress  was  called  by  President  Von  Buren,  to  meet  in  Sep- 

r,  1837,  when  an  issue  of  ten  millions  of  dollars  in  Treasury  notes 

I  BOthoriied  for  the  exigency.     Mr.  Benton,  one  of  the  strongest  ad- 

irocfttea  of  the  specie  circular,  and  the  bitter  opponent  of  all  paper 

aney  deviceti,  said  that  nothing  but  the  fact  that  the  Government 

otherwise  stop  for  want  of  funds  would  induce  him  to  vote  for 

'  money  in  time  of  peace. 

ISDKPKNDBKT  TllEASUBY  BYSTRH  PROPOSED. 

President  Tan  Buren,  in  his  message  at  the  opening  of  the  session, 
that  both  NatiomU  and  State  banks  had  now  been  tried  as  the 
a»  of  the  public  moneys,  and  had  been  found  wanting,  and 
TMOmmended  legislation  by  which  the  Government  might  take  the 
^ehiu^  of  its  owT»  funds;  in  other  words,  he  suggested  what  Is  known 
the  Independent  Treasury  System,  by  which  the  moneys,  aa  col-  j 
t«d,  are  left  in  the  bands  of  the  Ti-oasurer  and  Assistant  Treasurers 
.  the  mint,  until  needed,  the  fidelity  of  the  several  officers  being  se- 
leured  by  bonds.  A  bill  was  introduced  by  Silas  Wright,  of  New  York, 
Ituil  puaeed  hy  the  Senate,  but  was  tabled  in  the  House. 

TUe  issue  of  the  $10,000,000  of  Treixsury  notes  ilid  not  much  relieve 
1  th»  lituation,  and  the  Government,  with  Jp28,000,000  deposited  with  the 
States  and  at  least  §4,600,000  more  owed  to  it  by  the  banks,  wajs  still 
w  tlie  verge  of  bankruptcy,  Tlie  money  with  the  States  represented 
the  flnit  three  installments  of  surplus  wluch  were  paid  over  on  January 
1,  April  1  and  July  1,  1837.  The  failure  to  obtain  any  part  of  the 
auidunta  duo  from  many  of  the  banks  had  i>lninly  made  it  impossible 
to  i»y  the  fourth  installment,  and  Congre.ss  had,  at  the  extra  session 
in  8ept<*inber,  p«issed  an  act  postponing  the  payment  thereof;  and  not 
""lyUii*,  but  had  further  provided  that  the  three  payiuenta  already 
to  tl»e  States,  ostensibly  in  the  form  of  a  deposit  to  be  returned 

lid  States  when  wanted  by  the  Federal  Treasury,  should  remain 

^hth«i  States  until  called  for  by  act  of  Congress.  This,  in  effect,  put 
i<  ow  i.f  rli.-  jiower  of  the  Secretary  of  the  Treasury  to  recall  them. 
Till  I  in  the  banks  was  equally  unavailable. 

Ill  miv,  ir>H8,  therefore,  to  avoid  the  complete  suspension  of  pay- 
""titi  at  the  Treasury  Department,  tlie  President,  advising  Congress 
'^tt  there  were  only  $216,000  of  avidlable  funds  on  hand,  again  reoom- 
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mended  the  issue  of  Treasury  notes  to  the  extent  found  necessary.  The 
limit,  however,  was  to  be  the  amount  of  the  Treasury  notes  of  the  pre- 
vious law  (October,  1837)  already  redeemed  and  cancelled.  Congress 
acceded,  and  it  required  an  issue  of  ¥5,000,000  Treasury  notes  witliin 
one  month,  to  relieve  the  neceasities  of  the  Uoverniuent.  The  Presi- 
dent had,  in  the  meantime,  been  very  firm  in  not  jjermitting  any  bat 
the  notes  of  xpecie- paying  banks  to  be  received  for  dues  to  the  Qovem- 
ment,  and  the  re»<ult  was  that  many  of  the  suspended  banks  found  it 
for  their  interest  to  resume  specie  payments.  The  Treasury  unt'Os  of 
this  period  were  looked  upon  as  a  temporary  loan,  to  take  the  place  of 
the  amount  of  suspended  bonk  debt  to  the  Government,  and  it  wm 
claimed  by  the  Secretary  of  the  Treasury,  Levi  Woodbury,  that  the 
amount  outstanding  never  exceeded  this  suspended  debt. 

Indbpknobnt  Trkasitiy  Act  Passed. 

Notwithstanding  the  failure  of  Congress  to  pass  the  Independeaft 
TMMnry  bill  in  1837,  Mr.  Van  Buren  was  persevering,  the  bill  wa* 
ipdn  Introduced  in  December,  1839,  and  Unally  became  a  law  on  July 
4,  1840.  Under  it,  vault.t  and  safes  were  provided  in  the  Treasury  at 
Washington,  and  sub-TreA.«turicii  were  Instituted  with  proper  accommo- 
dations at  New  York,  Boston,  Charl4<ston  and  8t.  Louis.  The  iuint» 
and  branch  mintn  were  also  made  places  of  dep<»it.  Proper  bonds 
were  required  of  the  oiflcials  connected  with  the  various Treasurlea  and 
places  of  depfidit..  An  impnriant  part  of  the  law  was  the  proriakm 
ttiat  after  June  30,  1^3.  all  payments  to  or  by  the  United  States  should 
be  in  gold  and  silver  exclusively.  It  has  been  said  this  obang«  waanot 
<MUcu)at4>d  to  inflict  injury  on  the  State  banks  then  existing,  nor  was  it 
antil  tlie  Bpecle-receivuig  and  payhig  clause  went  into  ttflfect.  To  un- 
deratand  the  attack  made  on  tltis  act,  resulting  in  its  re[>eal,  August  13, 
1841,  about  thirteen  tiionthH  aft«'r  il.t  lln<t  iNuwagc,  the  fact  must  h» 
firai  fall  might  that  the  iMinks  ix'rcelved  that  when  the  exclusivo 
•|MM4»^yhig  and  rt>ceiviug  clause  went  into  elTet't  it  would  cause  con- 
tinually aa  abnormally  large  redemption  of  their  uotaw,  and  thereby 
leawn  their  pntttts  on  cin'ulalioiL,  on  account  t>f  the  larger  resenres  of 
9fmtA»  they  would  have  to  k(>ep  in  their  vkiiUi  When  etutonu  or 
tmxtm  or  the  price  fur  [tublic  lamU  luul  ti>  '  it  was  plain  that 

the  lioldeni  of  bank  nutfit  would  demand  si»  ifm.     Most  of  tlie 

Stale  banks  were  used  to  the  old  ways,  and  did  not  take  any  mure 
Idndly  to  being  funHHl  to  pay  specie  by  the  United  State*  Trvasory  ihso 
tbay  had  to  l>eing  made  to  redeem  their  notca  by  th«  B«lllt  of  tbn 
Ui'  <•■*.     In  fact,  the  rule  uf  the  latt«r  was  fmiod  to  be  mor* 

b>  rftnt  the  Bank  of  tiie  Uniied  States  wa«  niatuicad  and  Ha 

pi  '  '7  UM>n  who  understood   tianktoy  flnanoe,  vlto  «w« 

th'i ,.>ji*ibl<«  til  a  power  above  than,  and  fearrd  for  tbcir 

own  mkw»  to  bv  too  mrrrilt'wt  in  rei|uiring  rrdemptioiM.    Tlw  Trnwary 
with  arMtrar>-  fnroe  for  poUtioal  |iarpo— s,  sod  was  ocitr 
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be  moved  by  inflneaces  with  which  the  banks  had  not  yet  become 
luainted.  Earnestly  as  the  Stat«  batil(6  had  aided  Jackson  in  puH- 
bi;  down  the  power  of  the  Biuik  of  the  United  .States,  they  now,  with 
|ual  e«r«t«tDe8!<,  fought  against  the  Independent  Treasury.  The 
Jection  of  Harri»«"jn  in  1S40,  to  pneceed  Von  Bnren,  was  accoinpUtthed 
^y  the  union  of  all  the  dissatisfied  elements  in  the  country,  and  they 
rere  ho  many  that  the  (^nipaigu  of  tlmt  year  will  long  be  remembered 
I  tt  popular  upheaval, 

Rkpkal  of  Ixdepkndknt  Trkascry  Act. 

The  Independent  Treasiiry  Act  was  repealed  about  five  months  aft«r 

)n"i»  inauguration,  and  then  was  made  the  last  attempt  to  revive 

aft«'r  the  general  pattern  of  the  first  two  Bankw  of  the  United 

ite«.    The  Whig  party  had  a  large  majority  in  Congress,  and  under 

ip  lendcTsihip  of  Clay  they  were  detertniued  to  establish  a  National 

The  death  of  Harrison  on  April  13,  1841,  and  the  succession  of 

fylcir  to  the  presidency,  defeated  their  expectation.     The  election  of 

the  ticket  had  been  due  to  a  coalition  of  Whigs  with  a  small  remnant 

tho  Nulliflers,  who  were  really  a  dissatisfied  wing  of  the  Democratic 

and  a  quarrel  spriugiog  up  between  Clay,  the  WLig  leader,  and 

Tjlcr,  the  latt«r,  sustained  at  (Irst  by  a  small  number  of  this  fog  end 

fa  party,  was  gradually  drawn  over  to  the  Democrats.     The  follow- 

I  of  CTlay  were  a  majority  in  both  Houses,  but  not  a  two-thirds  nia- 

>rity,  and  the  President  could  therefore  smother  all  their  pet  meaimrts 

I»y  hilt  veto.     The  extra  session  of  Congress,  although  called  by  Hnrri- 

[>n.  tiKDk  place  after  his  death.     In  his  message,  Tyler,  the  new  Presi- 

Ident,  profeiKsedto  believe  that  Congress  liad  power  to  create  a  National 

Ttiaiik.  bat  referred  to  his  right  to  veto  any  such  measure  conflicting 

l«iUi  his  ideas  of  constitutionality,  or  which  might,  in  his  judgment  be 

^Dnwii!«. 

A  plan  for  a  National  bnnk  was  furnished  to  Congress  by  Mr.  Ewing. 
Secretary  of  the  Treasury,  and  a  bill  was  drawn  up  according  to  the 
^«CTBtary*s  recommendations.  This  bill  was  entitled  an  '"Act  to  incor- 
pofafe  the  subscribers  to  the  Fiscal  Bonk  of  the  United  States. "  There 
*Mlrat  little  difference  between  the  bill  and  the  act  of  incorporation 
"f  llip hecttnd  Bank  of  the  United  States,  but  the  expression  "Fiscal " 
WM  III  some  way  supposed  to  make  a  distinction.  The  President  had 
»ven  suggested  that  it  be  called  the  "  Fiscal  Institution,"  or  the  "Fis- 
"■Jil  incorporation."  The  bill  was  passed  by  both  Houses,  and  went  to 
ih*  Prmldent  for  signature  on  August  6.  While  it  was  in  his  hands  for 
<^™»idmition,  the  bill  for  the  repeal  of  the  Independent  Treasury  was 
nuh«l  through  both  Houses  and  was  sent  for  signature  on  August  9, 
^1"  'e  signed  on  August  13, 

'i  I  If  to  understand  the  serious  estrangement  that  now  took 

Iil«i!c  between  Mr,  Tyler  and  the  majority  in  Congress,  without  taking 
Into  (jotiiqderfttlon  the  fact  of  the  very  narrow  and  mediocre  diameter 
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of  the  President.  He  had  been  put  on  the  ticket  with  Harrison  for 
the  porpoee  of  conciliating  the  small  remnant  of  the  Nullifier  party,  and 
to  the  utter  con8t«mation  of  the  Whigs  the  death  of  Harrison  now  made 
this  man,  who  had  attained  the  Vice-Presidency  only  by  their  help, 
their  ma«ter.  Clay  and  the  others  at  first  thought  that  he  would  of 
necessity  follow  their  lead,  and  undoubtedly  offended  his  sense  of  dig- 
nity, always  peculiarly  acute  in  weak  men  who  attain  position.  There 
was  a  lack  of  deference  toward  Tyler,  and  an  avoidance  of  consulta- 
tion on  the  part  of  the  Whig  leaders  that  was  particularly  offensiye. 
They  did  not  even  think  it  necesHiry  to  exercise  the  ordinary  cunning, 
by  which  men  of  Tyler's  character  may  be  conciliated.  A  little  flattery, 
a  little  affected  recognition  of  him  as  a  leader,  would  no  doubt  have 
prevented  any  separation.  But  Clay  looked  upon  himself  as  the  real 
leader,  and  upon  Tyler  as  a  man  who  had  attfdned  his  position  by  the 
sheerest  accident,  and  with  no  desert  whatever.  It  was  the  first  prao- 
tical  illustration  of  the  possibilities  of  the  Vice-Presidential  office,  that 
up  to  the  death  of  Harrison  had  been  one  of  very  insignificant  import- 
ance. Instead  of  conciliating  this  accidental  President,  whom  they  re- 
garded as  a  shifty  and  mediocre  politician,  the  Whig  leaders  undertook 
to  whip  him  into  line.  They  seem  to  have  taken  no  pains  to  conceal 
their  views  or  intentions,  and  these  were  straightway  borne  to  the 
President's  ears  by  interested  politicians  of  the  Democratic  party,  who 
by  degrees  began  to  feed  his  mind  with  hopes  that  he  would  be  the 
Democratic  nominee  for  President  in  1844. 

Vbto  of  thb  Baxk  Bill. 

The  pasHage  of  the  bill,  with  this  indifference  and  contempt  on  <me 
side,  and  ttie  Demtxiratic  intrigues  gaining  corresponding  force  on  the 
other,  was  followed  for  the  next  few  days  by  rumors  of  a  veto,  and  on 
the  other  hand  by  ill-adviso<l  threats  of  forcing  the  President  to  sign 
the  bill.  These  last  t(M>k  funn  in  the  husty  passage  on  August  9,  of 
the  law  to  repeal  the  Independent  Treasury  Act,  with  the  purpose 
avowed  in  the  debates,  of  leaving  Tyler  without  any  sub-Treasury. 
This  must  have  been  done  most  hastily,  as  nothing  but  hai«te  and  the 
ovcrwei'iiiiig  contempt  felt  for  Tyler  by  Clay  and  his  followers  could 
have  blinded  them  to  the  pat<>nt  fact  that  they  were  phiying  directly 
into  the  hands  not  only  of  Tyler,  but  of  opfmnents  much  more  able 
an<l  «'rafty  than  th«'  Prewident.  In  fact,  by  tlieir  whole  course,  they 
virtually  <ln>v*'  a  man,  wlio  with  a.stut<.>  tn-atinent  would  liave  been 
their  own  willing  t<H>l,  into  the  hands  of  the  Doniocrats,  who  gave  him 
tlie  adulation  \w  crnvtMl,  and  ust'd  him  most  effectively  to  secure  their 
triumph  <iv('r  the  Whigs  In  1M4.  It  dlil  not  take  long  for  these  new 
advis«'rs  of  TyliT  to  jjrovc  to  him  that  the  Trosufiiry  would  be  even 
more  at  his  <lis|M>Mil  aft«'r  tlu*  n'jx'ul  of  the  Sul)-TnHu»ury  Act  than 
l)efon>.  The  r<-]M'al  i)ra('ti<'ally  left  (he  Trea-^ury  to  l>e  managed  by  the 
President  and  his  friend.t.     They  managed  the  issue  of  Treasury  notes, 
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*ut>)arized  by  voirloas  acts  lift  ween  1837  and  1843,  so  that  they  were 
pnurticraUy  deinand  notes.     The  uots  all  required  the  notes  to  bear 
iiifen?«<t  nut  «!xc^edhig  sii  p«»r  cpnt.     8ef  retary  of  the  Treasury  S{jeiioer 
nsdut-ed  thb*  provision  to  a  nullity,  by  luakin^  the  interest  one  mill  per 
aimuMi  on  one  hnmlred  dollflrn.     The  repeal  of  the  Independent  Trea»- 
ury  Act  waj*  therefore  eigned  by  tiie  Presitlent  without  lienitution.  and 
it  utterly  (ailed   in  forcing  him  to  sign  the  National  Bank  Bill.     On 
AuiurUDt  16  Mr.  Tyler  sent  in  his  veto  of  that  measure  on  the  ground 
that  the  provision  allowing  the  establishment  of  braoeh  hanks  in  the 
V nri.iuu  money  centres  was  dangerous  and  unjust  to  the  States.     He 
IHed,  tiowever,  that  he  would  sign  a  bill  that  was  not  open  to  con- 
•  n.«.     The  followers  of  Clay  were  exfisperated  at  tliLs 
■itrancy  on  the  part  of  this  man  whom  they  looked 
up«jn  OH  tlio-ir  creature.     There  was  great  difficulty  in  restraining  theui 
froHi  open  abuse.     Finally  a  new  bill  was  prepared  in  conformity  with 
[the  viewfl  of  the  President  as  expressed  in  his  veto,  and  hurried  through 
a©  Hou»e  AagUHt  23,  and  the  Senate  September  3. 
In  the  Tneantime  the  PreHident  was  listening  more  and  more  to  the 
;  voices  of  those  who  promised  him  a  second  tenii  of  office,  who 
i  to  admire  his  political  wisdom  and  the  clarity  and  ix>wer  of  hia 
papers.     Although  restrained  with  difficulty  from  breaking  out 
Into  public  ^ntuperation,  the  smothered  ragings  of  Clay  and  hia  fol- 
lowers found  some  vent  in  privat«  expressions,  not  coinpUiuentary  to 
the  President  or  his  new  advisers.    These,  of  course,  he  was  made  aware 
of.    There  was  also  an  angry  letter  from  John  Minor  Botts  of  Virginia, 
who  had  been  a  personal  friend  of  Tyler,  but  who  now  abused  him  as 
&Q  lngrat«.     No  doubt  this  spirit  of  abuse,  properly  driven  home  in 
I  Tyler's  mind,  had  much  effect ;  but  stUl  greater,  no  doubt,  was  the  effect 
'if  ttie  rlisc/ivery  that  with  the  returning  prosperity  of  the  country  the 
Tmurnry  could,  with  the  Treaj^ury  notes  and  the  incoming  re%'enues, 
niuas  well  without  tl>e  Independent  Treasury  Law  as  with  it.     In  fact, 
tlie  Adtnintstrution  had  a  more  perfect  control  of  the  funds  of  the 
Govwimient  than  ever  before.     This  would  give  much  more  power  in 
ittgthe  next  President,  if  Tyler  coiUd  secure  the  nomination,  and 
1  bait  was  kept  steadily  before  him.     Therefore,  after  six  days  had 
Tyler  sent  in  a  veto  of  a  bill  drawn  in  the  strictest  conformity 
*i11j  Ills  own  views,  as  expressed  in  hia  first  veto.     Thus  ended  the 
ittcmpt  to  create  a  great  National  bank  with  which  all  the  revenues 
o(  the  Qovemmeut  should  bo  deposited,  and  through  which  all  the 
ptfUeatK  Bbutdd  be  paid. 

Protu  Aogust  13,  li^m.  "when  the  first  Independent  Treasury  Act  was 
'»pealwl.  until  Augu-t  6,  1846,  when  the  same  act  was  reJ'nacted,  the 
"w*iiry  funds  were  paid  in  and  paid  out  very  much  as  they  had  been 
Wider  the  Independent  Treasury  I<aw,  and  after  1846  the  Independent 
imttury  system  was  exclusively  in  operation  imtil  the  passage  ol  the 
iAiiniii.i  I'.irrency  Act  in  February,  1863. 
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COHPABISOBT  OF  PBBSBirr  ABD  FORICBB  STSTRXS. 

The  main  difference  between  the  National  banking  Systran  of  1868 
and  the  great  National  banks  of  1793  and  1816,  was  that  the  latter  had 
full  control  of  the  Oovemment  moneys  which  were  deposited  with  them. 
All  financial  business  pertaining  to  the  Government  was  tranaaeted 
through  them.  In  return,  they  were  expected  to  furnish  a  nniform 
and  safe  currency  of  bank  notes,  on  which  they  also  obtained  a  profit. 
The  National  banking  system  of  186S  provides  for  a  number  of  banks 
limited  only  by  the  necessities  of  business,  each  acting  independently  of 
the  other,  but  all  bound  by  a  uniform  law.  They  may  become  deposi- 
tories of  (iovemment  money,  but  only  as  selected  by  the  Secretary  of 
the  Treasury,  and  for  these  deposits  they  are  obliged  to  give  amfde 
security.  The  proportion  of  public  funds  held  by  them  to  the  whole 
balance  in  the  Treasury  liaa  never  been  large.  The  reqoirement  as  to 
security  prevents  any  favoritism.  The  old  National  bank  was  a  great 
and  powerful  private  monopoly,  useful  no  doubt,  and  safe  except  when 
it  mixed  with  politics.  It  was  a  foreign  importation,  and  as  a  monopoly 
opposed  to  the  genius  of  American  institutions.  The  Treasury  itself 
tias  taken  its  place  to  a  very  great  extent,  in  the  province  of  receiving, 
keeping  and  disbursing  the  revenues.  It  is  fast  assuming  the  funotioD 
of  a  bank  as  an  exclusive  issuer  of  currency,  and  if  a  law  shoold  be 
paMHMl  authorizing  loans  on  the  products  of  the  country,  the  Treasory 
would  be  in  itself  an  almost  exact  copy  of  the  old  Bank  of  the  United 
States,  managed  by  the  political  party  in  power  instead  of  by  a  private 
corporation. 


VII 
NATIONAL  BANKING  LAW,  1868-1872. 

Underlylog  prlnclplee  of  National  Bank  Act  —  Attempt  of  Secretary  Dallas  in  1813  to 
unite  State  banlts  in  a  system  —  Article  In  "  Analectic  Magazine,"  1815  —  Alex- 
ander Hamilton's  proposition  —  Letter  of  Prof .  John  McVickar  —  Banking  law 
of  Michigan  —  Free  hanking  law  of  New  York  —  Abi jah  Mann's  claim  —  Differ- 
ence between  banking  law  of  New  York  and  National  Bank  Act  —  Mr.  Potter's 
proposition  —  Draft  of  National  Currency  Act — Office  of  Comptroller  of  Cur- 
rency—Appointment of  Hugh  McCnlloch  —  Enabling  acts  —  Comptroller's 
reports  of  1863  and  1864  —  Admission  of  State  Banks  to  the  system  —  Tax  on 
State  bank  notes  —  Meeting  of  New  York  Clearing-Honse  —  Objections  to  Na- 
tional system  —  Unfavorable  report  —  Reply  thereto  —  Report  of  Comptroller  for 
1865  —  Hon.  Freeman  Clarke  succeeds  Mr.  McCulloch  —  Difficulty  in  redeeming 
notes  —  Freeman  Clarke  succeeded  by  Mr.  Hulburd  —  Progress  of  system  from 
1887-1870  —  Reports  of  condition — Interest  on  deposits  —  Failures  —  Correction 
of  defects  in  law  —  Resumption  of  specie  payments  —  Unequal  distribution  of 
circulation  —  Attempted  legislation  of  1870 —  Sherman's  prophecy  —  Increase  of 
circulation — Mr.  Knox  succeeds  Mr.  Hulburd  —  License  and  income  taxes 
repealed  —  Report  of  1872. 

Origin  of  the  NATiowAii  Banking  System. 

The  distinctive  principles  which  underlie  the  National  banking  sys- 
tem, viz..  Government  supervision  of  the  operations  of  the  banlss,  and 
a  circulation  bajsed  directly  upon  the  securities  and  the  guarantee  of 
the  Government,  do  not  appear  to  have  been  spontaneously  discovered 
or  suggested,  but  to  have  been  adopted  as  the  result  of  a  long  and 
varied  experience  in  banking  in  the  United  States  and  the  several 
States. 

The  idea  that  the  privilege  of  banking  should  be  a  monopoly  to  be 
exercised  only  by  capitalists  who  were  granted  exclusive  rights  by  the 
Government,  was  the  one  that  at  first  prevailed.  This  plan  would 
doubtless  have  secured  safety  to  the  public  if  it  could  have  been  strictly 
carried  out.  It  was,  however,  repugnant  to  the  ideas  of  liberty  which 
control  under  the  institutions  of  the  United  States.  The  Federal  Gov- 
ernment and  the  governments  of  the  several  States  all  claimed  and  ex- 
ercised the  right  of  granting  charters  to  banking  corporations;  and 
while  the  Federal  Government  granted  but  one,  to  be  exercised  at  any 
one  time,  most  of  the  States  were  forced  by  the  political  parties  which 
from  time  to  time  controlled  them  to  extend  the  privilege,  until,  from 
competition,  a  State  banking  charier  became  of  very  little  value.    As 
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the  system  of  chartered  banks  lost  the  feature  of  monopoly,  it  became 
less  safe  to  the  public,  inasmuch  as  a  legitimate  banking  businees  could 
not  afford  profit  to  all,  and  many  of  the  banks  were  forced  to  adopt 
doubtful  and  dangerous,  if  not  dishonest,  methods  in  order  to  secure 
dividends  for  their  stockholders.  In  this  way  the  public  became  the 
prey  of  dishonest  institutions,  and  lost  both  upon  deposits  and  circu- 
lation. These  evils  were  felt  at  an  early  day  in  the  history  of  the  coun- 
try, and  the  War  of  1812  brought  them  into  especial  prominence. 

The  Bank  of  the  United  States,  chartered  in  1791  by  the  Federal 
Oovemuient,  had  exercised  a  genuine  monopoly,  and  furnished  a  safe 
and  uniform  currency  wliich  at  all  times,  during  the  existence  of  the 
bank,  had  been  redeemable  in  specie.  Its  exclusive  privileges  were 
looked  upon  with  popular  disfavor,  which  culminated  in  1811  in  the  re- 
fusal by  Congress  to  grant  an  extension  of  its  charter.  While  in  exis- 
tence this  batik  had  occupied  the  field  with  few  rivals,  and  during  the 
twenty  years  of  its  existence  we  hoar  of  little  loss  through  the  fidlures 
of  banking  institutions.  The  withdrawal  of  the  first  Bank  of  the  United 
States  gave  the  signal  for  an  enormous  growth  in  the  number  of  baniu 
cliartered  by  the  States.  The  idea  that  the  powers  of  the  Federal 
Qovomnient  must  be  curbed  by  self-assertion  on  the  part  of  the  States 
was  in  the  ascendant,  and  this  feeling  found  its  outlet  in  the  exercise 
of  the  somewliat  doubtful  power  of  the  States  to  charter  banks  to  issue 
circulating  m>te«.  As  in  the  face  of  the  liberal  views  then  prevailing 
the  State  Ix'gislatures  did  nut  dare  to  definitely  restrict  the  number  of 
charters  granted,  these  privilegi's  became  the  prize  of  all  who  chose  to 
bring  to  Ihhut  the  intluonot^  political  and  otherwise,  which  were  then 
mH.*0!tsary  to  seoun*  legislative  action.  In  1813  the  only  paper  currency 
of  the  iH>uutry  was  that  fumishe<l  by  banks  located  in  the  several 
States,  varying  in  value  with  the  character  of  the  banks. 

Plan  of  Skcketakt  Dallas. 

It  wa.»  plain  that,  in  onlor  to  pn>tt>ct  the  <  Government  and  the  pub- 
lic fn>ni  loNi,  if  the  oumMicy  of  the  State  banks  was  to  be  the  currency 
of  the  i*i>untry.  it  wiis  neoe^sttry  to  bring  them  under  some  uniform  oon- 
tn>l.  The  fin>t  att«>n)pt  to  ass<x*iate  thest>  banks  with  reference  to  ob- 
taiuim;  a  unifoniiity  of  their  ourrvnoy  wa.-*  un»un>e«e!fully  undertaken 
in  tSt:t  by  8<vn>tary  Ualla-s:  and,  in  his  re|H>rt  of  1S1».  Mr.  Dallas  inti- 
niutcs  that  HUother  "pliui  nytMitly  proi>osi-d.  with  the  desire  to  curtail 
the  is.Mios  of  1«ank  notes,  to  tix  public  is>ntideni*e  in  the  admini^ratioo 
of  the  titTiiir>  <>f  tiio  Uinky.  and  ti>  >;ivt>  to  tvu-h  Uuik  a  legitimate  sluirc> 
in  the  ciivulatioii,  is  m^t  likely  to  rt^vixo  the  in'iii'rul  iianction  of  the 
lnuik'' "  It  i>  unfortunato  for  the  ondt>av«>r  ti>  truce  the  genus  from 
which  tlu<  National  <>y>tt>ui  has  (lt>vflo|t«-\l.  that  the  details  of  this  sec- 
ond plait  nioniioin-tl  b\  St-iTetary  l>alla>  do  not  app«>ar  to  have  been 
pK«vrvt<^l  The  featur\-s  UH-iition<-«l  (\>rrt>|Hind  «ith  thtist'of  the  Na- 
tfcmal  Ivutkiut:  Iawi»  of  1>^  and  ImU      The  ourtailiueut  or  limit  of  the 
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wds  to  the  limit  of  circulation  fixed  in  1863  and 
'Ififii.  Tbat  public  confidence  in  the  administration  of  the  banks  was* 
I  fixed,  indicates  h  proposed  system  of  govemuiental  control  luialo- 
to  the  restrirtions  of  the  Currency  Act.  and,  perhaps,  including 
irity  for  circulation.  Each  bank  also  was  to  receive  a  proportion- 
•t*  amount  of  the  circulation.  Whether  it  was  to  be  in  proportion  to 
c»pit4tl  as  in  the  Currency  Act,  or  in  what  way  security  for  circulation 
wftf  til  \w  given,  does  not  appear. 

Articlb  in  thb  "ANAIiBtrnO  Maoazink." 

About  this  time  there  was  pubUshed  in  the  "Analectio  Magazine," 
[of  Pliiladt'lphiii,  for  December,  1815,  an  article  signed  W.,  "On  Banks 
iU  paper  Currency,"  which  was  a  sprightly  re\'iew  of  an  essay  pub- 
in  Philadelphia  entitle<3,  "  The  History  of  a  Little  Frenchman 
His  Bank  Notes — Rags,  Rags,  Rags  ! " — in  wliich  was  proposed  a 
pl&n  that  the  public  funds  should  serve,  in  the  absence  of  specie,  as  a 
land  support  and  Ihuit  of  the  paper  currency.  It  is  possible  that 
imiter  was  eitlier  the  author  of  the  plan  referred  to  by  Secretary 
or  that  he  had  seen  and  reproduced  on  important  feature  of 
\ftian  for  the  security  of  circulation.  The  proposition  of  the  writer 
;  that  the  banks  should  be  required  to  redeem  their  notes  in  snms  of 
Dot  lem  than  flCK)  in  United  States  six  per  cent,  stock  at  par  or  specie. 
The  effect  would  apparently  have  been  to  have  brought  about  specie 
pajrmeuls  as  soon  as  United  States  sii  per  cent,  stock  rose  in  the  mar- 
ket above  par  in  specie.  It  would  also  have  secured  uniformity  in  the 
value  of  the  currency  if  the  Government  had  had  power  to  enforce  the 
ipliiU)c«  of  the  State  banks. 

8U(.»OKSTIO?fS  OF   ALBXANOBR    HAJtHLTON   ASD   ALBKRT   QaLLATIK. 

Alesander  Hamilton  is  said  to  have  proposed  a  similar  policy  pre- 
1  to  his  appointment  as  Secretary  of  the  Treasury,  when,  on  being 
led  by  Washington,  "What  is  to  be  done  with  our  terrible  debt  f"* 
le  Answered,  "  Bunk  on  it  as  oar  only  available  capital,  and  the  best 
the  world.'' 

In  an  essay  published  in  1831,  Albert  Gallatin  refers  to  the  loans  of 
ie  Bank  of  England  to  the  Governutent,  and  says  these  funds  are  held 
^"  ms  the  best  security  to  the  holders  of  its  notes  and  to  depositors." 
He  says  further,  however,  that  such  a  plan  would  at  that  date  be  Im- 
pvaetictible  in  the  United  States,  aa  the  capital  of  the  banks  waa  so  much 
greater  tiiuxx  the  entire  amount  of  the  public  stocks.  The  debt  of  the 
arenuuent  was  then  in  process  of  rapid  reduction  and  was  paid  by 
^833.  lie  suggested  a  resort  to  mortgages  on  real  estate,  wliich  plan, 
rer,  he  found  liable  to  the  objection  that  the  accomnuKlations, 
the  banks  could  in  that  case  afford  to  individuals,  might  he  too 
iQch  curtailed. 

All  <if  fliHs..  i.iriiiM    uIiIIm  ri.nt.'(iniug  the  principles  of  the  National 
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Currency  Act.  are  defective  in  that  they  do  not  seem  to  contain  any 
efficient  method  of  enforcing  them.  There  is  no  suggestion  that  the  Gov- 
ernment shall  assume  the  responsibility  of  the  notes  by  holding  the 
securities.  The  latter  are  apparently  to  be  left  with  the  banks  them- 
selves, subject  to  the  vicissitudes  of  dishone.sty  or  bad  mana|;ement. 
Mr.  Gallatin,  it  is  true,  speaks  of  the  Bank  of  England ;  and  it  is  also 
tme  that  tliis  institution  cannot  collect  its  debt  from  the  Govemment 
until  all  its  debts  for  circulation  and  deposits  are  paid  to  its  creditors; 
but  Mr.  Gallatin  does  not  seem  to  have  this  feature  in  mind. 

PBOK.   McViCKAR'S  PliAJT. 

In  1887  a  plan,  similar  to  that  afterwards  followed  in  the  Free  Bl 
lug  System  of  New  York  state,  appeared  in  a  published  letter,  entil 
''Hints  on  Biutklng,"  to  a  gentleman  in  Albany,  by  Prof.  John  Mo- 
Vlckar.  The  problem  seems  to  have  been  to  permit  free  banking  and 
yot  to  throw  hiicIi  guards  around  it  as  to  secure  the  safety  of  the  public 
The  "  Hints  "  consiHted  of  abqat  thirty-eight  pages  of  general  retlectiooB 
upon  banking  and  cnvlit  and  the  defects  of  systems  of  banking.  To 
correct  the  latter.  Prof.  McVlckar  lays  down  five  propositions : 

"  1.  Baukloit  \a  a  fn.<c  Iniilv  in  so  far  tliat  It  may  b«  freely  eatcr«d  Into  bjr  inlh 
vidualior  aHK()<<lBtlonfi  uiulor  tbr  prartsions  of  a  general  statute. 

2.  TliK  KiixMini  of  the  tmnkitut  oaplial  of  Huch  tndisidual  or  as!<"  be 
tretly  fls<^,  but  to  bv  tuvoMtoil  otiivicuth  nt  thf  dlscri'tlon  ut  the  bonk.  \  .log 
niiMv-tMithB  In  Ikkrenunent  utook,  whi>.rM)n  thi-  bAnk  Is  Id  r«<vlrr  tlio  ill-vukud*,  bot 
ih«>  rciualnili^r  to  remain  Id  |)Us>1)C'  fur  ihv  nilt'inpiion  uf  Ii8  [iromkiMurjr  ootca 
■ucb  aiM.-urUlt«  as  to  pUco  tbr  M(«<ly  u(  the  public  beyond  iloubt  or  risk.  Tba  i 
to  tM-  nuiili*  untnuisferBblr,  rkcx^pt  by  tht^  i>nli>r  of  aach  ix>urt  as  sluill  ha  i 
of  Uhko"  imbj<'»'l»  with  n  view  to  wind  up  ihv  Hffmni  <>f  Ibc  l>ank. 

3.  The  prumlwury  Dut«ii  of  such  tnUirlUunI  ur  cusocution  lo  bear  npcm  UMdrtoM 
Um  natnr*  ■od  aBKNint  of  stnok  tbus  pleilgnt,  tngeduv  with  l\»f  usual  slipialanja ; 
Mid  In  ihoir  Mnowit  iMTor  lo  nvttA  Um  anMnm  of  th«  pbxlgtd  Mock,  ander  tba 
panalty  ot  the  tndirtdoal  or  the  Onn  bving  dcclarod  bankmpt,  and  tbetr  aSattB  to  tiv 
wnunil  ap  UDilt-r  •  iMWimlssInn,  appointed  by  »urh  <<ourt  as  shall  tuivw  oognlsanoe 
OHsrrof.  ibr  r<<r\uat  to  twtan  their  Dotea  batan  nads  In  IimU  an  act  of  bankm^tcf 
■ad  I<)l|<iw('<c1  by  iti4<«aiBerMDlt 

«   .\  .ii»«  tunlerOrBdoHar*  intMlaraad  braiMilbMlki 

th«i  jinm 

5.  Tbt<  iifiMwii  iir  viKK  itiiw  plantl  In  pl<>d4rp  by  sacb  indlrtdoal  or 
lo  \»  oapaM*  o(  hirtrtlaHB  taciwwn  at  thr  will  of  the  banker,  but  not  i4 
-"tagidartliat  Ihew  .    Tt'onOdcnivaf  ttMpablltfiaaf  M>f«rlwahakefi,l 

Iha  wkole  may  at  ai  n  tiMrawn  by  an  a|>pUe«Hoo  lo  tbeoowt  for  t^wttA- 

lagaportlwaflalnioi  i»i  lutniL" 

PKOctPijtK  (tnntAii  TO  TaoAK  of  thr  B/OfKZJlO  Laws  or  TH\ 
Yoke  asd  UichiiUV. 
Thi*  plaii  aeema  a  very  near  apftriMkch  \n  tho  pttoulplw  • 
Baaktng  La*  d  Kew  York  State.    TItr  laat  proviAai  of  tl 
IMMttloo,  ptmlMiBff  a  hmak.  to  wltbdiaw  fU  band»  aod  wfad  op  iu  own 
aflUn,  vligtit.  If  It  hail  Ymm  Mlopted  Idm  Um  law,  hm^rm  '•rfwtini  sU 
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the  wivdoin  of  the  other  propositions  by  throwing  open  a  door  to  fraud 
aod  dishonesty.  In  fact,  the  esaence  of  the  comparative  safety  of  the 
fStw  York  free  bank  circulation  and  the  entire  safety  of  National  bank 
rimilation  cori«i)it»><l  hi  the  retention  of  the  securities  by  the  Conip- 
I  in  one  case  and  the  Treasury  of  the  United  States 

iiT  of  the  Currency  in  the  other  until  the  redemption 
o(  all  outstanding  circulation  was  fully  provided  for. 

The  flr»t  State  to  embody  this  principle  of  requiring  banks  of  circu- 
lation to  deposit  securities  with  the  governing  power  was  Michigan. 
That  State  in  1S37  adopted  a  general  banking  law  by  which  the  banks 
were  require*!  to  deposit  bonds  and  mortgages  and  personal  bonds. 
1  This  was  in  a^^^oordancc  with  the  views  of  Albert  tiallatin  before  referred 
ho.    The  Law  was  decided  to  be  contrary  to  the  Constitution  of  the 
[fitate,  the  court*  holding  that  fundamental  law  restricted  the  Legisla- 
I  tore  to  granting  single  charters.     Apart  from  tliis  the  great  defect  was 
Umt  tbero  was  no  efficient  provision  for  supervising  the  character  of 
bonds  and  mortgages  deposited.     If  no  bond  and  mortgage  had 
accepted  except    upon  good  improved  property  actually  worth 
double  the  value  of  the  mortgage,  there  would  liave  been  very  little 
Ion  upon  the  notes.     But  Michigan  real  estate  had  little  intrinsic  value 
At  that  time,  and  tiie  mortgages  deposited  were  based  upon  fancy  val- 
ontiuQii  made  for  the  purpose  of  creatmg  currency.     On  the  other  hand 
it  majr  be  said  a  rigid  inspection  of  mortgages  would  have  resulted  in 
'«w  or  DO  banks,  as  there  was  in  reality  but  little  requirement  for  gen- 
Dine  banking  capital  in  the  State. 

Abuah  Mass  axv  thb  Nbw  Yobk  Fhbk  Banks. 

In  1838  the  New  York  Free  Banking  Law  was  enacted.  Abijab 
nil,  Jr.,  In  a  letter  to  the  Hon.  A.  C.  Flagg,  claims  that  the  State 
lindebted  to  him  for  the  suggestion  of  the  plan  adopted,  and  tliat  it 
•wnrred  to  him  in  a  convorsati<in  with  the  Hon.  Thomas  II.  Benton 
rolalire  to  the  practice  of  the  English  joint-stock  banks,  in  keeping  a 
l«K<?  portion  of  their  capital  in  Government  stocks.  After  the  adop- 
tloD  of  the  Free  Banking  System  by  New  York,  the  eiample  sot  was 
followed  by  a  number  of  Statee,  among  others  by  Ohio,  Indiana,  Illi- 
noteanii  Wisconsin. 

The  railical  difference  between  the  New  York  system  and  the  Na- 
tl«mal  system  was  that  the  State  did  not  guarantee  the  full  payment  of 
the  notes  of  any  of  its  banks.  It  became  the  trustee  of  the  securities 
'•'•bank,  and  when  it  became  necessary  sold  them,  and  with  the  pro- 
'•*"Is  redeemed  the  bank's  note*  as  far  as  the  proceeds  i)ennitted.  If 
'w  »ecurit«e8  were  not  equal  in  value  to  the  circulation  outstanding, 
""  latter  was  redeemed  at  a  pro  rata  discount.  The  Unitetl  States 
^werruuent,  however,  guarantees  the  pajnment  of  National  bank  notes 
•"d  aiiilerrakes  to  reimburse  itself  from  the  proceeds  of  the  bonds  de- 
it(^d  and  the  other  assets  of  the  bank.     The  United  States  Govem- 
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ment  can  well  afiFord  to  do  this,  as  it  accepts  none  but  its  own  stock  as 
security,  and  to  an  extent  ten  per  cent,  in  excess  of  the  notes  issaed 
upon  it.  No  matt«r  what  the  depreciation  of  the  stock  in  the  market, 
the  Government  by  redeeming  the  notes  would  simply  be  redeeming 
its  own  debt  at  par  value. 

Authorship  of  thb  Nationai.  BxinsiNa  Law. 

The  authorship  of  the  immediate  sug^stion  of  the  plan  of  the  Na- 
tional Banking  Law  itself  has  been  claimed  by  or  for  many.  O.  B. 
Potter,  of  New  York,  wrote  a  letter  to  Secretary  Chase  advocating  the 
issue  to  State  banks  of  circulating  notes  upon  their  deposit  of  United 
States  securities  with  the  Treasury.  This  was  embodied  in  Sections  62 
and  63  of  the  original  banking  laws  of  1863  ;  but,  being  pronounced 
impracticable  by  Comptroller  McCulloch  in  bis  flrst  report  to  Congress, 
was  omitted  from  the  act  of  June  3,  1864.  The  general  plan  of  the  act 
was  suggested  in  the  report  of  Secretary  Chifte  for  December,  1861.* 

A  sub-committee  of  the  House  Committee  on  Ways  and  Means  was 
appointed,  to  which  the  report  of  Secretary  Chase  was  referred,  eon- 
sisting  of  Hon.  E.  G.  Spaulding,  of  Buffalo,  N.  T.,  Chairman;  Mr. 
Hooper,  of  Massachusetts,  and  Mr.  Coming,  of  New  York.  Mr.  Chase 
was  called  on  for  a  draft  of  a  bill.  He  had  not  prepared  any,  and  asked 
Mr.  Spaulding  to  prepare  one,  and  the  original  draft  of  the  National 
bank  bill  was  accordingly  prepared  by  Mr.  Spaulding  during  the  De- 
cember holidays.  Considerable  opposition  was  manifested  to  the  bOl 
on  its  presentation  to  the  Ways  and  Means  Committee,  and  it  became 
certain  that  the  bill  could  not  be  passed  without  prolonged  diacns8i<»,t 
and  that  it  could  not  be  made  available  in  time  to  aid  in  meeting  the 
expenses  of  the  war.  The  bill  was  therefore  reported  adversely  by  the 
Wayb  and  Means  Committee  of  the  House  on  January  8.  1863.  As  the 
necessities  of  the  (iovemment  were  very  pressing,  the  legal  tender  act 
was  introduced  by  Mr.  Spaulding  as  a  temporary  measure  for  meeting 
the  exigencies  of  the  war. 

On  February  2.  1863.  the  National  Currency  Act,  which  provided 
for  the  organization  of  National  banks,  was  reported  from  the  Finanoe 
(.\Mumittoe  of  the  S<<nato  by  Senator  Sherman,  of  Ohio.  After  being 
fully  del»nt*Hl.  it  iHUtsod  the  Senate  on  February  12  by  a  vote  of  twenty- 
thnv  yotui  to  twenty-ono  nays.  But  for  personal  appeals  made  by 
Secr^'tary  iMiane  and  Mr.  Sherman,  the  bill  would  have  failed  in  the 
SeiMto  by  a  tie,  as  Senator  .\nthuny  was  known  to  be  opposed  to  it. 

*"  Mo  iirvT^l  Ito  «<io|>non  l-oth  iu>  a  mcMKun^  of  vurrpnoy  reform  and  ••  a  meaiM  of 
rr(>k*ni'4iiiix  lbi>  |>uliliv  Tn*x*ur.r.  .\!ia  maClor  of  fact,  tbe  act  t>r\>uirht  Uttlcaid  to 
llK>Trx'«»ur>  tii.til  ilnMiit^lot  it  litiil|iiu(>i>ti  t>y.  Tbt*  warfikk^prarticallj'inAfNrll.tSHL. 
Tht«  « tiiili'  Amount  i>:  NuIiotihI  Isink  notr<  iiviHil  up  to  tbr  tbinl  <if  Ibat  moath.  was 
oiil>  fiK!«iA,tN<v  TlM'Mim  toiiil  of  n<<Ml  aiil  icaitHM  l>r  llw  o|«ration  of  tbe  act  up  to 
tbat  tiiiH-  tlo-nfon-  lii'l  iii>t  <'\ti<«tl  tliV,iU>.ikU  ami  thMwa*  only  IS  |ier  oeat,  of  the 
U>rn<«in>r>  of  tin-  «;i>\i<[iim<-iil.  '-  "Nntiotidl  an<l  State  Rank*.*  tqr  Uonoe  Whits; 
*•  S»>iui'I  t'lirt^-iK  >."  Vi'l   IV 

*  AiUrti*  of  Hon.  K  <•.  S|<aulitinir,  ik>:iv<>ml  at  l*hila>Mphia,  IRI. 
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for  the  bill  because  Mr.  Chaae  convinced  Iiini  that  it  was 

'  ciirry  on  the  war.* 

from  the  Senate  the  bill  went  to  the  House,  where  it  reiuained  on 

[thr  Sponker'a  table  from  tlin  12th  to  the  19th  of  Februury.     A  motion 

Ilu  refer  it  to  the  Coiiimitt<'e  of  the  Whole  having  been  defeated,  Mr. 

[t>pttaldiug  opened  the  debate  in  a  long  speech  in  favor  of  the  bill, 

the  debate  continuing  until  the  20th,  when  the  bill  was  passed  without 

I  aiueuihnent  by  a  vote  of  seventy-eight  yeas  and  sixty-four  nays. t 

.in  unolysis  of  the  act  shows  that  its  general  provisions  were  taken 
I  liuv^ly  from  the  free  banking  laws  of  New  York,  Ohio  and  other  States. 
I  The  provinions  in  regard  to  circulation  -were  carefully  drawn  and  were 
noTd  in  many  important  details.  The  evident  intention  was  to  avoid 
[the  imperfectious  which  the  practical  workings  of  the  State  systems  had 
diicloeed  in  their  laws.  Thiii  draft  wa^  during  the  debate  upon  it  in 
klii<  [lou^e,  amended  in  many  particulars,  but  its  essential  features  were 
[all  ivtaiued. 

Thus  it  will  be  seen  that  the  National  system  of  banking  did  not 
I iprlng complete  from  the  brain  of  any  one  individual,  but  was  a  growth- 
|A*  in  the  case  of  the  invention  of  printing,  the  steam-engine,  or  electric 
iph,  there  are  many  entitled  to  the  claim  of  ha\'uig  entertained 
)posed  the  abstract  ideas  upon  which  the  practical  realization  is 
bisedL  Similar  ideas  may  have  occurred  independently  to  many  Ktu- 
^ieata  of  the  science  of  banking.  The  realization  was  owed  to  the  pres- 
m  of  a  necessity  whic!>  revealed  the  inadequacy,  for  the  period,  of  the 
as  of  StAte  banking,  and  compelled  legislators  to  agree  upon  a  sya^ 
Bore>  adapted  to  the  needs  of  the  times. 

AsvoanautST  ov  Comptroller  of  CtJRUSNcr  aitd  first  Rkport, 

1863. 

or  near  January  1,  1863,  there  were,  according  to  the  information 
7tained  by  the  Hecretary  of  the  Treasury,  1,466  banks  in  operation  In 
^tuted  Stat««,  with  a  capital  of  iH05, 045,829,  and  a  circulation  of 

r.2i8. 

The  olBce  of  the  Comptroller  of  the  Currency  was  organized  and 
Hugh  McCnlloch  was  appointed  Comptroller.     He  gave  up  the 
L'uey  of  the  State  Bmik  of  Indiana  to  accept  the  new  appointment. 
5e"flrbt  report  of  the  Comptroller  to  Congress  was  made  November  28, 
I'p  t«  that  date  one  hundred  and  thirty-four  banks  had  been 
iuzed,   thirty-eight  in  Ohio,  twenty  in  Pennsylvania,  twenty  in 
}d  sixteen  in  New  York.     Illinois  had  seven,  Iowa  six,  Wis- 
chigan  and  Connecticut  four  each.     No  other  State  had  over 
lie  first  bank  authorized  to  commence  business  was  the  First 
tionnl  Hank  of  Philadelphia.  Pennsylvania.      Up  to  the  date  of  the 

lutD's  rtecoUectloDS,"  p.  IB9. 
^  t  mlPii  histor}'  of  .\utli>Dal  bunk  leirtAlation  from  the  begtnnlivtr  of  the 

ittildtlie  pn'seql  will  bo  found  In  lat^rchaptcn. 
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report  do  circulatioQ  had  been  issued  t<i  any  association.  The  work  of 
preparing  it  hnd  bten  attended  by  unlooked-for  delays.  The  coutr»ciu 
for  printing  the  notes  were  made  with  the  Continental  and  American 
Bank  Note  Companies.  Mr.  McCuiloeh  was  in  favor  of  a  course  of  action 
in  establishing  the  system  which  should  not  so  much  increase  tJie  ziggre-  < 
gat«  banking  capital  of  the  country  as  induce  the  capit^il  alreiady  I 
invested  in  State  banks  to  enlist  itself  under  the  National  systeiu. 
From  this  view  he  looked  with  some  distrust  upon  the  organization  of 
new  National  banks  in  States  where  he  deemed  the  bankinij;  (!upital 
already  in  existence  sufQcient,  and  encouraged  as  far  as  poi^sible  the 
conversion  of  State  banks  into  National.  In  his  report  for  18«;4,  he 
Haid:  "  It  is  perhaps  to  be  regretted  that  so  many  new  banks  have 
been  organized  in  States  where,  before  the  passage  of  the  Act,  there 
was  no  detlciency  of  banking  capital."  He  was  also  in  doubt  whether 
Sttftc  banks  could  become  National  associations  without  action  upoDj 
the  part  of  the  Legislatures  of  the  State  permitting  them  to  avail  tbem- 
selves  of  the  National  law.  In  18(34  he  was  happy  to  be  enabled  to  say 
that  his  apprehensions  of  too  rapid  an  uicreose  of  National  banks  had 
been  lessened  by  the  action  of  many  of  the  State  banks,  which  were 
becoming  National  bonks.  Masiiachaitetts,  Connecticut  and  Ponusyl- 
vaniu  hud  passed  enabling  Acts. 

Duriitg  the  year  ending  November  26,  1864,  282  new  1>ank!<  were 
organized,  and  1G8  State  banks  bad  entered  the  tTstera.  maJcing  »  total 
of  S8-1  National  banks  in  existence.     The  Stateo  of  Pennsylvania  and 
New  York  headed  the  List,  the  former  with  109,  and  the  latter  with  100 
banks.    The  total  capital  was  1106,964, 6S>7,  the  bonds  deposited  |81«- 
961,450,  (uid  the  circulation  $65,864,560.     The  question  bad  already 
arisen  why  it  was  not  better  for  the  Government  to  issue  its  own  notes 
rather  thaii  iu  grant  this  privilege  to  the  National  banks.     Mr.  McCui- 
locli's  argument  in  reply  waa  that  the  bonking  interest  of  the  L'nite«l 
States  wtiM  an  im(Mirtant  one,  that  the  State  banks  had,  notwithstand- 
ing fallurett  and  bad  management,  on  the  whole  been  of  great  advantage 
to  the  people  and  the  Goveniuieut;  and,  a&  It  was  indispensable  tliat 
the  Oovvrumeut  should  control  (he  issue  of  pup«<r  money,  it  woald  be 
aocompUshed  with  lexs  injustice  to  the  StAte  iMtnks  by  creating  the 
National  nystvui,  luid  permitting  the  State  banks  to  become  a  part  otj 
it — In  other  wordji,  in  exchange  for  the  privilege  of  iwuiiig  circulatlool 
nnder  the  State  systems,  to  receive  tliat  of  Isj^uing  notes  under  thel 
National  syMtt^m.     The  conservative  policy  wliich  led  Mr.  McCuIloch  to] 
favor  State  bonks  at  the  cxpcn«t«  of  new  organi/jitions  may  be  soen  tn] 
the  following  utatemttnt  from  liis  report  of  1H64: 

"  Vor  Um  diiahte  p«r|Hiws  iharrtons  i>r  kxKpinit  <li>wti  I 
tar  iM  U  tea  SMniiMt  {KMBlble  lo  dii  It.  romttnU'iiil)' vriih  til- 

tt-n  '•  '   ■;  -• ■     ■   — •-■■    -     ■  ;  ■■  •  ■ 
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lAdiioogra9«  la  nuuny  insi&zicce  the  organisation  of  aew  banlts,  and  iu  more  tnstan- 
rm  U)  ntastf  my  sanction  to  the  tnureaiM:  u(  i.:tt(iital  ot  ibotv  already  orfcaniied." 

Tks  Pkk  Ckst.  Tax  os  Statb  Baxk  Circulation. 

At  tlii*  time  the  chief  source!  of  profit  to  the  banks  was  the  oppor- 
[tunity  of  deiiUtig  iu  the  obligations  of  the  (+ovemment,  ami  the  Comp- 
I  trailer  feared  that  when,  after  the  war,  this  opportunity  had  passed 
Ikway,  the  banks  would  be  tempted  to  use  their  raean.s»in  unprofitable 
land  ihingerous  speculations.  He  thought  the  time  had  coiue  to  repress 
[the  issues  cif  the  Stiite  banlus  by  taxation.  The  preference  was  every- 
[wbere  given  to  the  National  bank  notes,  and  Congress  could,  by  inipos- 
ig  a  sufflcient  tajc,  reheve  the  Treasury  from  embarrassment  and  the 
ople  from  an  unsatisfactory  circulation.  The  reconunendation  of 
|Betrretary  Fessenden  in  regard  to  circuiatiou  of  State  bank  issues  coin- 
(cided  with  that  of  Mr.  McCulloeh.  The  amount  of  State  bank  notes  in 
L^ulatlon  in  1864  was  about  $170,000,000,  b,nd  there  seems  to  have 
I  no  tendency  to  their  diminution.  An  Act  was  passed  on  March  3, 
I,  ttupusiug  a  tax  of  ten  per  cent,  on  the  circulation  of  State  banks, 
legislative  history  of  the  tax  is  thus  described  ■* 

'  It  wax  |irtji)<)i!«l  by  Mr.  Hooper,  of  Massachusetts,  in  the  House  on  Febrxiary 
T,  IMS.  an<J  in  the  fnrm  In  which  he  offered  it,  it  was  defeated.  It  was  again  offered 
■atiAaiUlatly  the  sha(>c  in  which  it  now  staniLs,  on  the  same  day.  by  Mr.  Wilson, 
at  Iowa,  and  ll  was  adoptwJ  1>y  an  accident.  The  vote  was  sixty-eight  yens  to  slxty- 
even  nays,  but  Af  r.  Brooljs,  of  New  York,  who  had  bitterly  opposed  it  in  debate, 
titttil  111  ihti  afflrmaiive  in  order  to  move  a  reconsideration.  When  he  moved  the 
,  Mr.  Washburn,  of  Dlinois,  moved  to  lay  that  motion  on  tlie  table, 
r  motion  the  role  was  a  tie,  seventy-one  to  seveniy-one.  The  Speaker 
IU  ihe  afflrmative,  and  his  rote  saved  the  Wilson  amendment.  If  Mr. 
voted  In  the  llrsl  instance  as  he  had  fought,  there  would  have  been  a 
l)t  one  aj^iast  It.  In  the  Senate  the  Cunimlttee  on  Finance  reported 
ely  to  the  tax,  but  was  overruled  by  a  majority  of  two.  ♦  •  *  Although 
I  on  March  3, 18G5,  the  tax  did  not  go  into  elTect  until  August  1,  1866,  or  fifteen 
I  aner  the  close  of  the  war." 

This  measure  has  had  the  effect  intended,  viz.,  to  prohibit  the  issue 

:if  cin'tilating  notes  by  Stat«  banks.     Attetnpts  have  been  made  to  se- 

[cnre  the  repeal  of  the  tax,  but  the  opposition  to  State  bank  notes  is 

mach  stron^r  than  it  was  in  1863,  and  all  these  attempts  have 

t)wing  to  the  growth  of  national  sentiment  and  the  closer  re- 

Uktlnns  of  the  people  of  the  diflforent  States  as  a  result  of  improved 

lOeiuis  ut  communication,  and  becatise  of  the  safety  and  uniformity  of 

lie  not«s  Issued  by  National  banks,  there  appears  to  be  no  disposition 

[<in  the  part  of  the  people  t^o  restore  the  privilege  of  issuing  circulation 

to  U>«  8t«t*  banbd. 

The  :•-  -■•h  3,  1865,  impiising  a  tax  on  the  circulating  notes  of 

I  bni  'Hipowered  the  Comptroller,  iu  authorizing  the  crea- 

Of  National  banks,  to  give  the  preference  to  State  institutions 
•  " HMIimal  anil  ai«t«  Banks,"  Horaoe  White;  "  Sound  Currency,"  Vol.  IV. 
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which  desired  to  enter  the  system.  The  effect  of  these  provisions  was 
immediately  seen.  The  number  of  National  banks  increased  from  6S8 
in  January,  1866,  to  1,613  in  October  of  that  year;  the  capital  between 
the  same  dates  went  from  $136,618,874  to  $393,167,206,  and  the  ciroola- 
tion  from  $66,769,376  to  $171,321,903. 

Action  of  Nbw  York  CLBARrachHousB  AasociAnoir. 

On  December  6,  1863,  a  meeting  of  bank  officers  was  held  at  the 
New  York  Clearing-House,  and  a  committee  appointed  at  a  previous 
meeting  "to  take  into  consideration  the  National  Bank  Currency  Act 
as  to  its  prospective  effects  upon  the  currency  of  the  nation  and  the 
national  credit,  and  what  action,  if  any,  devolves  on  the  banks  in  the 
premises,"  made  its  report.  The  committee's  report  was  in  the  form  of 
answers  to  three  questions :  1.  What  is  this  scheme  to  provide  a  na- 
tional currency  ?  2.  What  will  be  the  effect  of  the  proposed  currenoy 
on  the  interests  of  the  people  ?  3.  What  will  be  the  final  conseqaenoec 
to  the  national  Government  ? 

The  answers  were:  1.  That  from  the  fact  tliat  the  application* 
were  chiefly  for  banks  with  small  capital  and,  Judging  by  the  localities 
where  they  were  located,  it  was  evident  that  the  national  law  encour- 
aged the  organization  of  banks  for  circulation  only,  not  regular  busi- 
ness banks  for  deposits  and  discounts,  but  what  are  known  in  our  West- 
em  States  by  the  expressive  term  "wild-cat"  banks.  2.  As  the  na- 
tional currency  was  "  not  a  legal-tender  between  man  and  man,  nor 
has  any  banking  association  or  banking  institution  a  legal  right  to  pay 
them  out  in  duKsliarge  of  its  debts  to  an  individual  or  corporaticm,  it 
would  be  a  depreciated  currency,  and  when  used  by  the  laboring  man 
and  poor  woman,  they  would  find  five  or  ten  per  cent,  added  to 
the  price  they  would  be  required  to  pay,  provided  they  could  offer  legal- 
tender  notes;"  and  third,  it  would  by  its  issue  supplant  a  like  amount 
of  legal-tender  notes  which  the  (ioveninient  could  issue  free  of  all  in- 
terest, and  which  amount  the  (iuvemuient  would  have  to  borrow  and 
pay  interest  on  at  six  per  cent.  This  loss  on  $300,000,000  would  amount 
annually  to  $18,000,000.  The  report  was  accepted  by  the  clearing- 
house. 

Reply  to  ("LKARiNo-HorsB  Rkport. 

This  report  called  forth  a  reply  from  a  member  of  Congreaa,  who 
considered  that  its  authors  had  not  fairly  iiivetitigated  the  subject,  but 
criticized  the  Bank  Act  from  the  narrov.-  and  prejudi<;ed  standpt^t  of 
State  Imnkers.  Their  answer  to  the  first  que.st ion  he  characterized  aa 
a  mere  asMuiiption,  not  lM>me  out  by  facts.  That  large  National  banks 
as  well  as  MUiall  have  l>e«n  organized.  That  the  National  banks  of 
small  capital  should  W  compared  with  sniiill  State  banks,  and  the  large 
State  l>anks  with  National  hanks  of  similar  capital.  To  the  answer  to 
the  second  question  he  rt'plietl  that  State  bank  notes  were  no  mace  a 
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ier  than  tbe  National  bank  notee,  and  that  the  latter  possessed 

ita^Bpe  of  bt^ing  receivable  for  publio  dues.     Their  answer  to  the 

^Ird  qnewtion  was  axiuiitted  to  have  some  weight;  but  the  same  ohjec- 

ItioDs  applied  with  equal  force  to  the  notes  of  8tate  banks.     The  State 

ik  notes  were  profitable  only  to  stockholders  of  the  banks.    They  did 

[benefit  the  ftovemment  or  the  people  to  the  extent  that  National 

and  legal  tender  notes  did.     As  between  National  bank  currency 

■ikI  legal-tttnder  notes,  the  loss  the  Government  might  experience  hi 

the  withdrawal  of  a  ptirt  of  the  latter  would  be  made  up  to  it  by  the 

greater  stability  of  the  currency. 

Pkoorbss  ov  tor  National  BAinairo  Ststbh  vs  1865. 

During  the  year  1865, 1,014  banks  were  organized,  of  which  283  were 
new  and  731  were  «»nverted  from  State  banks.  The  total  number  in 
operation  was  1,601,  of  which  922  c^me  uuder  the  national  law  from 
tbe  8t«t«  bank  systems.  Mr.  McCuUoch  had  been  appointed  Secretary 
[Of  the  Treasury  in  1865,  and  Hon.  Freeman  Clarke  had  succeeded  him 
office  of  Comptroller.  Mr.  Clarke,  in  his  report,  stated  that 
all  the  State  banks  had  became  National  banking  associations. 
wumuch  as  both  he  and  his  predecessor  believed  it  to  l)e  the  intention 
tbe  law  that  National  bank  notes  should  be  substituted  for  State 
circulation,  no  new  circulation  wa-s  issued  to  converted  State 
except  BB  the  notes  issued  under  their  State  charters  were  re- 
laced  to  an  aiuount  less  than  they  could  issue  as  National  banks.  The 
TCealt  was  a  contraction  at  this  time  of  the  aggregate  bank  circulation 
,  of  the  country.  Some  of  the  States  had  passed  enabhng  acts,  which 
tied  State  institutions  converted  to  National  banks  to  continue 
iBBOe  State  bank  circulation  for  some  time  after  their  conversion. 
This  waa  not  regarded  as  legal  by  the  Comptroller.  The  National 
circulation  outstanding  on  October  1,  1865,  was  tl71,231,JK)3. 
banks  a1iK>  had  State  bank  notes  outstanding  auionuting  to  $>78,- 
',676.  At  this  date  the  banks  in  the  National  system  held  ^427,731,- 
of  United  States  bonds  and  securities  and  ^189,988,496  of  legal- 
notes,  or  over  one-seventh  of  the  total  public  debt  at  that  time, 
e  removal  of  the  office  of  the  Comptroller  of  the  Currency  to  New 
Tork  city  was  agitated  considerably  at  this  period.  The  question  of 
redemption  of  tlie  notes  was  becoming  an  important  one.  As  they  were 
redeemable  only  in  paper  legal-tender  notes,  there  was  little  object  in 
presenHng  them  for  that  purpo.«e,  especially  as  they  were  as  freely  taken 
by  lUI  and  answered  every  purpose  of  the  legal-tender  note. 

Amaba  J.  Walkbk  OS  Rbdemptiok  of  Nation ai.  Baitk  Notss. 

Anuiaa  J.  Walker,  a  member  of  the  House  of  Representatives,  iti  a 
Itpeeeh  prepared  by  him  upon  the  original  Bank  Act  of  February,  1863, 
[which  was  nut,  however,  delivered  on  account  of  the  calling  of  the  pre- 
etion,  but  was  published  in  the  "Bankers'  Magazine "  for  May, 
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1863,  prapbesied  that,  ati  there  would  be  no  redeuiption  of  N&tiuual 
book  notes  except  in  paper  essentially  the  saiiie,  they  ^ould  eontinae 
tocin-ulate  a»  lonjf  hs  the  material  of  which  they  were  made  would  per- 
mit them,  ai)d  in  their  movements  uppruaeh  as  Dear  pi>rpetuti]  motion 
as  anytliiug  yet  discovered.  It  was  thought  that  if  some  sure  method 
of  redemption  in  New  York  city  could  be  devised,  it  would  secure  a 
larger  return  of  the  notes  to  the  banks  that  issued  them  and  bring  about 
a  more  satisfactory  local  circulation.  The  Hon.  Freeman  Clarke,  In 
his  reoowmendation  for  placing  the  Comptroller's  office  in  New  York, 
wa«  principally  actuated  by  the  desire  to  save  the  expense  of  eipre« 
between  New  York  and  the  office.  Most  of  the  notes  redeemed  were 
redeenjed  ui  New  Y'ork,  and  when  in  poor  condition,  had  to  be  sent  to 
the  Comptroller's  office  for  destruction.  The  notes  were  printed  by 
bank  note  c<impanic8  in  New  York  city,  and  had  to  be  sent  to  Washing- 
ton before  they  c>ould  be  issued  to  the  banks.  The  location  of  the 
headi|uarter!<  uf  the  system  at  the  financial  oentre  would  doubtless  have 
proved  a  remedy  for  this  difficulty. 

This  impossibility  of  prompt  redetnptions  of  National  bank  no 
was  oonstantly  a  aource  of  annoyance  until  the  etttablishment 
Natioiuil  Redemption  Agency  at  Washington.  It  beoaiue  a 
difficulty  to  contend  with  as  the  Ibuit  upon  the  a^sgregate  amount  of 
circulation  bogan  to  be  reached,  and  new  organisations  had  to  depend 
for  obtaiuiDg  the  DotM  they  were  entitled  to  receive  uptm  the  clroal*- 
tiou  surrendered  by  insolvent  National  iMinks,  or  those  which  had  gone 
Into  liquidutiuu.  in  fact,  tiiis  lack  of  practical  redemption  formed  at 
tills  time,  and  until  1874,  one  of  the  most  serious  defects  in  the  National 
•ysteiu. 

Mic  lirtaraD  Succkeds  Mb.  Clarke  as  Comptkollrr. 

H.  R.  Hulburd  Hucceeded  Freeman  Clarke  as  Comptroller  in  I807i 
For  the  next  tliree  years  the  number  of  the  banks  did  not  substantially 
increase:  hi  October,  1866,  there  were  1,644  with  a  capital  of  f416,000,- 
000,  circulation.  t2H0,000.000,  aJid  in  October,  1870.  tbera  ware  1,648 
banks,  with  a  capital  of  |435,0<X),000  and  circulation  amounting  to 
9896,^)5, 44tS.  linring  lS(i7  nine  were  organized,  of  which  thrti«  were 
8tat«  bank  oontr«r*ions.  During  this  year  some  of  the  blank  notm 
ware  stiilan  from  thn  vaults  of  the  Comptruller's  office,  where  thejr 
Wfn  k4vpt  ready  for  Lssuo  to  the  banks,  by  one  of  the  rnlored  mcaaop- 
gen.  Thry  were  pot  in  cirrulution  after  signaturi*H  luul  been  clunsQjr 
written  tm  the  ootMi  where  tliv  {'resideut  and  CoAhJer  woald  bava 
sjgnpd,  tutd  the  ootca  been  legitiuuttely  put  in  oircuijition.  The  signa- 
torn*  wm  tint  the  Mine  as  Ui«ise  of  tlie  Inuik  otHivni.  nor  dSd  tiiejr 
noMoibte  tliem  to  any  vay.  Tills  eiperietKv>  indicitte*!  how  fre«ly  and 
tpnHilmlly  lite  pabiic  reiwived  ttiewe  notes,  umkhig  it  evident  iltat  thm 
bank  by  whlrb  they  wore  ImuciI  or  purported  to  be  Iwaed.  was  aot 
linked  to  as  the  acMuaa  at  Me«irity.    After  miN  difflonlty,  tha  pcnoa 
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ioiii  tlie  notes  were  etuleu  was  arrested,  but  esouped  punisluueDt 
Ihrotigh  n  tluw  in  the  indii'tinent,  wliicih  reoited  tliat  money  had  been 
«tden,  whereiis.  Jjie  notes  were  not  strictly  complete  money  until  signed 
rvi^Urly  by  the  butik  offioers. 

Oibw  real  or  fanoied  Iru  perfect  ions  of  the  system  were  subjects  of 
diaeusNOD  in  1867.  It  wiufi  allege<l  tliat  tlie  law  roK^uirixig  the  bank>s  to 
make  qaarterly  rep«jrt«  upon  certain  Hxed  days,  viz.,  the  first  Mondays 
in  January,  April,  Jnly  and  October,  was  taken  a<Ivantage  of  by  luony 
associationM,  which  placed  themselves  in  good  condition  Just  previous  to 
the  dates  upon  which  the  reports  were  required,  and  grew  careless  in 
the  iijter\als. 

IvPKRKRonosra  ov  thb  Systkm. 

The  neceeaity  of  more  effective  redemptions  of  notes  was  becoming 
tuore  and  moro  apparent,  and  this  dilHculty  and  the  practice  of  the 
banks  in  the  financial  centres  of  offering  interest  upon  the  deposits  made 
with  tliem,  to  induce  the  country  banks  to  select  them  as  depositories 
of  their  reserves,  was  held  to  cause  dangerous  accumulations  of  cur- 
rency in  New  York.  The  banks  In  New  York  city  themselves  recog- 
tho  custom  of  payuig  interest  on  deposits  as  one  that  imposed  an 
Itionnl  burden  on  the  banks  and  narrowed  their  profits.  Committees 
l>lnte<l  by  the  New  York  Clearing  House  reported  against  it,  but  to 
rday  Imye  never  succeeded  in  abolishing  the  cust«in. 
Mr.  llulburd  recommended  that  Congress  should  take  measures  to 
I  Mcure  a  central  redemption  of  notes,  and  forbid  the  payment  of  interest 
[Upon  reserves  deposited  with  bonks  acting  as  redemption  and  reserve 
ita.  The  Comptroller  also  considered  the  question  of  the  Hubstitu- 
of  l<»gaJ-teuder  notes  for  National  bank  currency,  arguing  that 
'\nt'--  '  by  the  Government  upon  the  Ixinds  deposited  by  National 

hank  iirlty  for  their  circulation  was  recouped  to  the  Treasury  by 

the  tates  paid,  with  the  eiception  of  about  three  millions  of  dolhirs. 
Tlie  taxes  at  this  time  consisted  of  a  license  tax  of  two  dollars  upon 
[each  ^,0(K)  of  capital,  of  one-half  of  one  per  cent,  upon  deposits  and 
in  excess  of  United  States  bonds  held,  of  one  per  cent,  upon  eir- 
tion,  and  a  tax  upon  dividends  or,  if  dividends  were  not  declared, 
ftrpon  proHts.  In  addition,  there  were  stauqis  upon  clieck.s,  notes  and 
1  bills  of  excliange,  and  many  other  documents  which  were  handled  by 
|th©  banks.  These  taxes  were  collected  part  by  the  Collectoni  of  Inter- 
,  Revenue  and  part  by  the  United  States  Treasurer.  The  Comptrol- 
ited  that  the  small  difference  between  the  amount  of  interest  paid 
Itipon  the  Unitetl  States  bonds  held  by  the  banks  and  the  amount 
Iretumed  by  taxation  was  more  than  made  up  by  the  fact  that  the 
|NiUinDMl  banks  held  about  a  hundred  milhons  of  legal-tender  notes, 
rhirli  amounted  to  a  loan  of  that  amount  to  the  Goveniment  without 
ilermt.  This  argument  appears  to  have  been  sound  at  that  time  when 
!  (sredit  of  the  United  States  wa»  not  so  goo«l  as  it  has  since  Ix^come. 
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In  1868  foarteen  National  banks  had  failed  and  been  placed  in  the 
hands  of  Receivers,  and  a  number  had  gone  into  voluntary  liquidation. 
Twelve  were  organized  tliat  year,  five  were  new,  one  a  State  bank  con- 
verted, and  six  were  in  place  of  other  National  banks  that  had  gone  into 
liquidation. 

A  Bank  of  RBDKMPnoir  Proposed. 

The  difBculty  about  redemptions  began  to  be  felt  in  a  new  way. 
The  law  provided  that  National  banks  might  close  their  affairs  by  the 
yoie»  of  their  stockholders,  owning  two-thirds  of  their  stock,  and  that 
such  banks  might,  after  one  year  had  elapsed  from  the  date  of  their 
liquidation,  retire  their  circulation  by  the  deposit  of  lawful  money  and 
withdraw  their  bonds.  The  law  in  this  latter  respect  was  permissive 
ratlier  than  mandatory,  and  seems  to  have  been  passed  with  the  idea 
that  it  would  not  do  to  let  the  banks  get  out  of  the  system  too  easily. 
It  was  soon  found  that  a  bank  under  it  could  go  out  of  the  National 
system  and  cease  buKiness  or  become  a  State  bank,  leaving  its  national 
circulation  outstanding  and  making  no  effort  to  retire  its  circulation  ok 
withdraw  its  bonds.  As  there  were  no  redemptions,  the  bank  might 
thus  obtain  the  benolt  of  its  circulation  for  an  indefinite  period  without 
subJtH>tiug  itM>lf  to  the  restrictions  of  the  National  Banking  Law.  The 
bank  taking  this  course  deprived  new  organizations  of  circulation 
to  which  thoy  were  entitled.  The  attention  of  Congress  was  called  to 
thi.<«,  and  the  Comptroller  8uggest«d  that  redemptions  might  be  rendered 
more  prnctlml  by  the  eMtablishmont  in  New  York  city  of  a  bank  with  a 
oapitiil  of  from  ton  to  fifteen  millions  of  dollars,  the  stock  of  which 
should  Ih'  hold  by  the  Niitional  banks,  whioh  bank  should  redeem  the 
not«^  of  all  the  National  associations.  The  expense  of  these  redemp- 
tions might,  it  was  also  {HUiitod  out,  be  paid  by  the  profits  of  the  banking 
business  to  U»  onrriwl  on  by  the  institution.  The  practice  of  certifying 
oluH'k.4,  and  the  um>  of  Nutional  Imnk  capital  and  credit  in  New  York 
city  ill  KtiH'k  ^<|MH•ulatlons.  bt>g2\n  to  attnict  attention.  It  was  estimated 
that  i^r(t.(HK>.(HH)  of  capital  and  ^113.(XHVHX)  of  credit  were  used  in  this 
w.iy.  Tht<rt>  had,  for  s(>vonU  years,  been  much  stringency  in  the  money 
ninrkot  in  the  fall  of  the  year,  sometimes  almost  ainoooting  to  panic. 
This  (MiluiinnttHl.  in  IStUV  on  Black  Friday. 

Tlio  Comptrollor,  in  1S(>S,  n>fors  to  tlib  condition  of  things,  and 
sugv»*»t»  as  a  reiuinly  that  a  wrtain  |H>rtion  of  the  legal-tender  notes 
should  U>  kept  ns  a  rt^stTve  in  the  Trt>asurr  and  issued  to  banks  deposit- 
iu<  I'uiUHl  States  Intuds.  .Vt  a  later  d.-ite  in  February.  1874,  James 
Huoll.  l*n>sident  v»f  the  liuixirtors  and  Traders*  National  Bank,  of  New 
York,  ill  ai\  iulerviow  with  the  Itankiui;  and  Currency  Committee, 
aM>riUsl  tlii>  nvurriiti;  Mriu^Mtcy  in  the  fall  to  the  fact  that  inadequate 
r\<«ii>iu|<tioit  of  National  Ivink  notes  KhI  to  their  c«>llection  in  the  flnan- 
oimI  \vnlr^<'>  during;  the  nu«»t  of  the  yt«ar ;  that  when  the  crops  had  to  be 
mov«\l.  ih««  Hudden  denianil  fn>«i  the  t>mntry  liank^  caused  a  coDtrae> 
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,  m  N*<w  York.     If,  on  the  other  hand,  redemptiou  at  one-quarter  of 
!  per  coot,  dlaoouut  iii  New  York  had  been  coiupulHory,  these  notes 
lould  have  been  sent  home  to  be  issued  only  as  legitimate  busine.ss  re- 
Humnl.    Hf  »n\i\  that  the  cnjps  under  the  preseutsystem  were  moved  by-  - 
ont  I  the  currency  instead  of  by  an  expansion.  a»  would  be  ihe-f^ 

'■OBse  .  inptions  enforced-     This  might  have  been  true  under  the/ 

conditions  existing  from  1868  to  1878,  but  owing  to  the  great  increase  in 
Gnvemment  paper,  the  Redemptiou  Agency  at  WaiiUlngton  has  not 
fuUIIled  this  expectation. 

Lkgislattos  ok  1869. 

On  March  3,   1869,  Congress  remedied  one  or  two  defects  in  the 
(.ttiuunl  Banking  Law.     Instead  of  requiring  banlu  to  make  report*  on 
led  ilays  in  January,  April,  July  and  October,  the  law  as  amended 
X4uLred  the  Comptroller  to  call  for  reports?  of  their  condition  on  some 
Bt  day  five  times  during  the  year.     This  prevented  the  bank  from 
aatirej  to  prepare  itself  for  making  a  good  report.     Reports 
•  ■Is  and  earnings  were  also  required  to  be  made  semi-annu- 
il>.  and  eertitlcatiou  of  chetks.  unless  funds  wore  on  deposit  to  meet 
ijeni,  was  forbidden  under  penalty  of  forfeiture  of  charter.     On  April 
18C9.  it  was  made  criminal  for  any  person  to  aid  or  abet  officers  of 
Tational  banks  In  any  of  the  acts  made  punishable  by  previous  law. 

Dtiriug  1869  nine  banks  were  organized ;  eight  of  them  were  new,  and 
tie  a  State  bank  converted.  The  Comptroller  said  that  the  operation 
^f  the  law  r»?<iuiring  reports  to  be  ma^le  for  past  days  was  satisfactory, 
iiid  that  under  it  the  reports  gave  a  much  better  representation  of  the 
ry  tranHactious  of  the  banks  than  the  reports  under  the  prexi- 
exbting  law.  The  abuse  of  retaining  circulation  by  banks  in 
ry  liquidation  was  again  adverted  to  as  well  as  the  necessity  of 
tral  redeeming  agency  and  the  custom  of  paying  interest  on 
eptiHtta.  Tlie  Comptroller  recommended  uuiformity  in  the  manner  of 
|;iiHf  the  taxes  then  paid  by  National  banks.  Part  were  paid  to  the 
iry,  and  part  to  the  collectors  of  internal  revenue.  lie  suggested 
If  the  le^aJ-tender  notes  w^ere  withdrawn  that  tliere  would  be  no 
t»jection  to  free  banldng  and  a  withdrawal  of  the  present  limit  upon 
tie  aggr^Ate  amount  of  National  bank  circulation. 

Pboposkd  Rksumptios  of  Spkcjk  Payments. 

Diacniauoiu'  upon  the  subject  of  specie  payments  in  this  and  previous 
years  indicate  that  the  general  idea  in  regard  to  resumption  was  that 
reiiretuent  and  cancellation  of  the  legal-tender  note.s  would  loUow 
nssQinption. 

George  S.  Co*-,  in  18(58.  in  a  letter  to  the  Hon.  J.  V.  L.  Pruyn,  of 

rUciOjieof  RepreMentativt;s,  upon  t  lie  natural  road  to  specie  iiaymentB, 

&ted  a  law  making  contracts  upon  a  gold  basis  legal,  leaving  the 

ler  DOt€«  to  be  absorbed  in   payments  to  the  Glovernment. 
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James  Gallatin,  uf  New  York,  in  the  same  year  addressed  to  Andrew 
Jobnxon,  Pretiidentof  the  United  States,  a  letter  entitled  "  Hard  Money 
and  Fre«  Trade,"  in  which  he  enumerated  many  of  the  plant!  for  resump- 
tion and  improving  the  finances  at  that  time  advocated.  There  was 
ono  to  iHsue  two  thousand  milliom<  of  six  per  cent,  bunds  payable  prin- 
cipal and  interest  in  gold,  in  which  all  the  indebtedness  of  the  Uuit«d 
States,  including  legal-tender  notes,  was  to  be  funded.  One  per  cent,  ot 
the  interei^t  was  to  be  paid  to  the  States  in  lieu  of  taxation.*  R.  J. 
Walker's  plan  was  to  obtain  a  ^50,000,000  gold  loan  in  Europe  to 
resume  specie  payment^.t  Another  plan  was  to  sell  demand  notes  pay- 
able in  gold  at  the  highest  possible  premium,  and  thus  absorb  the  legal- 
tender  notes.  Hon.  John  D.  Van  Bureu  sugge.sted  paying  7  3-lf> 
currency  interest  instead  of  six  per  cent,  in  gold.  The  Comptro'ler  of 
the  Currency  wanted  all  National  bank  notes  redeemed  at  a  common 
centre.  Mr.  Oallatin's  own  plan  was  to  legislate  as  little  as  possible, 
trust  to  the  natural  laws  of  trade,  preserve  the  public  faith  and  pnustiee 
ecunomy  and  retrenchment.  He  was  in  favor  of  a  loon  for  such  time 
and  at  such  a  rat«  of  interest  as  would  enable  the  Secrutary  to  sell  it  a^ 
ptu-  for  gold,  bat  flx  no  day  for  resuuiptio'tt. 

Opkkations  ok  thb  System  is  1870— LKOtsLATioa, 

During  the  yejxr  ending  November  1,  1870,  tliirty-seven  banks 
orgnnixtHl.  In  The  lx>glnning  of  the  year,  practically  the  full  amount 
of  cin'uliiting  notes  at  thut  tune  authorized,  viz.,  f3(KJ.0(K).000,  had  been 
Umu(m1.  New  battks  could  only  be  organized  by  procuring  the  si 
of  a  portion  of  the  circulating  notes  of  banks  already  lu  exk 
The  holding  of  circulation  became  a  privilege  which  oould  be 
by  th«  iMtnkii  that  possessed  it  at  a  premium.  Banks  tb&t  went  Into 
voluntary  liquidation  were  In  no  hurry  to  redeem  their  notes.  New 
institutions  hiul  tla-refore  to  buy  their  circulation  from  other  banks 
Uint  lm<l  myurtHl  a  privilege  for  more  than  they  wanted,  paying  fre- 
qutititly  n  prtMuSuut  of  OA  high  as  f<U  per  cent.  The  une<]ual  dlstributioo 
of  the  privilege  among  the  8tat«8  attracted  nmch  attention  under  such 
ciri'umiitances,  anil  It  wa*  as«erte<l  in  Congress  that  there  had  l>oen  an 
vmn  hi  the  oon^tnictitm  ol  the  law  under  whicli  the  diKtril>utuia  WM 
lOAdo,  which  had  brought  about  the  inc<iuality. 

The  year  1M7I)  was  fruitful  in  legislation,  and  attempted  legial 
affecting  the  National  banks.     The  bill  for  conxolidating  and  fuiMl'mg 
the  debt  Into  bonds  bt^nring  flvv,  four  and  n  liolf  and  four  pvr  iNtni. 
then  Itecame  a  law,     The  original  mensnrr,  lut  introduiNsl  and  Uiudly 
pOHH'illn  thcM4^nnto,  contninexl  st>ctlons  whirli  •  <rg, 

•nd  for  the  rr»»umptiiin  of  xpccle  p«ym«nits  t  lie 

Nntiiiunl   l>Aiik>      The  plan  wn«  tlint  the  Nntinuul  )'  uiy    tn 

existence  nhould  doiKwit  tlie  now  hondii  in  (tijuul  pro{i... ... :.     liX  IIv«m, 

•  To  ooinpiMMiM)  the  St«ta  far  iSp|>ririiK  than  at  the  rtftal  t«  tax  bUik  Maek. 

*  Tkto  t>Un  wma  the  un»  vinuaAjr  Mlop(»t  M  |ti«pu»tMa  for  i—iemllw  IB  I 
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four  and  a  halts  and  fours  as  security  for  their  circulation,  in  place  of 
the  nil  per  cent,  bonds  tJirn  held  for  the  pur|K)se.  The  circulation  of 
new  National  banks  was  to  be  baaed  entirely  upon  tlie  new  bond^,  which 
tliey  -could  buy  at  par.  The  only  limit  to  the  i*wue  of  increase  of 
Nntioiiiil  bank  eirtmlation  wiis  the  muount  of  lejj'U-tender  notes  out- 
Ktandiiig.  which  were  to  he  retired  as  the  National  bank  notes  were 
istfued.  The  honor  and  difficulty  of  the  resumption  were  thus  to  be 
thrown  upon  the  National  banks.  They  declined  the  task  Bought  to  be 
itupoeied  upon  them.  There  was  much  opposition  to  the  measure,  on 
the  ground  that  the  <iovemment  was  taking  advantage  of  tiie  banks  to 
r.ouii>eI  them  to  subscribe,  whether  or  no.  It  was  a  force  bill.  Their 
advocates  in  the  Senate,  and  particularly  in  the  House,  opposed  the  pro- 
^isioxi,  and  in  the  House  had  sufficient  strength  to  defeat  it.  In  the 
light  of  subsequent  events,  it  might  be  claimed  tliat  the  measure  was 
reaUy  a  blessing  in  disguise,  and  if  the  banks  and  their  advocates  had 
beoD  gifted  with  more  foresight,  they  would  have  been  in  favor  of  the 
neanire.  The  bonds  might  have  appreciated  in  their  hands,  the  sys- 
tem might  have  had  the  prestige  and  glory  of  bringing  about  the 
reeamption  of  specie  payments,  and  the  legal-tender  note  would  per- 
IM{»  have  been  permanently  retired. 

Mk.  Shkrmaji's  Speech. 

At  ie««t  Mr.  Sherman*  anticipated  nmch  benefit  to  the  National 
from  the  bill.     Even  to  ita  harshest  feature  be  thought  they  had 
Eval id  objection.     He  said: 

'The  Ikiit  Uiret  sections  of  the  bill  apply  to  the  National  back!),    *    •    •    tbey 

|.M«  uteTc  dmature*  of  law,    •    •    •    they  hold  their  existen<«  at  the  pleasure  of 

^CougrnB-    •    •    •    Wc  mo)- to-morrow.  1!  11  promote*  the  public  IntiTCBt,  withdraw 

,       •    •    •    They  bold  of  our  securities  #340,000,000 ;  nearly  all  of 

i  "fT  cent.  Interest  in  coin.     Wt>  will  not  deprive  them  of  any  of  them ; 

fwll!  rmi  'l-^iiy  thrm  rvon  tlje  paynn-ntof  six  per  cent,  (cold  interewt,  as  \ongafi  they 

[^■re  the  holdi-nt  of  these  Imnds.    But  they  hold  the  franehise  of  Issuing  paper  money 

I  by  llif  Unltetl  States,  whirh  eonstitutes  the  eirculallon  of  our  coantry; 

'  that  enjoying  that  franchise,  we  now  Htlpnlate  with  them  for  the  n-duc- 

&ter«!Ht  on  the  txindx  they  hold.    Tlie  provisions  of  the  bill  are  not  arbitrary, 

thcj"  arc  not  hanli ;  they  do  not  talce  from  the  Natlrmal  banks  any  rate  which  they 

enjoy,  exeept  one  (!onfe»sedly  at  our  pleasure.     If  they  are  not  content  to  enjoy  their 

franchli!*'  on  the  terms  proposed,  they  can  retire.    •    «    •    The  last  seetlon  is 

Iciriulcd  to  hr  a  fret'  banking  law,  opening  wide  the  door  to  the  orRanlzation  of 

National  Imulu  to  any  extent,  only  upon  the  condition  that  an  equal  amount  of  prcen- 

I  ImiI:     '    "  '     nMift'd  as  Uie  new  notes  are  ixsued.    The  only  Ihiiit  on  it  hi  the  amount 

I  cif  w  "ow  KiitaliiiHlluif,  and  when  they  are  exhauKtcil,  It  will  be  for  Congress 

•'■r  we  shall  go  further.    *    •    •    As  hanlt  notes  are  is.sucd,  l-nited 

tired,  thus  nhatiKTlng  the  Imrdcn  of  resumption  from  the  I'nitcd 

ciiuiT  v'l  •!['  ii'iiii^-  iiy  their  voluntary  consent." 

Bef erring  to  tlie  danger  of  the  defeat  of  the  part  of  the  measure  re- 
lating to  National  banks  through  their  opposition,  Mr.  Sherman  said : 
*  Sherman's  Spcevhes,  p.  2&8. 
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"  National  bonks  would  be  very  unwise  indeed  to  make  an  IsBue  on  this  qneatioD. 
If  any  man  here  Is  a  friend  of  the  National  bank  system  I  can  claim  to  be.  I  waa 
here  at  its  cradle,  introduced  the  original  banking, bill  and  advocated  it,  and  alao 
introduced  the  amendment  to  it,  conducted  it  and  saw  It  passed.  •  •  •  TbOf 
ought  not  to  obstruct  this  measure ;  their  interest  is  promoted  by  it."    *  .*    * 

After  the  defeat  of  the  sections,  he  said : 

"  I  wish  now  to  record  my  deliberate  judgment,  that  in  this  conolnsion,  to  whkh 
w©  have  been  compelled  to  arrive  by  the  action  of  the  House,  we  are  doing  tbe 
National  banks  a  great  injury,  which  will  impair  their  power  and  Influence  ummig 
the  people,  and  that  the  opposition  of  the  National  bank*  to  thitpnwtion  w(U  do  mon 
to  Mwufcm  (Old  datrvy  t/tem  than  anything  that  htu  tranipired  tinee  their  organttation." 

On  the  other  hand  it  may  be  said  that  while  Mr.  Sherman,  with  the 
«xceptional  foresight  of  a  statesman,  might  see  all  the  fatnre  advan- 
tages promised  to  the  National  banks,  the  view  taken  by  the  banks 
was  warranted  by  the  uncertainty  of  Qovemment  credit,  and  the 
bugbear  of  specie  resumption,  which  was  not  then  generally  re- 
garded as  so  easy  of  accomplishment  as  it  afterwards  proved.  The 
banks,  moreover,  were  justified  in  their  opposition,  by  the  fact  that 
there  was  no  market  for  the  four  and  a  halfe  and  fours  for  several 
years  afterwards. 

Their  interests  were  further  considered  in  tliree  separate  measares, 
which  became  laws.  One  of  these  extended  the  penalties  of  the  act  of 
June  3.  1864,  for  misdemeanor  of  bank  otBoers,  to  the  officers  of  National 
banks  organizt>d  under  the  act  of  February  25,  1863.  The  seccmd  pro- 
vided for  an  additional  issue  of  national  currency  to  the  amount  of 
•M,(XX).(XK),  and  the  withdrawal  of  1^5,000,000  from  banks  located  hi 
States  that  liad  more  than  their  proportion  for  redistribution  among 
banks  organized  in  localities  having  le«s.  This  act  also  provided  that 
asMX'iations  might  change  their  location  from  States  where  they  oould 
not  nH>eive  not<>s  to  States  where  they  could  do  so,  and  for  the  organixa- 
tiou  of  gold  Imnks.  The  third  compelled  banks  already  in  Uquidatkn  to 
retire  their  outstandiug  circulation  by  the  deposit  of  lawful  money 
within  sixty  days  from  tlie  date  of  the  act,  and  banks  thereafter  going 
into  liquidation  to  deposit  lawful  money  for  similar  purpose  within  dz 
luonths  from  the  date  of  the  vote  of  their  stockholders  dosing  the  insti- 
tution. It  also  providt>d  that  banks  in  liquidation  for  consolidating 
with  other  National  Itanks  need  not  retire  their  notes. 

l>f  the  thirty-sevon  hanks  organizt<d  up  to  November,  1870,  thlrty- 
!>««•  wt'n*  to  nH'«»iv»>  thoir  oinMilation  from  the  increase  allowed  by  the 
new  act.  One  gold  (tank  w]u«  started  in  Boston.  There  does  not 
apiH'ur  to  have  Innnt  any  hurry  tiixtn  the  Pacific  Coast  to  make  this  law 
availtkble.  The  idtvt  was  that  by  substituting  a  paper  currency  based 
t»n  g»>Kl  for  the  exclusive  g»>ld  currency  of  tliat  section,  at  least  tortj 
niillious  of  gold  would  W  n^leased.  which  mi^t  be  an  aid  to  the 
n«suuiptioi)  of  s{>«H*ie  itaymenta. 
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IhvTv  wure.  ut  lUe  close  of  1870,  two  htuidred  and  fifty  applications 

Iforuew  banks  on  l!le,  wliieh  would  require  a  oapititl  of  t27,<XK.l,0(X),  and 

|»  pr':  Kiuiit  of  circulation.     Twenty  biuik*  in  liciuidation 

lid  i;  i  iiott'fl  And  retired  their  ciri-ulatitm,  wliicli  when  it 

I  in  would  be  a\-ailable  for  new  banks.      Tiie  redemptions  of  muti- 

National  bank  currency  were  more  \igoroas  than  ever  before.    Up 

) October  1,  1130,897,318  had  been  returned  to  the  Comptroller's  office, 

17,{M8.llfl.  or  more  than  half,  within  the  year.     There  were  ertill  luiper- 

pctioiis  in  the  working  of  the  system  that  needed  to  l>e  removed  by 

tion.     The  T'ouiptroller  recommended  that  the  ofBeers of  National 

I  be  required  to  stamp  the  word  counterfeit  upon  all  notes  of  that 

ption  that  raiue  into  their  hands.     He  reminded  Congress  that 

Twos  no  law  compelling  banks  to  make  good  their  capital  stock 

bhtm  It  became  impaired,  the  only  peiuUty  being  the  stoppage  of  divi- 

ptnte,  that  stockholders  would  not  voluntarily  make  good  the  loss, 

id  that  consequently  such  institutions  lingered  on  in  a  sickly  con- 

tion  with  no  prospect  of  being  useful  to  the  public  or  to  their  stock- 

Dlders. 

There  was  some  complaint  of  the  alleged  practice  of  National  beuiks 

ling  illegal  interest.     In  regard  to  this  the  Comptroller  remarked 

that  the  heavy  rates  of  State  and  national  taxation  amounting  to  ab<iut 

five  per  cent,  in  all,  absorbed  so  large  a  prf>portion  of  the  proOts  of  the 

Jnoks  that  they  were  under  great  temptation  to  charge  higher  rates  in 

ier  to  make  reasonable  dividends.     The  payment  of  inter»?st  on 

pposits   was,    he  said,    a  practice    sanctioned   by   custom   and    well 

|»trcnchod,  and  would  then  be  hard  to  abolish,  even  if  its  prevention 

■  practicable. 

ISCKBASB  OF  CmcriiATioN — AcT  OF  JULY  12,  1870. 

The  effect  of  the  increase  In  the  limit  of  aggregate  circulation  from 
3l»0  to  354  millions  by  the  act  of  July  12,  1870,  wa«  seen  in  1871,  by  the 
ligation  of  145  new  banks  in  the  South  and  West.     Tlie  amount  of 
L-ulation  taken  in  the  Bouth  was  small,  and  it  was  estimated  that 
the  West  and  Northwest  were  supplje<l  there  would  still  bo  left 
'  ortwenty-flve  millions  for  Soutliem  banks  if  they  chose  to  apply 
it.     Five  National  btuiks  were  this  year  organized  in  New  Orleans — 
of  them  old  State  banks  and  two  new  institutions.     In  addition 
tb«  145  banks  which  took  out  circulation  under  the  new  limit,  ten 
wore  organized  in  localities  having  more  than  the  proper  pro- 
prtion  of  circulation,  and  obtained  circulation  surrendered  by  pre- 
oxistlng   banks.      Notwithstanding   the   relief  in  the  South 
Teet,  new  National  banks  could  not  be  organized  in  most  of  the 
pru  and  Middle  States,  no  matter  how  useful  they  might  prove  to 
public,  without  buying  up  from  other  National  banks  some  por- 
>D  of  the  amount  allotted  to  the  State  in  which  they  were  to  be 
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Very  few  banks  availed  themselves  of  the  rifrbt  to  change  tlieir  io 
tion  from  one  Htate  to  another  for  the  purpose  of  obtainia^  vLrvulntiOBu ' 
indicatiug  tliat  in  the  West  luid  South,  where  they  could  get  circula- 
tion, the  rat-e  of  interest  wai  so  high  that  there  was  httle  profit  in  it, 
while  in  the  Kast,  where  the  profit  was  greater,  circulation  could  not 
be  had.  The  First  National  Gold  Bank  of  San  Francisco  was  organized 
in  this  year,  and  the  CoiiiptroUer  expressed  the  hope  that  the  example 
wonld  Im-  followe<i  by  otlicr  organizations  of  the  same  kind,  when  the 
conveniiMico  of  the  new  curn.>ii<'y  was  experienced.  The  gold  bank  pre- 
viously organized  in  Boston*  did  very  little  business,  and  soon  went 
Into  vuluntury  li(|Ut(lntion  and  closed  its  alTuirs.  It  ne%'er  put  in  circu- 
lation any  of  the  notes,  some  $300, 0(.K)  in  all,  sent  to  it  from  Washington. 

John  Jat  Knox  Appointed  Cohptrollrr. 

In  April,  1872,  Mr.  Holburd,  Comptroller  of  the  Currency,  resided, 
and  WW  mooeedod  by  John  Jay  Knox.  The  license  tax  on  National 
banks  wn*  r«peal«Hl  after  May  1,  1871,  and  the  income  tax  after  Decem- 
lx»r  I,  1871.  The  former  ha«l  l>een  in  operation  from  May  1,  1864,  and 
tliA  amount  paid  by  the  National  banks  was  $3,322,688.  The  income 
tax  was  ImiMiMNl  March  1.  1HC9,  and  the  banks  had  paid  ^,5.'U),289, 
when  It  was  Hl)ollshed.  Up  to  November,  1872,  2,0(>1  banks  had  been 
organlted.  of  which  twenty-one  had  failed,  ninety-one  place<l  in  volun- 
tary liquidation,  leaving  1,944  in  operation.  Of  the  $54,000,1)0<J  of  new 
circulation  autliorized  to  be  issued,  (53,1)17,470  had  been  taken  by 
banko  in  the  South  an<l  West,  and  this  apportionment  still  left  adefl- 
elency  of  flO,(KK>.0<)0  in  the  Stales  that  had  not  received  their  propor- 
tion, Inasnmch  as  there  was  a  total  deficiency  of  $04, 000, tK)0  in  1870, 
when  (\iugreKS  granted  the  additional  $54,000,CXiO.  The  same  law 
riH|uired  the  C.'ompt roller,  when  the  additional  circulation  was  taken  up, 
to  iiiak<*  r<<<|uUltion  upon  certain  batiks  in  States  having  an  execwt  of 
circulation,  an<l  withdraw  |i25,0(H),U(Ml  from  them.  If  this  portion  of 
the  act  hiui  iM-en  carried  into  effect  the  withdrawal  would  luive  been 
made,  |a,018,0tX»  from  four  lianks  in  New  York  city.  9ll.4(u'),0f)O  from 
thlriy-sU  tmnka  in  the  city  of  Boston,  |e,894,lKK)  from  flfty  thr««  oonxt- 
try  baato  of  Mwaobo—tto,  V.MT.OOO  fn>in  fifteen  banks  in  (.Tonnectl- 
cot,  mm)  tS,(l88,000  from  nlxtiMn  banks  in  the  city  of  Providence.  By 
thaa*  witltdrawals,  all  the  ttanks  in  Maia«ehuM>tts,  Ithode  Island  and 
Conoaoticttt  wonld  b«  niduced  to  a  uniform  limit,  not  exoeediog^SOO,- 
000«iaeh. 

The  dtmcnlty  in  carrying  out  this  withdrMwal  conMist«d  In  Iba 
lack  of  mean*  of  g»<ttuig  in  llii*  note*,  rw-ii  if  the  lnonks  dr|KNittMl  law- 
fnl  wooey  In  the  Treiwiury  for  Ihelr  rv^lcwpliufi.  If  tb«  banks  dkl 
not  fvapood,  the  t'omptrolier  could  sell  their  bonds  and  daposlt  rall- 
cient  of  ibo  procenlw  in  the  Treasury.  If  tberv  waa  pn-wur«  for  ebtiq- 
UUuB  la  Um  kwaUtiM  tmUtlvd  to  It,  tJie  notea  wllbdrawn  would  b« 

MatloMl  Q«M  Buta. 
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gathered  up  and  assorted  by  broken,  who  ooald  sell  them  to  the  new 
banks  at  a  premiam  of  from  four  to  six  per  cent.  This  practice,  which 
the  Ccxnptroller  thought  should  not  be  oncouraged  even  indirectly  by 
lair,  was  sure  to  find  exercise  under  the  withdrawal  provision  of  1870, 
and  therefore  he  recommended  an  issue  of  $5,000,000  additional  circu- 
lation during  each  year  for  five  years,  to  banks  in  States  where  less 
than  the  proper  proportion  of  circulation  had  been  received.  In  1872 
he  farther  recommended  that  banks  should  be  authorized  to  oommenoe 
boainess  upon  the  deposit  of  |10,000  In  bonds. 


VIII 
PROGRESS  OP  NATIONAL  BANKING  SYSTEM,  187»-1878. 

Crittoism  of  fixed  reserres  —  Great  flre  in  Chicago  —  Locking  up  money  In  New  York 
—  Action  of  clearing-house — United  States  not  preferred  creditor  of  Natknud 
banks— Evasion  of  ten  per  cent,  tax  law  — Marking  coonterfett  and  sporloiui 
notes— Panic  of  1873— Issue  of  clearing-house  loan  certlflcates- Panic  inveatl- 
gations  —  Reforms  of  clearing-house— Forced  redemption  of  notes  proposed— 
Withdrawal  act  of  1870,  difficulty  of  execution — Proposed  exchequer  bank — Act 
of  June  20,  1874— Opinion  of  Attomey-<ieneral— Fluctuations  of  circulation— 
Operation  of  Section  4,  act  of  1874  —  Large  reserves  held,  1874-75  —  Comptroller's 
report  of  1875— (iold  notw  in  California— Operation  of  redemption  agency — 
Designs  and  denominations  of  National  bank  notes—  Discrimination  in  the  tax- 
ation of  bank  shares— Twon-ent  .xtamp  tax  — I' sury— Printing  of  notea- Na- 
tional bank  law  consolidated  in  rt>vised  statutes—  Recommendations  in  ISn,  '77 
and  '78. 

The  Law  of  Fixed  Reserves. 

Gold  banks  were  gradually  making  way  in  California,  as  their  notes 
were  found  a  more  convenient  form  of  currency.  The  banks  were 
usually  stronger  in  ret^erve  than  the  law  required.  Some  objectioDft 
were  from  time  to  time  made  to  the  requirement  by  law  of  a  fixed 
reserve,  inasmuch  as  the  natural  laws  of  business  would  induce  bankers 
to  keep  what  was  necessary.  An  arbitrary  limit  was  sometimes  tea 
great  and  sometimes  too  small.  The  Comptroller  replied  that  the  law 
of  rejierve  did  not  in  the  least  interfere  with  good  bankers,  who  woald, 
even  if  there  was  no  law,  at  all  times  keep  an  adequate  reeerve,  bat  it 
did  have  a  good  effect  on  ignorant  and  re<'kless  banks. 

The  Chuaoo  Fire,  1871. 

The  great  flre  at  Chicago  occurred  October  8-11,  1871,  and  the 
buildings  of  eighteen  National  banks  were  totally  destroyed.  It  was 
aiiticipattHl  that  they  would  su.otain  in  nrany  cases  an  almost  entire  loss, 
but  after  the  safw  nvtivertHl  fn>ni  the  niins  were  opened  it  was  found 
that  the  Inioks.  jmiK'n*.  et«'.,  were  in  a  t*ondition  to  permit  the  recovery 
of  di'bt.i.  The  liiss  ufton  dis<\>unt<Hl  {Mk{M>r  was  about  fCOO.OOO,  and  the 
iMilin>  loKS  t>\|H>rion4v«l  was  uuire  than  (>ovore<l  by  the  surplus  which  the 
luniks  had  HocuuiulnttHi  under  the  pnniiiion!:  of  the  National  Banking 

I.IIW. 

In  April,  1S7I.  notwithstanding  the  law  of  February  3.  1869,  forbid* 
iling  I  lie  l(H*king  up  of  money,  over  I^.TtKl.lNHl  was  drawn  oat  on  ehedt» 
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by  <mo  depositor  of  n  NntionaJ  l)ank,  'H'liich  ordinarily  would  have  gone 
tiirough  the  cleanng-house.  The  object  was  to  look  up  money,  but  the 
luiniier  in  which  it  was  accouiplished  did  not  strintly  lay  the  drawer  of 
the  clieeks  liable  to  the  law.  The  pl»?aring- house  association  passed 
lioiu>  diitapproviiig  sQvb  transactions. 

T?HTKO  9TATB8  KOT  A  HHKFKRRBD  CRBDITOR  OF  PaILKD  NATIONAI. 

Baxks. 

AiuoDg  the  twenty-one  t>aiiks  that  bad  failed  and  been  placed  in  the 

Ih&ndKof  Retvivers  were  some  that  had  been  depositories  of  the  public 

BKiney.     The  National  Banking  Law  required  u  pro  rata  distribution 

of  the  realized  aasets  of  the  failed  iustitutionn  among  all  its  creditors. 

lie  Treasurer  of  the  United  States  rai-sed  the  question  whether  an  old 

»w  of  1?.^  which  made  the  United  State*  a  preferred  creditor  in  the 

)  of  bankrupts  and  insolvent-.t  did  not  continue  to  apply  to  insolvent 

National  banks,  uotwithstaudiug  the  proviHion  of  the  National  Banking 

iw.     The  question  was  Hnally  settled  in  1882,  by  the  decision  of  the 

'United  States  Supreme  Court,  in  the  case  of  the  Cook  County  National 

Batik  f^  Chicago,  that  the  United  States  was  not  a  preferred  creditor  of 

an  insolvent  Natiooal  bank. 

Btasion  ok  Tbh  Pkb  Ckht.  Tax,  and  Markhto  of  Countkrfeits. 

In  eonie  parts  of  the  country,  especially  in  the  South,  the  law  im|K)a- 
iog  a  tax  of  ten  per  e«nt.  upon  State  bank  circulation  and  fractional 
notes  was  disregarded  or  evaded.  The  State  of  Alabama,  in  defiance 
of  the  provision  of  the  United  States  Canstitution  forbidding  States  to 
emit  billa,  issued  small  notes.  Savings  banks,  municipal  corporations, 
cfttm  and  towns  and  railroad  companies,  issued  receipts  and  certiilcates 
which  circulated  as  money.  Many  State  institutions  and  individuals 
lUWiiDed  the  title  National,  giving  the  imprecision  that  they  were 
National  banks,  under  the  restrictions  of  the  national  law.  The  Comp- 
trrdjnr  called  Attention  to  these  matters,  and  also  renewed  rceomtuendiir 
tion*  that  the  law  should  be  amended  to  compel  National  bank  ofBcers 
to  mark  all  counterfeit  and  spurious  notes  that  came  into  their  posses- 
■ian,  to  compel   banks  to  ret>iore  lost  capital  or  go  into  litiuidation. 

»e  atieuipt«  had  been  made  to  organize  banks  by  paying  capital  in 

ek  notes.  Up  to  November  1,  1872,  |86,695,81i5  in  mutilated  notes 
be«n  returned  to  the  office,  over  sixty-eight  millions  of  it  within 

t|««k|^liree  years. 

Thk  Panic  of  18r3. 

The  year  1873  was  the  tenth  year  of  the  existence  of  the  National 
I  bulking  rystem,  and  there  were  1,980  banks  in  operation.  It  i.'*  further 
1  dBattnguiuhe*!  by  the  great  financial  panic  which  commenced  in  Septem- 
^Vber with  the  fnilure  of  the  privat«  banking  Arm  of  Jay  Cooke  &  Co., 
F^'which  had  gained  great  wealth  and  prestige  by  its  operations  in  (iovem- 
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uient  securities  daring  and  subsequent  to  the  war.  Coincident  with  this 
failure  was  that  of  the  First  National  Bank,  of  Washington,  and  that 
of  the  National  Bank  of  the  Commonwealth,  of  New  York. 

ISSCK  OF  CliKARINGhHOUSK   LOAN  CERTIFICATES. 

The  general  distrust  caused  demands  upon  the  bantcs  by  depositors, 
and  tlie  country  banks  drew  upon  their  city  correspondents.  Between 
September  12  and  December  26,  the  aggregate  individual  deposits  were 
reduced  from  (622,685,563  to  $540,510,602,  and  amounts  due  from 
reserve  agents  from  $96,134,120  to  $73,032,046.  To  relieve  themselves 
of  tlie  pressure  the  New  York  associated  banks  authorized  the  issue  of 
clearing-house  loan  certificates  to  any  bank  a  member  of  the  clearing- 
house, upon  its  bills  receivable  and  other  good  assets.*  These  certifi- 
cates took  the  place  of  cash  and  cash  certificates  in  the  settlement  of 
balances  between  the  banks,  and  were  virtually  a  loan  of  the  credit  of 
the  association  to  such  banks  as  required  it.  The  measure  was  effeo- 
tive,  there  were  no  other  failures,  and  within  two  months  confidence  as 
far  as  the  banks  were  concerned  was  restored.  The  country,  however, 
did  not  recover  from  the  general  prostration  of  business  which  ensued 
until  after  the  resumption  of  specie  payments  in  1879.  The  pablie 
mind  whs  ku  impressed  with  the  terrible  distress  prevalent  after  Sep- 
teml>er,  1873,  that  the  cauiies  of  the  catastrophe  were  investigated  with 
great  t^agemess.  A  very  common  view  was  that  the  provision  of  law 
rtH]uiring  or  pt>rniittiug  National  banks  to  keep  a  large  proportion  of 
their  rt'wrve.s  in  tlu«  tliiancial  centres  collected  a  larger  proportion  of 
the  currency  tlu'rt>  than  could  be  used  for  legitimate  business.  More- 
over, the  city  iMinki*  in  competition  among  themselves  bid  for  these 
deiMNiitii  fnnu  the  uut.tide  iMuikji.  by  offering  to  pay  interest  upon  them. 
In  ortlor  to  ninko  u  pn>rtt  tho  banks  were  forced,  in  the  absence  of  other 
op|Mtrtuniti«>s.  to  Umiu  to  s|>e<>ulators.  and  thus  the  overtrading  and 
niMvulHtion  which  ari>  so  apt  to  end  in  financial  disaster  were  encouraged. 

lNVKsTU».\TU>x  Axn  .\iTiox  OK  Nkw  York  Clkariso-Hovsk. 

The  New  York  (.'IcHring-House  AssMnntion  was  seized  with  a  spasm 
wl  virtue,  and  n  ootuuutt<H>  wtut  apiK>inted  to  report  on  reforms  In  the 
Ivtiikint;  buMut«s.v  Tlu»  couunitttv  r»>|x>rted  in  November.  1873.  in  per- 
ftvt  »i^<«>r<huuH>  with  the  tone  of  f«H>liiig  that  led  to  their  appointment, 
H^iin>t  ivtyiug  iutort>st  or  prvH'urii^;  it  to  Ite  paid  on  deposits,  against 
tvrtifyiutf  oluvks  wlu'r\>  thor\'  was  not  a  iH>rrt»sponding  credit  to  the 
dr»«<<r.  ill  f:iot.  :i>:aiust  all  of  tlio  woll  known  and  profitable  vices  of  the 
a.v»».-i;»t«sl  Ivtuks.  The  rx>jH>rt  w;i.«.  .H.lopitNl.  but  when  the  patient  began 
ton>s>Nor,  all  tho  j^v>»l  rt>solutions  were  trnidually  forsrotten.  and  the  old 
prai'tiiM^  «<'n*  «»HvV  ui«»rx»  ti»l«'Rit«sl  In  (.-»ot,  it  is  very  doubtful  whether 
iho  (Miiit*  x».-»>  ill  Jinx  way  the  r«*sult  I'f  iIu-m*  praotiiv*. 

•  n»- iK»»>f  .'f  .liV«r'.n<.h.Ki'«'  Kvin  .vM;1..4li->  »»»  BrjH  a>lt«ptc*)  by  the 
)vii)k«  .-I  Nvfi   \\-rk,>.t\  i»th«->>i«»  !'«''- 
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Otbere  thought  that  If  the  law  had  been  sucb  at)  to  have  required 

prompt  redeiuptioD  of  National  bank  notes  at  the  reserve  centres,  tb(> 

halmiceji  would  have  been  larjB;ely  required  for  this  purpose,  and  the 

mipplf  of  corrency  at  the  centres  would  also  have  been  diminished  by 

tlw>  fpturn  of  the  redeemed  notes  to  the  bank  tliat  issued  tbeni,  and 

Jhat  the  country  btuiks  when  demand  was  made  on  tlieui  by  their 

titor»  would  have  been  able  to  meet  it  by  reissuing  their  own 

and  would  not  have  t)een  forced  to  call  upon  their  city  corres- 

[poadent*. 

FOBCBD  Rkdkmptioss  Pbopo8KP. 

lu  order  to  secure  such  a  rodeuiptiou  it  was  generally  admitted  that 
tft  would  \ye  neceesary  to  allow  the  redeeming  banks  a  discount  of  from 
'  I  to  one  quarter  of  one  per  cent.   The  Comptroller  in  his  report 
liw;nsse«  tbe  question  of  redemption  and  points  out  that  the 
national  bank  note  currency  had  always  been  equal  to  the  legal-tender 
ote;  ttiat  if  the  banks  were  allowed  to  redeem  them  at  a  discount  of 
tie  quarter  of  one  per  cent.,  the  public  would  pay  for  any  supposed 
It  to  be  derived  from  the  measure,  at  the  rate  of  ^00,000  per 
if  the  whole  currency  were  redeemed  once  in  each  year,  and 
lore  if  re<leemed  oftener.     He  admitted  that  such  a  system  would 
niilt  in  the  return  of  notes  to  the  country  banks  at  seasons  of  tlie  year 
iben  Dot  needed  to  be  paid  out  when  demand  uicreased,  and  would  give 
at  tbe  time,  was  exceedingly  desirable,  elasticity  to  the  currency. 

DrFFici'LTT  Mf  Withdrawal  of  Circulation. 

It  wa»  found  impossible  to  withdraw  the  $25,()()0,000  of  circulation 
itbarized  to  be  withdrawn  by  the  Act  of  1870,  from  banks  in  States 
iving  mure  than  their  proportion,  with  any  prospect  of  redistributing 
;  to  brinks  in  sections  entitled  to  it,  unless  the  latter  would  pay  a  pre- 
liutu  for  gettuig  it  redeemed.  The  Comptroller  recouiniended  the 
of  iJ25.000,0<Hi  of  additional  circulation  instead,  and  also  the 
beation  of  new  banks  upon  the  niinnuum  deposit  of  ^10,(XK}  in 
The  net  profit  on  circulation  to  country  banks  w^as  less  than 
te  percent.,  and  to  banks  in  redemption  cities  less  than  one  and  a 
'  peir  cent.  There  was  little  danger  of  excessive  issue  of  circulation 
free  banking  were  authorized,  and  to  secure  proper  redemption  the 
4UBOtLut  slioald  be  increa."<ed  until  the  notes  were  at  a  discount  of  one- 
ith  of  one  per  cent,  in  the  cities.  Two  bank.s  were  this  year  placed 
the  bands  of  Receivers  for  illegal  certification  of  checks. 
In  Ibis  year  a  series  of  letters  were  published  in  New  York,  written 
I).  U.  Loudon,  advocating  the  establishment  of  what  was  to  be 
as  tbe  Exchequer  Bank.  It  was  to  stand  in  the  same  relation 
I  Govorument  of  the  United  States  as  the  Bank  of  England  to  that 
of  Eosland.  Like  the  last-named  bank,  the  Exchequer  Bank  was  to 
cirvulatiou  against  (iovemmeut  debt  and  gold,  was  to  negotiate 


no 
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and  fund  GoTemmeat  loans,  aad  gooerally  to  oury  on  the  fi«M«rMwti 
openktiuos  uf  the  (iovenuuent. 

Act  op  Johb  20.  1874 — Najik  or  Law  Cbasobd. 

Tlie  tnlk  about  redemption  aud  redistribation  of  the  National 
ourrency  which  had  been  going  on  fur  >°e«ni,  at  Last,  la  1S74,  iai' 
tb«  pnwnge  by  Congrem  of  the  act  of  June  2U,  1S74.  Thia  act  clianged 
the  naine  of  the  National  Currency  Act  to  National  Bank  Act,  aiid  did 
away  with  reserve  apon  cirealation,  and  in  lieu  thereof  eetablislted  a 
•)rat«m  of  redemption  of  bank  notes  at  the  Treasury  Department,  the 
Met  of  wliioh  the  baiikr<,  instead  of  the  public,  were  to  pay.  All  the 
ehariMsi)  for  transportation  to  Washington  and  for  tucKtrtnient  of  the 
notes  Were  ut  the  expense  of  the  ai«sociatioo»,  which  were  now  nUwi  for 
the  flnt  time  rtHpiired  to  pay  the  expense  of  engraving  the  platt^  from 
which  their  notes  were  printed,  thus  changing  to  this  extent  the  law 
of  1864.  which  pro\ided  that  all  expenses  of  preparing  platee  and  print- 
lof  notes  sliould  be  paid  from  the  proceeds  of  the  tux  on  oirculatioti. 
Moflt  of  the  notes  sent  for  n?demption  came  from  the  cities  which  had, 
under  the  original  law,  been  redemption  cities,  over  one-thitxl  of  the 
whole  from  New  York  city,  indicating  that  the  expense  of  traiisp«>rta- 
tiou  charged  to  the  banks  would  have  been  considerably  lighter  if  the 
BedemptioTi  Agency  hod  been  established  at  New  York  instead  of  at 
Washington.  The  great  feature  of  the  law  of  1874  was  contained  in 
Saotlon  4  and  peruutte<l  the  banks,  whatever  their  capital,  to  withtlmw 
their  bonds  down  to  a  uiitiiuium  of  850,000,  by  depositing  lawful  money 
with  the  United  States  Treasurer  to  retire  their  circuiatuig  notes.  It 
was  Intended,  most  probably,  to  correct  the  defect  in  the  act  of  1870, 
and  to  facilitate  the  withdrawal  of  the  t35, 000,000  provided  for  in  that 
■et,  also  further  insisted  upon  in  the  act  of  1874;  but  its  effect  upon 
Matlon&l  banks  and  their  circulation  has  been  more  far-reach hig  than 
waa  npeeted,  and  has  given  rise  to  more  discoasion  than  almost 
other  single  provision  of  the  National  Banking  Law,  aa  will  hi 
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It  had  Immediate  effect  in  inducing  the  voluntary  retlreoieal 
large  amount  of  circulation  by  Iwuiks.  There  was  at  this  thne  a  _ 
mium  of  over  twelve  per  cent,  in  curn>ncy  u[miii  the  six  per  Mbl. 
United  States  bonds  depotuted  by  the  banks  as  sei-urity  for  tlielr  elNn> 
latiou,  aud  tlte  banks  in  the  localities  liable  to  bo  called  upon  fur  the 
•orrander  of  the  t23,0<iO,000,  found  that  by  depositing  lawful  loumi^ 
and  aelllng  their  bonds,  they  oould  realize  this  premium.  An  oplnioo 
wa«  oblaiued  from  the  Attomey-Oeneral  as  to  the  proper  way  to  csarry 
cut  the  withdrawal  of  t2fi,it00,000  as  providcil  by  tb*  law  of  1674.  that 
tbw  Comptroller  mip  notr*  to  ii '  '  lo,  and  buIk  { 

Mqaentiy  makr  J  iiforanc«]unl'i:  uikai 
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to  mirrender  ttieir  circulation.     The  Attorney-General  suggested  that 

thii  iDiKht  reault  in  a  teiuporary  issue  iu  exeesa  of  the  lituit  of  $354, UOO,- 

j  (KX),  bnt  to  mucli  was  coming  in  by  voluntary  surrender  that  there  was 

little  danger  of  overstepping  that  limit.     This  course  being  pursued, 

lUtfiv  WAS  never  any  nei^estjty  of  making  r«^ui.sition,  inasmuch  as  the 

'<»lantary  «iirrender  supplied  sufficient  to  make  good  all  issues  to  new 

iik.s.  and  keep  the  aggregate  circulation  within  the  prescribed  limit. 

Under  tiio  provisions  of  Section  4  of  the  act  of  1874,  the  outstanding 

trcolation  uf  Lanke  in  operation,  gradually  diminished  from  (S340,267,- 

1874,  to  «290,002,057  in  June,  1877.     From  tliat  date  it 

luaLly  to  increase,  and  with  some  fluctuations,  attained  a 

nnx{oiuuiof  $325,018,161  ui  1881,  since  which  time,  it  has  gradually  and 

penfstently  decreased.     From  1874  to  1877,  the  currency  preiuium  upon 

United  Htatea  bonds  gradually  fell  as  the  tune  of  specie   payments 

approached,  and  as  the  value  of  National  bank  and  legal-tender  notes 

approached  a  gold  basis.     As  long  as  the  bonds  commanded  no  premium 

i'  ition  increaiWHi,  but  when  after  1881  a  premium  on  the  bonds 

id  by  the  gold  standard  appeared,  the  circulation  again  began 

to  diminish. 

HhD  Cosunios  OF  Notes,  Effect  of  Act  of  1874. 

In  his  report  for  1874  the  Comptroller  expressed  the  opinion  that 

the  rtHieinption  law  of  1874  had  for  its  chief  object  the  purification 

r  than  the  redemption  of  the  National  bunk  currency.     The  notes 

in  notoriously  bad  condition.     That  a  redemption  in  legal-tender 

notes,  simply  for  the  purpose  of  obtaining  the  latter,  was  not  to  be 

expected,  because  the  legal  tender  notes  formed  the  largest  part  of  the 

circulation  and  could  be  readily  obtained  by  those  who  might  need 

them  for  the  spet^al  uses  for  which  tJiey  were  better  than  National 

bonk  notes.     These  uses  were  two,  to  make  legal-tender  payments,  and 

to  tie  held  as  bank  reserves.     They  were  less  in  demand  for  the  latter 

nrpoee  since  the  law  no  longer  re<iuii^  a.  reserve  upon  circulation. 

lis  was  trne,  and  but  for  the  operation  of  Section  4  of  the  act  of  1874, 

lie  Redemption  Agency  at  the  Treasury  would  have  had  but  little  to 

I  after  the  worn-out  currency  had  l>ecn  replaced  by  new  notes.     That 

tion,  however,  caused  an  unforeseen  demand  for  legtil-tender  notes 

n  new  purpose,  their  deposit  with  the  Treasurer  in  order  to  retire 

;olatian,  and  witlidrawand  secure  the  premium  upon  bonds.     Banks 

aring  to  withdraw  their  bonds  gathered  up  National  bank  notes  and» 

them  in  for  redemption  iu  legul-tender  notes,  in  order  to  deposit' 

'  legal-lender  notes  to  get  the  bonds.      The  banks  whose  notes  were 

ined  hrid  to  send  legal-tender  notes  to  replenish  the  five  jjer  cent. 

id.     Tliere  was  thus  a  twofold  demand  for  legal-tender  notes  arising 

Mu  the  desire  of  tiie  banks  to  realize  the  premium  on  their  bonds, 

rhic'h  kept  up  an  exceedingly  active  redemption  of  National  bank  cur- 

jcy,  even  after  alt  tlie  worn-out  and  niutilate<i  notes  had  been  replat^ed 
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by  new  ones.  The  evil  effect  of  this  uiucii-discussed  section  was  putlf 
due  to  a  defect,  inherent  in  any  ei tensive  banking  system  based  npon 
Government  securitieB.  Whenever  tlie  securities  ri»e  in  price,  unleea 
there  are  additional  isitues  of  circulation,*  the  proflt  on  circulation 
become*  w>  huuiII  that  the  bank^  prefer  to  Mirrender  it  and  take  back 
thefar  saeurtticH.  Additional  isHues,  at*  the  price  of  bonds  rises,  are 
imiiafe.  It  watt  more  Ju«it  to  the  banks  to  give  them  the  op|iortuttitf 
of  withdrawing'  their  bondN  and  not  c()uii>el  theui  to  sustain  a  circula- 
tion at  a  loss.  The  only  further  question  is.  could  not  the  two  objects 
of  purifyiuK  the  currency  and  permitting  the  banka  to  withdraw  bundo 
whoii  thoro  wit«  no  pn>flt  on  cin-ulation,  have  been  accomplifjhed  with- 
out till-  UKO  that  was  made  of  the  lt'K«l-tcnder  note,  which  use  »pivc«  it  a 
prominency  and  a  value  with  baukstuid  bjinkers,  and  the  Treasury,  which 
have  had  much  to  do  with  fastening  it  on  the  country  as  a  penuaueot 
ourrency,  If,  Instead  i>f  retiulringtjie  redemption  of  National 
notetJD  letffil  tender  notCH.  any  bank  hiid  U'cn  permitted  to  redee 
notM  in  thone  of  any  o(h<'r  National  bank,  the  circulation -could  hav« 
b6«n  purified  by  a  clearing  syNtem,  carried  on  at  the  Redemption 
Agency,  and  the  reception  of  the  notes  of  any  National  bank,  except 
Ita  own,  fronk  a  hank,  for  the  tvtirement  of  its  own  note^t,  would  iu  the 
MunA  way  have  pennittcd  the  withdrawal  of  bonds  as  the  circuIatioD 
beouai*  unprofltablo  The  balances  only  would  have  been  paid  in 
iMgAl'teudcr  note*,  or  after  the  resumption  of  specie  paymenta,  Id 

TlIK  Haxk  Rkskuvks. 

The  act  of  1874  abolished  the  redemption  agradee.  but  it  did  not 
repeal  the  taw  permitting  bank*  to  keep  a  m^rtain  propurtioo  of  their 
waerraa  In  the  raaerve  dtlea.  A  provisiou  requiring  banks  to  keep  all 
thaif  numt  at  hMae  pawed  both  the  1Ioum<  and  tlie  Senatr,  but  wa» 
•tniek  oat  tu  OOnferMiea  eoniuiittee.  The  change  in  the  rewrve  law 
rMlured  tlia  required  r>tiry«  of  legal  t«udt*r  uutcn  by  over  0:iii.Oui),uOO, 
bat  naiwliliatandli^s  the  radnatian  of  tli«  reqalreawiit,  the  banks  held 
lonrTM  more  than  aqnal  in  amoant  to  the  former  requiremeot.  Thia 
Indkiatrd  tltat  tba  hndnw  of  the  eoontry  haul  beea  ao  redneed  ainee 
tl>*  p— In  that  tb*  eonwtey  «m  aft  ihb  tkn*  wtdmwiant  Tba  daporift 
•thiial  toadar  Dotaa  b  Um  TiMMVjr  to  Mtli<»  MiOaaal  bank  drail*' 
Han  had  >  liflwuy  to  ««p>Bd  Um  olrealallaii. 

were  placed  to  the  eredlt  of  einolatioa  aeeooat  In  dw  g 
aflaln>*«l>Mia«aflMaBtmBrTawnakcpt.  AUobovatlwi 
««r»  paU  ottt  aa  wqahod.     Tha  National  bank  ootas  eaoM  in  for 
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rwlrmption  by  d^rees,  and  it  was  only  by  the  elow  proowsa  of  their 
redemplion  XiimX  oontraotioo  ooald  be  broaght  about. 

Taxatioh  of  NATiosAii  Baxk  Sharks. 

TIk-  ratp*  »)f  taxation  imposed  on  the  National  banks  under  State 
luid  niuniiripal  antliority  were  exceedingly  onerous,  and  tlie  more  8o  as 
(itlier  insritiitioiis  dc^Uinjf  in  money,  and  in  many  wnyN  coming  in  com- 
petition ^th  the  iMvnks,  were  not  taxed  to  a  corresponding  extent.  The 
^ntesof  tbistaxfttion  huposedon  the  banks  varied  in  different  localities. 

COHPTKOLLRR'S    RKPORT   FOR   1875. 

During  the  year  1H7.'>  one  imudr*d  and  seven  banks,  two  of  them 
Igold  bnnkt«,  were  ormmixed.  and  tlie  totjU  number  in  operation  on 
H'oveuiber  1  of  that  year  wa.s  2,092.  Tlie  act  of  June  20,  1874,  was 
liken  advantage  of  by  241  banks  to  retire  circulation  and  withdraw 
ieir  Ixradx.  In  November.  1874,  the  bunkx  liad  on  depo.sit  for  cireu- 
tion  ♦385,421,750  of  United  States  seeurities,  of  which  ^39,440,100  bore 
sterest  at  live  per  cent.,  and  tlie  remainder  at  six.  Tlie  six  per  cent. 
[>nd!<  were  at  a.  preniiuiii  and  there  was  a  proHt  in  taking  them  out  and 
tplflclng  them  by  fives,  issuetl  nnder  the  act  of  1870,  liut  many  of  the 
iks  found  it  more  profitable  to  retire  their  circulation  permanently, 
flie  featare  of  the  1874  act  for  withdrawing  circulation  from  banks  in 
lies  having  more  than  their  legally  allotted  proportion  never  went 
ato  operation,  ina.stuuch  its  the  act  for  free  banking  and  tlie  resumption 
specie  pajineuts  passed  on  January  14,  1875,  before  there  was  any 
C4fS8ity  of  making  requisitions  on  the  banks.  It  repealed  all  laws 
iiuiting  the  aggregate  amount  of  National  bunk  circulation,  and  also 
lie  laws  for  the  withdrawal  and  redistribution  of  circulation.  It 
joriied  tlie  tuilimited  issue  of  circulation  to  banks  organized  or  to 
K>^aiii7.ed  under  the  law,  but  required  the  retirement  of  legal-tender 
I  to  the  amount  of  eiglity  per  cent,  of  the  additional  National  bank 
I  isnaed.  The  operation  of  the  act  wan  to  reduce  the  total  volume 
the  paper  currency  of  the  country.  In  fact,  from  the  date  of  the 
to  November  1,  1875,  there  was  a  reduction  of  S!8, 763,756  in  legal- 
poder  notes,  and  a  reduction  of  $6,774,548  fn  the  volume  of  National 
ik  notes  outstanding,  making  a  total  of  over  iJp15,000,000  of  contrac- 
\a  about  nine  and  a  half  months.  Nine  National  gold  banks  had 
ired  in  California  with  a  gold  note  circulation  of  ^2,fi30,(M)0. 
^  of  1873,  the  effects  of  whicli  were  seriously  felt  in  California, 
'  the  suspension  of  the  National  Gold  and  Trust  Co.,  of  San  Francisco, 
bod  effect  upon  the  circulation  of  these  notes.  Before  that,  these 
ihnd  ttn  extensive  circulation  in  the  mining  regions  of  the  Pacific 
^iai«t,  on  account  of  the  saving  they  effected  by  their  superiority  over 
>In  for  puriH>ses  of  remittance.  The  prejudice  existing  in  that  section 
'  tbo  country  was  strengthened  by  the  troubles  of  1873,  and  tlie  notes 
cr*  di»credEt«d  by  the  State  institutions  and  private  bankers  in  which 
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most  of  the  banking  capital  of  California  was  invested;  so  WTi<«ng  it 
difBcult  to  keep  their  notes  in  circulation,  some  of  the  banks  deposited 
gold  in  San  Francisco  and  Washington  for  their  redemption. 

Operations  op  Rbdehption  Bureau. 

The  Redemption  Agency  established  in  the  United  States  Treasoiy, 
under  the  act  of  June  20,  1874,  received  up  to  November  1,  187S, 
National  bank  notes  amounting  to  ^19,336,445  of  which  forty-two  par 
cent,  were  sent  in  from  New  York  city.  Of  those  sent  in  $49,757,958 
were  returned  to  the  banks  as  still  fit  for  circulation,  and  the  remainder, 
which  included  notes  of  insolvent  and  liquidating  banks,  and  notes  of 
banks  retiring  under  the  act  of  1874,  were  sent  to  the  Comptroller  for 
destruction.  The  notes  so  destroyed  of  banks  in  operation  were 
replaced  by  new  notes,  sent  to  the  banks  to  the  extent  of  fl41,962,100. 
The  banks  objected  to  the  expense  of  the  redemptions  being  assessed 
upon  them,  holding  that  this  should  be  borne  by  the  holder  of  the 
note,  but  to  this  it  was  replied  that  in  such  case  the  notes  would  not  be 
sent  in.  The  Treasury  transmitted  by  express  legal-tender  notes  in 
payment  of  the  unassorted  bank  notes  sent  in  for  redemption.  Many 
of  the  banks  which  sent  in  the  notes  preferred  to  have  the  proceeds 
placed  to  their  credit  with  their  correspondents  in  the  redemption  cities, 
and  the  Comptroller  in  his  report  for  1875  suggested  that  if  such  trans- 
fers rould  be  made  by  the  Treasury  at  the  option  of  the  transmitting 
bank,  a  largo  amount  of  expense  could  be  saved. 

l>KNOMI>'ATIOSS   AXD    DKVICKS  OK   NATIONAL  BANK   NOTRS. 

The  ttrst  issue  of  the  National  bank  notes  (national  currency)  ooo- 
sisttHl  of  nine  denominations,  to  wit— i^l's,  $2'8.  |S*s.  flO's.  fSO's,  fSO's, 
tlUOV.  |t5(K)'s  and  f>l.(XX)'s.  A  similar  story  or  legend  is  engraved  on  the 
fa<v  of  tht>se  notes,  with  vignettes,  lathe-work  counters,  denominatioD 
in  tlgurt<!>  in  ct>mors,/d<',vi;Hi7«'  signatures  of  Register  and  Treasurer  of 
I'uittHl  Statt>s.  name  and  li>«>ution  of  biuik  of  issue,  etc.,  the  faces 
printt^i  in  black.  The  ImoRs  of  this  issue  iimsisted  of  a  vignette  printed 
in  blaok  in  tlio  ceutn\  surrttundtsl  by  a  irreen  printing  which  embraced 
the  dfnoiitinHtion  of  note  en^ived  in  lathe-work  and  other  misoellane- 
«ms  lettering,  als«t  two  small  oval  vi^iettes.  one  on  each  end,  being  the 
ttwt  of  anus  of  the  ^nitt^l  States  and  of  tl>o  State  or  Territory  in  which 
tho  iMtnk  iii  Uvatttl. 

#1  fa«t»s -- On  faiv  of  n«»to,  vigiietto  oalUil  •■<\>not"»rdia,"  two  female 
tl^irt-s  t'l:»>pii)>;  hand.o  anil  stauiUn^  (n  fn>nt  of  an  altar,  over  which  is 
tho  title  of  tho  Ivuik.  ^l  Kti'ks  ihi  Iviok  of  iioto  in  centre,  a  vignette. 
■•  l^n<lin>;  of  tho  Pilirrim*  ' 

if  fs»i'o>  « »ii  loft  >i«lo  of  uoto.  \ii:iiott«>  of  a  fonialo  tlirun*  holding  a 
tliitf.  oallo  I  '  ."^tarN  and  Stri|>«'<:  °  at  tlio  ri^rlit  of  tlii>  vimiette  is  a  lai^ 
tlcun*  ".*  '  <latlu>  work'  ui.dor  «hi<')i  i«  i  ni;nt\>^l  title  of  bank.  (S 
IvioW-    «»n  Kii'k  of  noto  in  tho  »vntr\>  i»  a  vijn»otlo  rt'prvventing  several 
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,  tignres,  ooe  of  which   is    HW  Wnht^r  Raleigh,   called    "  Introduoiug 
iTubiuxm  froiu  America." 

|5  faoea — Un   fao*  of  noU-f  iwc.  vignettes,  on  left,   "Discovery  of 
ad  by  Coluiubu*."'  on  rijfht,  '*  Introduction  of  the  Old  World  to  the 
Hew."    Title  of  hank  iu  centre.     ^  backs— On  back  of  note  a  large 
li,i^etiei,  '•  Ijunditi;;  of  Cuhinibiis." 

tlU  fac«8 — On  face  of  note  two  vignettes,  leftside,  "  Franklin  and 
idty;"    on   the  right,    "America  Seizing  the  Lightning."    flO 
)n  back  of  note  a  large  vignette,  "De  Soto  Discovering  tiie 
ippL" 
tSX)  tiMeo— On  (aoe  of  note  two  vignettes;  on  left,  "  Battle  of  Lex- 
»^on,"  on  riglit,  female  figure    'Loyalty."    $20  backs — In  centre  of 
SCO  large  vignette,  "Baptism  of  Pcxsahontas. " 
(60  facea — Two  vignettes  on  face  of  note ;    on  left,  ' '  Washington 
ing  the  Delaware;'"   on  right,  soldier  kneeling  in  prayer  ("Vic- 
')    ^50  backs — Large  vignette  in  centre,   "  Embarkation  of  the 
ilgrims." 
♦l<X)  fa4;e9 — Two  vignettes;  on  left,  naval  battle,  "Com.  Perry's  Vlo- 
<>n  right,  female  figure  with  fac<«,  "The  Union.''    flOO  backs — 
centre  a  large  vignette,  "  The  Signing  of  the  Declaration  of  Inde- 
pendenoe." 

$600  faces — Two  vignettes  on  face ;  on  left,  ' '  Civilization ; "  on  right, 
ourilM  soeoe,  "  Arrival  of  the  Sirios  in  New  York  Harbor,  IHSS."   $500 
backs — Large  vignette  in  centre  of  note.  "  Surrender  of  Gen.  Burgoyne." 
$1,U00  faces— Two  vignettes;  on  left,    "Scott  entering  the  City  of 
Mexico;"  on  right,   "U.  8.  Capitol  at  Washington."    fl.OOO  backs- 
vignette  in  centre    representing    "  Washington    Resigning  bia 
cmuniaBioa." 

Sbrirs  of  1875. 

iu  tiif  year  1875  the  national  currency  plates  of  all  denominations, 
liirh  liad  hitherto  been  engraved  and  printed  in  the  city  of  New  York, 
itrlit  to  Washington,  and  by  order  of  the  Comptroller  of  the 
deposited  in  the  vaults  of  the  Bureau  of  Engraving  and 
rlnciug.  These  plates  after  undergoing  some  sUght  alterations  by 
King  the  engraved  signatures  of  the  prior  Register  and  Treasurer  of 
lie  United  States  and  inserting  those  of  a  later  period  (also  adding  the 
iprint  of  the  Bureau  of  Engraving  and  Printing)  were  issued  aa  the 
ie*  of  1878." 

SSBtES  OF   18S2. 

p^t'Hr  1882  quite  a  change  was  made  in  the  national  currency 
tering  the  issue  to  '  series  of  1882. " 

design  was  engraved  for  the  face  of  fS's  only,  with  portrait 

[  Jamea  A.  <iarfle]d;  also  the  new  feature  of  inserting  in  the  border  of 

note  (on  face)  in  six  distinct  parts  the  charter  number  of  e»ieh 

Tbls  feiUure  was*  also  adopted  for  the  faces  of  each  denomina- 
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tion  of  this  series,  vvhich  inoluded  the  HO's,  t80'e,  IIAO's  and  flOO's;  aU 
other  deuuiujnutiuns  of  former  issues  were  discontinued.  *  On  barkB 
tlie  black  vlgaett'OS  of  former  issa<»  were  abandoned^  and,  as  a  substi- 
tute, a  geometricaJ  pattern  was  inlnxluced,  and  tlie  borders  embracing 
denouiinatiuns,  viguettejs,  «>at-of-arui8,  etc.,  retained,  and  all  printed 
iu  a  brown  color,  also  liirge  clutrter  number  printed  in  green  tablets 
over  tlie  brown  printing  in  the  centre. 

Except  the  new  design  for  the  face  ol  the  $5  note  the  old  designs 
for  the  {noes  were  retained. 

Under  this  last  stories  the  California  banks  that  had  special  plates, 
which  designated  tliat  the  notes  were  payable  in  gold,  had  their  pUites 
altered  to  conform  to  tlie  regular  issue.  In  tliis  early  issue  of  national 
currency  was  included  a  gold-note  issue  for  California  banks  in  denom- 
inations of  $5,  flO,  l|20,  $30.  910U,  fiSOO.  ^1,000.  The  designs  of  the 
faces  were  the  same  a»  the  couuuon  issue,  with  the  exception  of  a  sli^it 
change  of  story  or  legend,  as  follows:  "  Redeemable  in  gold  com,  etc." 

On  the  backs  the  bltiek  pruiting  of  the  htrge  vngnette  was  omitted  and 
A  design  substituted  in  \ln  place,  printed  in  salmon  color,  representing 
the  gold  coins  of  the  United  States  bunched  together,  iaclosed  in  the 
brown  border. 

Outof  a  t^tal  issue  of  $6(38,988.000  of  all  denominations,  «23S,295,»2Q 
were  Ave  dollar  notes.  «174.105,(>7«)  tens,  and  fili>5,i»2l.2!:S(i  tweutiw. 
The  |100  deoomination  was  next  in  amount,  and  then  the  HXty  doUw 
note*.     Only  about  130,000,000  of  ones  and  twos  were  issued. 

RTATK    DiSCRIMl.VATION    IN  TAXLXO   NATIONAJL   BANK  ShAKXS. 

CJomplaints  had  now  become  frequent  of  the  discrimination  exercised 
by  State  authority  In  taxing  the  National  banks.  The  shares  of  the 
latter  were  tjixed  at  their  full  market  value,  while  those  of  other 
moneyed  corporations  were  assessed  at  less  than  half  their  value,  A 
National  bank  in  one  of  the  Eastern  cities  refused  to  pay  the  taxM 
nnnrnnri  upon  it,  on  the  ground  that  the  shares  of  a  neigbboriog 
bank,  although  worth  several  times  as  much  as  its  own,  were 
at  no  greater  value.  The  State  court  before  which  the  i 
brooght  decided  that  this  was  no  cause  of  complitintv  Tb« 
Mew  York  city  appointed  a  committee  t<>  confer  with  the  Tax  OoBUni^ 
doner*  of  that  State,  to  endeavor  to  effect  some  equitable  ai 
as  to  the  tAxation  of  banks. 


Two  Ckht  Stahf  Cbkck  Tax. 

A  great  wMiroe  of  annoyanc«  to  the  banking  Oil  .i« 

Uiat  a  t«o-««nt  stamp  should  be  affixed  t<:i  evoi  .  .ka, 

Ifadooal  and  8tat«,  were,  it  was  claimed,  subject  to  the  inspectioo  of  I 


nmamvuitm  of  ■vmzI' 
■  Ave  4bUm«  skevM  tw  iBUDu. 


no  Nsnooal  tjaiiti  not«i  uf  • 
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I  Ibf  rereotie  collectors,  In   order  to  see  by  examination  of  cancelled 

I  diMtks  whether  the  law  vfas  complied  with.     Objection  was  made  by 

ttie  National  banks  to  this  form  of  Inspection,  and  the  matter  having? 

I*«i  brought  to  tlie  attention  of  the  five<Tetary  of  the  Treas-ury  by  tbt' 

twiiptroHer,  the  latter  officer  decided  that  the  National  ban  its  were 

liubjwt  only  to  the  inspection  of  the  National  bank  examiners.     An 

[iiurpectjun  showed  that  in  only  tive  cases  wna  there  any  evidence  of 

Btent  to  evAde  the  check  tax.     On  account  of  the  annoyance,  both  to 

|ltie  banka  and  to  the  office  in  enforcing  this  tax,  wluch  was  greater  than 

he  trouble  incurred  in  enforcing  all  other  restrictiona  of  the  banliing 

iw  combined,    the  Comptroller  recommended  the  repeal  of  the  law 

]uiring  stamper  on  clieclu!. 

In  the  month  of  October,  1873,  the  total  amount  of  specie  held  by 
i  the  National  banks  of  the  country  wiui  fs. 050, 329,  which  had  duniu- 
ilied  from  f22.43t),761  about  the  date  of  the  passage  of  the  Resumption 
^et  on  Jtuitiary  14,  1875. 

FORFKITtTRK  OF   InTKRK!*T   WHBRE    USURT   IS   CUAROKD. 

The  subject  of  usury,  charged  by  the  National  baiik-ii,  received  con- 
eration  by  the  United  States  Supreme  Court  u>  the  case  of  the 
rmera  und  Mechanics'  Bank  qf  Buffalo  vs.  Deariny,  and  the  decision 
»t  where  a  National  baiik  makes  a  loan  at  a  usuriou-s  nite  of 
it  can  recover  tlie  principal  oijy,  the  interest  being  forfeited. 
Where  the  usurions  rate  of  interest  has  been  actually  paid,  double  the 
■moant  so  paid  may  be  recovered  in  an  action  brought  within  two 
yran,  and  that  Natittnal  banks  were  not  subject  to  State  usury  laws. 
^^m  Among  the  21!)  millions  of  dollars  redeemed  at  the  Treasury,  only 
^Htfi  counterfeits  of  all  denominations  were  discovered.  Of  these  205 
^^■(Te  twos,  ISS  fives,  120  t«n8,  fifty-two  fifties,  and  five  one  hundreds, 
^^■nounting  in  all  to  1^5,400,  This  was  an  unexpectedly  small  proportion, 
^^Bid  much  less  than  the  loss  to  the  public  from  counterfeits  on  tiie  Bank 
pVf  England.  The  five  dollar  counterfeit  was  the  most  dangerous  one. 
And  the  plate  from  which  it  va«  printed  was  filially  captured  by  the 
Tmuory  detective*. 

Pristi5io  of  National  Bask  Notes. 

^Previous  to  the  act  of  March  3,  1875,  the  notes  of  National  banks 

at«d  by  the  bank  not*  companies,  but  that  act  required  the 

tto  be  executed  by  not  less  than  three  plat«  printings,  the  \i\sX  of 

i«b  wa«  to  be  done  in  the  Treai^ury  Department.     This  necessitated 

removal  of  a  large  number  of  plates  and  dies  from  the  custody  of 

bank  note  companies  to  that  of  the  Secretary  of  the  Treasury.    The 

etc,  which  had  been  used  for  printing  the  notes  of  banks  which 

terwards  closed,  either  by  failure  or  liquidation,  were,  from  time  to 

le,  destroyed  under  the  9uper^'islo^  of  the  Secretary  of  the  Treasury 

the  Comptroller.     Originally  the  method  of  destroying  mutilated 
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notes,  which  had  been  redeemed,  was  by  Are,  but  by  the  act  of 
June  83,  1874,  this  method  waa  discontinued  and  that  of  maoeration,  or 
grinding  to  a  pulp  with  water,  substituted. 

Evasions  of  Tbn  Pkr  Cmrr.  Tax. 

The  law  imposing  a  ten  percent,  tax  upon  all  State  bank  circulation 
was  amended  by  the  act  of  February  8,  1875  so  as  to  prevent  any  eva- 
sion, and  was  made  to  apply  to  any  person,  firm,  association,  oorpora- 
tion,  State  bank  or  State  banking  association  which  should  pay  out  the 
notes  of  any  person,  firm,  association  (other  than  a  National  banking 
association)  corporation.  State  bank  or  State  banking  association,  or  of 
any  town,  city  or  municipal  corporation.  The  payment  of  bank 
examiners  was  fixed  by  the  act  of  February  19,  1875. 

In  1873  Congress  consolidated  all  the  laws  of  the  United  States  in 
force  on  December  1, 1873,  in  the  Revised  Statutes  of  the  United  States, 
and  the  National  banking  laws  in  force  at  that  date  were  of  coarse 
included  in  that  revision.  Afterwards  all  laws  passed  up  to  1878  were 
included  in  a  further  revision  of  the  statutes  made  by  Hon.  Qeo.  T. 
Boutwell.  but  his  work,  though  included  in  the  latest  editicm  of  the 
Revised  Statutes,  never  received  the  approval  of  Congress. 

Rbcommrndations  of  thb  Comptrollkr's  Report  op  1875. 

In  the  Comptroller  s  report  for  1875  a  number  of  amendments  to  the 
National  Banking  I^w  are  recommended,  some  of  whicli  were  embodied 
in  a  bill  intrmlu(V<l  in  Congress  which  became  a  law  June  30,  1876. 
This  law  autlu>rize<l  the  appointment  of  Receivers  by  the  Comptroller 
to  take  rhaige  of  the  afTain<  of  National  banks  which  became  insolvent, 
eit  her  before  or  after  voluntary  liquidation.  The  creditors  of  a  liquidat- 
ing bank  could  under  it  proceed  to  enforce  the  liability  of  stockholders, 
if  necessary,  to  pay  the  debts  of  the  a.><sixriation.  The  law  further  pro- 
vide«l  for  turning  over  the  assets  of  an  insolvent  National  bank,  after  its 
debts  had  Ihhui  i>aid.  to  the  stw^kholders,  Officers  of  the  United  States 
and  oi  National  Imuks  were  nHjuiretl  to  stamp  as  worthless  or  ooanta>- 
feit  any  fniiululent  iu>tes  prt>senttHl  at  their  place  of  business.  All 
Savinp>  Ixiuks  in  the  District  of  Columbia  were  placed  under  the  super- 
vision i>f  tlie  l'»mjptn>lU>r  t>f  the  Curr^MJcy. 

.Vt  the  «M»d  of  the  year  IS76.  2.0S7  banks  were  in  operation.  Thirty- 
six  had  lH>t>n  <>rv'ani7e«l  during  the  year,  and  nine  had  fail(>d.  Four 
liundrtHl  and  thirty  tlirw  Ivmks  had  taken  advantaire  of  the  act  of 
Juno  l*<',  isn.  t«»  with  Imw  tlunr  oiretilatiiui.  There  was  no  further 
intTwux*  iu  the  nuuitvr  of  ttold  tviinks  The  r^nnarkable  feature  of  this, 
a?'  wt-ll  :».'«  pnvious  yoars  hinet>  the  ]«inic.  was  the  lanre  amounts  of  cor- 
renoy  hold  by  tho  lvknk>  in  the  |>rii>fi|vil  oitios.  indicating  great  stagna- 
Xi«n  «»f  busiiitws.  The  n^M'rvos  hoKl.  l»oth  by  city  luid  country  tmwfc« 
awrageil  «»ver  thirty  ihrtv  |>«'r  eent. 
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Distribution  of  thr  Bharss  of  Natioka^.  Banks. 

The  distribution  of  National  bank  stock  attracted  the  attention  of 
^Coogreas  at  the  session  of  1875-7(3,  and  the  iiouse  of  Representatives 
n  resolution  requiring  the  Comptroller  of  the  Carrency  to  furnish 
^>  Ust  of  stockholders,  their  residences  and  the  amount  of  stock  held  by 
eauh.  The  information  furnished  in  at^cordanee  with  tliis  resolution 
showed  that  the  total  number  of  slinres  was  $0,505,930,  held  by  208,4ft6 
Rhoreholdertt ;  that  the  avera^^e  amount  held  by  each  was  83,100.  The 
Uw  required  new  organizations  to  make  their  shares  $100  each,  but  coii- 
rerted  State  banks  retained  their  sliares  at  the  previously  existing 
denomination.  Some  of  the  shares  were  therefore  for  f80,  $50,  $25, 
and  in  some  cases  as  low  as  ten  dollars. 

During  tJie  year  1S77  the  number  of  banks  in  the  system  did  not 
iDorease.     Twenty-nine  new  banks  were  organiilea,  bat  twenty-six  went 
ito  liquidation,  and  ten  failed. 

APPllOAOH  OF  TUIB  FOR  KB»ITMIX0   SPBCIK  PAYMKITTS. 

Nearly  three  years  had  elapsed  since  the  passa^  of  the  act  for  the 

resmnptjon  af  specie  payments.     (Jne  more  year,  and  the  day  set  for 

lat  resumption  would  arrive.     In  his  rei>ort  for  1877  the  Comptroller 

Bfers  to  the  previous  periods  in  the  history  of  the  country  when  specie 

lyments  had  been  suspended  and  resumed  by  the  banks,     During  the 

eriod  substantially  beginning  with  suspension  in  1837,  and  ending  with 

sDiuptioo  in  1H42,  the  State  banks  had  held  specie  amounting  on  an 

kverage,  to  31.7  i>er  cent,  of  their  circulation,  and  eighteen  per  cent,  of 

ieir  circulation  and  deposit^s.     The  returns  for  the  period  from  1850  to 

ha^,  including  the  suspension  of  1857,  indicated  that  the  State  banks, 

Paring  the  eight  years,  held  specie  averaging  32. 3  of  circulation  and  1I>,1 

Bf  cent,   of  circulation  and  deposits.     The  returns   of  the  National 

inks  from  1870  Ut  1877  showed  that  they  held  specie  amounting  to 

arty-ttve  per  cent,  of  their  circulation,  and  16.1  per  cent,  of  their  cir- 

lation  and  deposits.     The  results  of  a  similar  comparison,  instituted 

or  tlio  same  periods,  between  the  State  and  National  biuilts  in  geo- 

iphit'al  divisions  of  the  country,  showed  results  equally  favorable  to 

lie  state  of  preparation  for  specie  payments,  in  which  the  National 

were  in  1877.     On  November  1,  1877,  the  legal-tender  note  had 

sxlmated  to  par,  and  was  then  worth  97.3  cents  in  gold,  a  gain  of 

sut  ten  per  cent,  after  the  passage  of  the  Resumption  Act. 

FtucTDATioss  OP  Oou)  Valuk  OF  Legal-Tender  Note. 

The  following  tables  show  the  value  in  gold  nf  the  legal-tender  paper 
illw,  In  July  of  each  year,  from  18(53  to  1877,  and  on  November  1, 

rr,  the  value  being  first  estimated  in  fractions  of  a  gold  dollar,  and 
est  in  grains  of  gold. 
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Value  in  Fractions  qf  Gold  Dollar, 
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These  tables  by  no  ineaas  falljr  represent  the  fluctuations  in  the  legal 
Btandard  of  value  during;  sixteen  years.  The  variatiotu  otuuiot  be 
fountetl  by  the  number  of  years,  nor  even  by  the  number  of  days. 
Tlicy  were  numerous  on  eaoh  day  during  the  8U!< pension  of  specie  pay- 
ments, and  can  only  be  numbered  by  tens  of  ihoiisands.  TIjo  Import- 
ers, nn<l  other  wholesale  dealers  found,  during  suspension,  that  they 
could  ri^ali7.e  more  profit  from  the  purchase  and  sale  of  gold  than  of  tli« 
oommtxlltieii  l>elnnging  to  their  legitimate  trade.  The  tendency  of  fiucb 
fluctuations  is  either  to  Ixinkrupt  or  to  demoralize  all  persons  engaged 
in  ordinary  traffic;  for.  under  such  cir^-uiii8tances»,  business  of  every 
kind  becomes  niniply  a  ganto  of  ehanee,  based  uj»on  the  ever-cliangiug 
▼«lao  or  weight  of  a  false  but  legalised  standard,  and  persons  in  every 
portion  of  the  country  abandon  their  legitimate  business  and  embark 
in  speculation,  bringing  failure  and  disgrace  upon  theraselvos  and  Iomm 
upon  those  confiding  in  them. 

PttOaKK-tit  OP  TUB  StirrKM  TO  NoVBltBKB  1,   187& 

'Hie  total  numlicr  of  Natiotinl  lmnk.s  organized  from  t)ie  est 
mout  cjf  tl»t}  National  batiking  .system  on  February  25,  1S6S,  to  >"or( 
hnr  1,  1878,  wiui  2. 400.     Two  hundred  and  wevcnty  thr«<e  had  gnno  Into 
vol  ii'iuidation,  and  nrv(>iityfour  iuul  Ixt'oiue  iiisulrwnt.  lo&viag 

i,'  .  baikiiioM  at  the  chwf  ut  It^TH.     Nine  wen  NatiocMj  gold 

banks  iu  L'^iforaia  rMleemlng  their  notes  lo  gold  at  their  counters  and 
in  San  PraoeWo. 

DsriMrr  nv  Lkoal-Thxpsk  Notxs  to  Rrtikb  CntctruiTtoir. 

B4ifD«v  tb«  p— ■»  of  thv  art  of  June  2D.  1874.  no  Natiaiial  iMuik 
■oaklr  turning 

*  pra|x  -« 

■INBally  dUBmiM  t»  ubtJiin;  anil  |irM>r  to  tkuf  act  o£  January  14.  If 
Umi  taktal  aiiMUint  4tf  Hrrulatitiii  aulluirifed  to  be  iMiaMi  was  ILiniti^l 
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|3M,00U,0OU.  Thene  acts  provided  both  for  a  reduction  of  cirRiilation 
and  witlidruwaJ  of  boudn  at  tLe  plwisure  of  the  bankn  upon  a  deposit  by 
tlieui  of  lawful  uouey  iu  i^uais  of  not  letw  than  10,000,  and  for  an  issue 
at  bank  notes  to  any  associatiou  organized  under  the  National  Bank- 
Law. 

As  tb*^  law  stood  after  July  12,  1870,  any  number  of  persons  not  less 

9ia»  Ove,  in  any  part  of  the  country,  might  orpanize  a  bank  with  fifty 

'thousand  dollars  or  more  capital,  and  upon  tlie  dep^jwitof  bonds  receive 

drrulatiau  equal  to  ninety  per  cent,  of  the  amount  of  tlie  paid-in  capl- 

bat  no  association,  whatever  its  eupital,  niii;ht  receive  more  than 

50U.OOO  in  circulation.     Prior  to  1870,  a  bank  having  capital  between 

f*  iid  $l,(XXi,fK>0  could  receive  eighty  per  cent,  thereon;  between 

H  and  <f3, 000,000,  seventy-five  per  cent.;   if  over  ^3,000,000, 

rtxty  per  cent.     Thes«e  last  proportions  of  circulation  were  fixed  by  the 

ct  of  March  3,  1865.     The  original  National  Currency  Act  of  1863,  and 

» amended  act  of  1864.  permitted  the  issue  of  circulation,  if  properly 

by  bonds,  ei:jual  to  the  paid  in  capltaL     The  act  of  July  12, 

limited  the  circulation  to  ninety  per  cent,  of  the  paid-in  capital. 

After  the  enactment  of  tiie  law  of  Jtuie  20,  1874,  permitting  the 

r«diilJibQtion  of  flfty-Hve  millionii  of  currency,  by  withdrawing  It  from 

iwnks  located  in  sectifins  of  the  United  Stiites  ha%'ing  more  than  their 

proportion  and  issuing  it  to  banks  new  and  old  iu  those  parts  of  the 

cotmtry  having  less  than  their  proportion,  the  banks  as  a  whole  volun- 

tvily  surrendered  ^6,237,2^  of  their  notes.     This  indicated  that  the 

"•iirnlation  wa*  not  profitable  to  many  of  the  banks  and  that  they  had 

Kindly  avjuled  themselves  of  the  privilege  granted  by  the  act  of  1874  to 

lieporit  legal-tender  notes  to  retire  their  circulation,  and  withdraw  tlieir 

(xioiUi     They  had  been  prevented  from  doing  this  before,  by  the 

dlfflcalty  of  gathering  back  their  own  notes  from  the  genera!  mass 

outstuidlng. 

HOLULKOd  OP  IfATIONAX   BAKK   SUAKKS. 

In  1876  an  investigation  had  been  made  into  the  character  and  condl- 
^tjoa  of  the  stockholders  of  the  National  banks.  Th  is  was  directed  by  Con- 
I  On  Bceoijnt  of  the  charges  made  that  the  stockholders  were  large 
Rlixts  and  that  the  system  was  an  odious  monopoly.  The  result 
»lK»WHd  that  there  were  in  all  seven  hundred  and  sirty-seven  persons 
»h(j(in,>li  held  $50,000 or  more  in  National  bank  stock;  that  more  than 
^'ii'-littjf  of  the  whole  number  of  sliareholders  held  each  less  than  $1,000 
in«t<ick,and  that  taking  the  whole  numbt'r  of  shiiroholders  the  aver- 
"fpiuaount  held  by  each  one  was  but  ^5,100.  Of  shareholders  owning 
itH  ttiore  than  (JH.OOO  each,  there  were  32,235  in  Massachusetts  alone, 
>*,?S4  in  New  York,  14,621  in  Pennsylvania,  1,441  in  Kentucky,  2,388 
'n  Ohio,  1,R0H  in  Illinois,  832  In  Georgia  and  617  in  Virginia.  It  was 
*'*"  'liown  that  citizens  of  the  Western  and  .Southern  States  held  much 
**f  tW  Ht<j(fk  ui  Eastern  bankn.     The  stock  pnived  to  be  very  widely 
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dL8tribat«d  aiuong  people  of  moderate  means.  Among  the  stockhuldeni 
all  political  parties  were  represented,  Tvbich  contradicted  the  lutsertiunti 
sometimes  made  of  partisan  control. 

Gbowth  or  Statk  Baxks. 

In  his  report  for  1878  the  Comptroller  referred  to  the  fact  of  the 
growth  in  the  niiiubfr  of  State  and  private  baiik.s  alongside  and  in  com- 
petition with  the  bankH  of  the  National  HVHteui.  Tlie  amount  of  iater- 
e«t  accniing  to  the  latter  uprjn  bonds  to  secure  circulation,  less  the  tax 
paid  upon  it,  was  {^14,544,692,  while  the  profit  derived  from  ihr  entire 
issue  of  notes  was  less  than  two  and  one-half  per  cent,  on  their  oap(t*l. 

BBQVIRBltBXTS  AND  RSSTRICTIONS  OF  THB  NaTIOSAX.   BANIUItO  ACT. 

The  reason  for  the  incrcoxe  in  the  number  of  State  banks,  regardless 
of  the  profit  on  circulation,  was  found  in  the  fact  that  the  laws  govern- 
ing the  National  baiik»  contained  numerous  and  burdensome  restrictions, 
and  imposed  many  and  severe  penalties  for  their  violation.  On  tlie  oa« 
band  they  authorize  tlie  issue  of  circulating  notes,  but  on  the  other 
they  reijiiire  that  the  business  of  banking  shall  be  conducted  under  a 
uniform  syHlcni,  whicJi  insures  the  greatest  possible  degree  of  safety  to 
the  depoifitur  and  tlie  bill  holder  and  prompt  and  certain  oonvertibility 
to  the  circulating  notes. 

The  mo<«t  prominent  requireiitent  of  the  law  was  that  the  cjipital 
stock  of  all  National  banks  stiould  be  fully  paid  in.  The  organizatiott 
of  banks  without  capital  was  one  of  the  great  abuses  of  previous  tiank- 
log  BTBteuis  and  many  diMaMtrouB  failures  were  due  t4>  this  cause.  Special 
care  was  exercise<l  in  the  fnuning  of  the  National  Banking  I.aw  tuguanl 
■gainst  the  organization  of  banks  without  bonaflde  capital.  Fifty  p«r 
cent,  of  the  capital  of  a  National  bank  must  be  paid  in  before  it  c«n  be 
aathorized  to  commence  business,  and  the  renuiinder  must  be  paid  In 
installuieuts  of  not  lees  tlion  one-fifth  monthly,  each  InHtallmeot  being 
certified  to  when  paid  by  the  President  and  Casliler  under  oath. 

It  was  frequently  asserted  by  the  oppouenta  of  the  Natiooal  banks, 
that  a  bank  may  use  its  oiroiilaiing  notes  to  organhw  other  banks  with- 
out r<vil  capital.  The  law  carefully  guarded  a^nunst  this  abase  from 
the  flfwt.  The  officers  and  directors  are  requtrvtj  to  certify  to  the  Oomp- 
troller  the  amount  of  actual  money  paid  into  the  bank  as  capit*!.  whUe 
sab««H]u<>nt  iiuktallmcnts  of  stock  must  be  sindlarly  certified.  The  law 
distinctly  forbids  tiie  pledge  or  hypothecation  directly  or  lodU«e4l]r  of 
circulating  notes  for  the  purpose  of  securing  money  to  be  padd  In  on 
stock,  Odd  their  use  in  any  way  to  incriNise  ci^>itai  The  rte(d  exanlnn- 
tiona  theComptrullcr  \»  autlinrized  toaud  diMw  cause  to  be  iuadeaia9aet 
preeJudes  the  posKibility  of  any  fraud  in  this  dinnrtinn  remaining  long 
undiscovenNL  Nu  utu*  esc<'pt  tluwe  who  acoftpt  without  proof  the 
theory  that  r.'  ^  ;  dfjillng  is  the  rule  and  not  the aueptton,  and 
sutuehuw  b>\'-  >ca|x>  deteoltou.  can  doubt  tiM  btmaJMt  pmfltttniL 
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ut  the  capital  of  National  banking  associations  before  the  circulation  ia 
iwuod  to  them.  If  any  rase  of  fraudulent  uae  of  circulation  is  proved 
thooe  ffuilty  thereof  become  liable  to  the  severe  penalties  of  the  law. 
Impaired  capital  is  at  once  made  good  by  pro  rata  assessment  on  the 
«hftr«holder8.  The  interest  on  the  bonds  of  au  association  delinquent 
in  this  respect  is  withheld  by  the  Treasurer,  and  if  the  delinquency  is 
continued  a  Receiver  may  be  appointed.  The  status  of  the  National 
banking  system  compared  with  those  of  banks  in  foreign  countries 
shows  a  proportion  of  paid-in  capital  to  liabilities  larger  than  in  those 
coon  tries, 

RKnKMPTlON   OF    NOTES. 

Next  to  the  precautions  to  insure  the  payment  of  the  capit^U  stfKsk, 
the  National  Bonking  Law  provides  for  the  convertibility  of  the  note, 
both  for  its  immediate  and  ultimate  redemption.  Its  redemption  at 
pttr  on  presentation,  either  at  the  bank  or  at  the  United  States  Treas- 
ury, i*  secured  by  special  requirements,  and  the  penalty  of  being  placed 
In  the  Imnds  of  a  Receiver  for  failure.  The  law  of  1863  and  the  com- 
pleter act  of  1864,  both  provided  for  the  redemption  of  the  notes  at  the 
bank's  counter  or  by  a  redemption  agent  to  bo  selected  with  the  appro- 
val of  the  Oomptr<>ller  in  one  of  a  certain  number  of  cities  named  in 
tbe  law.  These  acts  also  required  a  reserve  in  lawful  money  to  be  kept 
1  circulating  notes.  The  act  of  June  20,  1874,  relieved  the  banks  of 
frping  any  reserves  on  circulation  and  of  redeeming  their  notes  at  any 
other  place  than  their  own  counters  tmd  the  Treasury  redemption 
Bttcy. 

PBOFira,  DrviDKiTDs  a«d  Scrplus. 

Another  important  part  of  the  National  Banking  Law  was  that 
throwing  restrictions  around  the  profits  and  dividends.  No  National 
•uwuciution  is  permitted  to  withdraw  any  portion  of  its  capital  stock  m 
dividends.  No  dividend  is  allowed  to  be  declared  to  an  amount  greater 
than  the  net  profits  remaining  after  deducting  losses  and  bad  debts. 
Semiannual  dividen<is  are  permitted  from  the  net  profits,  but  there  is 
a.  further  requirement  that  one- tenth  of  the  net  profits  of  each  half-year 
shall,  before  the  declaration  of  a  dividend,  be  carried  to  surplus,  until 
thin  fund  shall  e<iual  one-fifth  nf  the  capital  stock.  Tliree  uses  for 
profits  are  tho-s  pointc<i  out;  first,  to  keep  the  capital  luiiiiipaired  by 
lueeting  losses  and  bad  debts;  second,  to  build  up  a  .surplus  fund,  and 
third  to  declare  dividends.  The  surplus  accumulated  by  the  banks  in 
October,  1878,  was  $117,000,000. 

Makiko  a»p  Publishing  Rkpobts  of  CoNDiTiojr. 

Tlie  reqtiirenient  that  reports  of  their  condition  be  made  fruui  time 
to  time  to  tiie  Comptroller  and  published  in  newspapers  accessible  to 
their  stockholders  and  dept>sitors.  ia  another  importfuit  safeguard 
thrown  around  the  National  banking  system.     The  acts  of  1S63  and 
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1864  required  reports  of  oondition  quarterly  verified  by  the  oath  of  the 
President  and  Cashier  simply,  in  such  fonu  as  the  Comptroller  might 
direct;  on  the  first  Mondays  of  Jiuiuary,  April,  July  and  Octobpr. 
These  re(>ortB  were  to  be  published  in  each  co^e  in  a  newspaper  in  the 
place  where  the  bank  wajs  located.  These  first  laws  also  required 
reports  of  each  bank,  on  the  first  Tuesday  of  each  month,  under  oath 
of  the  President  or  Cashier,  giving  loans,  specie  and  other  lawful  money. 
deposits  and  circulation.  No  reports  of  dividends  were  spt.>cifically 
required  by  these  acts.  The  law  as  to  reports  wa.s  amended  by  the  act 
of  March  3,  1869.  The  monthly  reports  were  dropped,  and  the  report* 
instead  of  being  quarterly  were  t«  be  made  for  any  past  date  cjilled  for 
by  the  Comptroller.  They  were  also  to  be  publii^hed,  in  the  same  form 
aa  made  to  the  Comptroller,  and  in  addition  (o  being  sworn  to  by  ttvn 
President  or  Cashier,  they  required  the  attestation  of  at  least  thnM> 
directors.  Semi-aunual  reports  of  dividends  and  earnings  wtre  «Jsc» 
required  by  the  law  of  1869,  and  special  reports  of  condition  from  any 
aaaociation  when  necessary  in  the  judgment  of  the  Comptroller.  The 
reports  of  condition  to  the  Comptroller  and  tlieir  publicatinn  kL*ep  each 
National  bank  under  the  scrutiny  of  an  expert  oBlcial,  and  also  under 
tliat  of  their  stockholders,  depooitors  and  local  rivaU. 

ExAsosATioirs  OP  VAnovm.  Burss. 

A  further  and  perhaps  equally  important  8afe^:aard  ooosists  in 
reiKirts  of  examinationH.  Examinations  are  provided  for  when  the  cap- 
ital »tock  is  (Mid  iii  and  the  bunk  first  commences  business,  and  theaa 
examinations  are  continued  periodically  as  long  as  the  bank  doee  boai- 
ness,  to  ascertain  by  personal  inspection  that  the  banks  are  maaaged 
honestly  and  wisely  and  according  to  law.  Examinations  may  be  made 
whenever  the  Comptroller  with  the  approbation  of  the  Secretary  o(  tlaa 
Treaaory  may  deem  proper.  The  original  law  authoriced  tb*  appoint* 
ment  of  examiners  who  should  make  tlietie  exainlnatianak  They  have 
power  to  put  the  officers  and  a^^eots  under  oatli  and  are  reqnhnad  to 
make  full  reports.  Their  functions  are  in  lieu  of  all  other  vidtorial 
power*,  as  Car  as  the  banks  are  eonovmed,  except  thoae  tcMmI  la  th» 


CoMPKKSATtOK  OF  EzAJtnnau. 

TIm  paf  of  these  ezamhien  was  at  first  five  dollan  n  day  for  • 
diy  wtwgwi  and  two  doUan  a  mite  for  every  twenty  tlvr  wilaa  tswelM. 
to  be  paid  by  the  association  examined.  The  taw  appears  to  eoat«a- 
pfaite  the  appointment  of  an  examiner  for  each  examination,  bat  in 
inautlue  the  woe  nan,  having  acquired  knowledge  and  skill,  was 
■ppninlvd  (o  examine  a  niuuber  of  tjanka,  so  Uiat  the  oombined  com- 
pwMtinn  would  afford  him  an  adequate  ealaiy.  For  ooovenionee,  Umt 
banks  were  partHkmed  into  ffroupe.  eeioh  ffroup  being  within  »  eertahi 
di«tTtot.     An  examlDer  was  appointml  for  naeli  dictriot   chiinfpMi  b^Qg 
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made  from  tiiue  to  time  b«  was  deemed  for  the  good  of  the  service.  A 
entpeof  txained  mun  waa  gradually  formed  available  for  the  Comptroller 
to  a<«  effe<!tu&ll  y  in  carry  nig  out  the  law.  The  compensatiou,  although 
•till  fxud  by  the  baiik,  w««  <ihaiiged  by  the  act  of  Febniary  19,  1875, 
frooi  five  dollajTj  a  day  and  mileage  to  a  regtilar  fee  for  each  bank, 
areonling  to  the  amount  of  eapitAl.  The  change  was  of  questionable 
wiadotu.  It  is  highly  probable  that  the  five  dollars  a  day  method 
innined  more  thorough  examinations.  The-se  examinations  were 
unpopular  at  first,  but  the  results  have  been  most  excellent.  While 
they  do  not  absolutely  prevent  bank  disasters  and  frauds,  together  with 
tb«  reports  of  condition  they  have  reduced  the  percentage  of  failure  to 
r  small  figure  compared  with  the  percentage  of  fail  ores  shown 
of  banking  not  provided  with  these  checks. 

Pes^alttbs  fob  Violation  of  Law, 

The  penalties  of  the  National  Bank  Act  are  of  two  kinds.  The  first 
itment  of  a  Receiver  to  wind  up  the  bank's  affairs  in  ca&e 
ement  and  violation  of  law  by  its  officers  and  directors  not 
■tnonnttng  to  misdemeanor  or  felony.  The  second  penalties  to  which 
ofBc>er«  imd  directors  are  subject  are  for  cases  when  they  personally  and 
prosaiQptuously  disregard  the  law  or  misappropriate  the  bank's  funds. 
A  Receiver  may  be  appointed  for  the  failure  to  ref  tore  diminished  capi- 
tal, for  failure  to  make  good  reserve,  for  failure  to  redeem  notes,  for 
failure  to  sell  slmres  of  own  stock  taken  for  debt,  for  failure  to  pay  up 
capitAl  or  restore  it  when  impaired,  for  certifying  cliecks  unlawfully, 
far  general  violation  of  law,  for  refusal  to  pay  judgments  and  for  insol- 
reocy.  When  directors  are  guilty  of  violations  of  law  for  which  no 
special  penalty  is  imposed,  a  suit  may  be  brought  by  tlie  Comptroller 
for  fr>rfeitnre  of  the  franchise  of  the  bank.  If  the  franchise  is  forfeited 
and  tlie  ofilcers  of  the  bank  by  their  sudden  liquidation  cause  loss  to 
depositors  or  Btoekholders,  the  directors  may  be  held  personally  liable 
for  nich  losses,  if  they  were  cognizant  of,  and  acquiescent  in  the  viola- 
tioiutof  law.  Penalties  of  fine  and  imprisonment,  cf  from  one  to  fifteen 
yesfii,  are  imposed  apon  officers  of  the  Treasury  and  banks  and  bank 
direetont.  for  countersigning  notes  unlawfully,  for  loaning  money  on 
Un  '>-s  and  National  bank  notes,  for  misapplying  or  stealing  or 

«fuii  J  funds  or  drawing  papers  unlawfully,  or  making  false  entries 

of  for  certifying  checks  when  a  depositor  has  no  account.  There  are 
alito  minor  penalties  for  refusing  to  pay  duties  to  the  Government,  and 
for  disobeying  the  Comptroller's  call  for  reports  or  for  an  assessment 
to  make  good  impaired  capital  stock. 


IX 


CONTEST  BETWEEN  LEGAL-TENDER  NOTE  AND  NATIONAL 
BANK  NOTE,  1862-1878. 


Two  moMOtM  for  fnrntsblni;  currency  for  war  —  Legal-tender  act  temporarj-  and  lb« 
Natknui  bank  i-arri'Dc-ya  [termaneat  measure  —  Senator  Sbermao'a  opialoo  — 
Opinion  of  Mr,  SpauldliiK  —  Obsta<-lc3  tn  tb«  way  of  tbe  banking  afatem  —  Lack 
of  orgnniaatloD  among  Um  banba  in  1802— Bank  loana  to  the  Govenimvtit  In  1(M2 
—  Kntfonal  WftHvm  anggested— Coald  tbe  war  hare  been  carried  on  with  hank 
nolai  —  Lega]-<vnd(.'r  funding  repealed  —  Compaiieon  of  legal  tendcm  ii  i 
to  WW— HccTBlajT  Md'ulloch'a  contraction  policy— Errore  In  llmli.i 
IMMM  —  An  of  July  12,  IS7U  —  Ettm-t  of  premloras  on  bonds  —  l'nf»V(ir»l>k  uti t 
fade  of  Congrtins  l/iw»rd  banks  —  Popular  opposition  to  banka  —  Fiat  money  ami 
lDten-hanK<*«blo  Nindn  —  (jrccnback  convention  of  1876  —  Bills  in  llousp  and 
Smiait'  in  18TO  — l')thrr  mcAsurca  —  Inttirrlew  of  Comptroller  of  Currency  with 
Banking  and  Cum-opy  CoiiimlHw  — Pamphlets  in  18TS  —  Attacks  on  RcenmpUoo 
Act  on  the  iitump  —  Opinions  of  flnanciers  and  otiiers  before  BAOkinit  and  Cttr- 
rency  C<iMimlt«4>o  —  0|wrallon  of  Act  of  July,  1870,  for  redlMributlon  of  bank 
drcolaliun  —  Itedempllon  of  National  bank  notes  —  Act  of  June  80,  1874,  and  U» 
oper»Uon  —  Effect  of  Treasury  InHucnce  on  legal-teBder  notca- Uniformity  of 
valoa  prcventa  rcilemptUin  of  bank  notea  in  legal-teBder  notes  —  Voluntary 
KBtlrvmenl  of  bank  oircolatlon  —  Act  of  Jantiary  14, 1875 — Operation  of  act  of 
l8n  —  Kflaot  of  bond  premlomt. 

NATIOXAL  BJlSK  NOTBfl  AHD  LKOAL-TrJVDKR  NOTBS. 

It  will  \>o  iiit4<re8tiiig  to  patise  here  in  tbe  account  of  the  progroa*  of 
the  Natiunal  battkiuK  ayatem  and  conaider  the  relation  between  ttie 
l^gal-ieudfr  note  and  the  National  bank  note  from  1862  to  the  jtmr  I 
1878,  previous  to  tbe  resumption  of  specie  pa^iuenta.    Tbi«  ia  •  moct 
huix>rtAOt  part  of  the  history  of  banking,  as  it  ia  tlte  rise  and  develop- 
ment of  the  tue  of  paper  uiooey  isaued  dlrt-otly  by  the  Ti^oMiry  of  tht> 
Uult4H)  St«t««  thAt  has  deprived  the  bmiks  almuett  completely  of  tho 
not»-iaauing  function,  once  their  most  iutpi>rtunt  power.     In  a  Buoom<d- 
\tm  ctiapter  it  will  t>«  shown  how,  tn  1862,  there  were  two  tueiuiarM  b<>- 1 
fore  ron^mwi,  one  for  the  iMme  of  l«gaJ-t<>nd('r  notee  and  thi<  othcv  for  | 
a  national  purrenry  to  l>o  Imui^l  through  tlie  baoiis.    Tiit4  fumMT  wi 
adopted  as  a  temporary  cspi-dient  bccauw^  the  latter  oould  not  br  placed 
under  way  In  time  to  mnet  thi*  (>xii;ennie«  of  th<?  Treasury,  aud  Uw  Na- 
tional iMinking  ayxtciii  waa  dr-vii^rd  to  pmvid«>  a  cnrreooy  to  Utkv  tlk*  j 
plafH<  of  thti  li>icnl-t«ndrr  nul««M  wli»>n  tho  auppoacd  nmeriieuoy  tluit  luwl 
oalied  the  latter  into  being  bad  |Miaaed  away.     But  the  NakkiDal  bank ' 
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k  never  was  sabstituted  for  the  legal-tender  note,  and  great  as  bajs 
t>eeti  the  beiieflt  uouferred  on  the  country  by  National  banks,  this  ben- 
«tlt  a  uot  tlmt  which  was  intended.  The  legal-tender  note  has  risen 
npand  slningled  the  National  bank  note  at  every  tarn,  has  prevented 
the  development  of  the  system,  and  has,  hy  encoiiraginfj  the  issue  of 
'itlitT  forms  of  (iovemment  paper,  left  no  field  for  an  elastic!  bank  cur- 
rency The  triumph  of  the  legal-tender  note  might,  however,  have 
liem  ejpei'ted.  It  is  only  another  instance  of  the  Gresham  law,  the 
leurreney  driving  out  the  better.  The  recufjerative  power  of  the 
try  after  the  war,  the  energy  and  credit  of  the  (iovernment,  have 
gireii  tftrength  to  a  bad  system.     Secretary  Chase  in  1862  said : 

'Utile  rtKim  can  rriiiain  for  doubt  that  the  evils  certain  m  ariiM?  from  sucb  a 
iM'tintir  of  currvDcy  (legal-tender  uotesj  It  odoptcxl  us  a  pcrmnuc-iit  gysU-m,  greatly 
|inmhftUnce  the  temporary,  ttkougta  oot  inconsiderable,  adrantagt^  ottered  by  it." 

Senator  Sherman  in  reporting  the  legal-tender  bill  from  the  Finance 
K-Ouuuittee  said: 

Shbrman  on  the  Lboaxi-Tbxder  Bill. 

"  We  are  about  to  choose  t)etween  a  permanent  system,  designed  to  establish  a 

BiiUanu  national  currcoey   butted  upon  the  public  credit,  limited  in  amount  and 

uanU-it  by  nil  th«;  restraints  which  the  t'ip<;ricnce  of  men  has  proved  nece»»ar>-,  and 

ln)«lcm  I'f  paper  money  nnllinilL'd  as  to  amount  except  for  the  growing  necessities 

Uu-  war.     In  the  consideration  we  surely  should  sacriflee  all  local  interests,  all 

Wc  i.f  iipinluu  ;  and  while  actins  promptly  under  the  pressure  of  events,  we  should 

;to  our  aid  all  Ibc  «ri»lnm  o(  united  counsels,  and  all  the  light  which  the experi- 

l£tirru».T  »n-DcmlionBof  niencangiveus.    •    •  *   Another  practical  objection  to 

fnilul  Slatis  notes  is  there  is  no  mode  of  redemption.    They  are  safe,  they  are 

'  uniform  value ;  hui  iln're  is  no  mode  pointed  out  by  which  they  are  to  be  re- 

bmI.     No  one  i«  bound  to  redeem  them.    They  are  receivable,  but  not  convcrtl- 

They  are  debts  of  the  United  States,  but  they  cannot  be  preaented  anj-where 

br  tedempllon-     No  man  can  present  them  except  for  the  purpose  of  fuudintt  them 

ito  bonds  of  the  United  States.    They  are  not  convertible;  they  luck  that  essential 

k^ixrit  of  any  currency.     •     »     •     The  Issue  of  fJovemment  notes  can  only  be  a 

unpnrnry  measure  and  is  only  Intended  as  a  temporary  measure  to  provide  for  a 

lioaal  exigency." 

SFAULOUiQ  on  TBB  LBSAIi-TElTDKR  MKASURE. 

The  view  taken  through  the  vrhole  discussion  of  the  legal-tender 
et  by  Mr.  Sherman,  Mr.  Spaulding  and  others,  was  that  it  wtis  a  tem- 
urary  measure,  a  war  measure,  a  measure  of  necessity.  Mr.  Spnuld- 
5,  the  father  of  the  legal-tender  act,  not  only  regarded  the  legal- 
ader  measure  as  a  measure  of  necessity  for  tlie  war,  but  he  looked 
ju  the  National  thanking  system  as  the  "commencement  of  a  per- 
acnt  system  for  providing  a  National  currency  that  would,  if  wisely 
liuiniatered,  be  of  great  benefit  to  the  people,  and  a  reliable  support 
I  llie  Oovemment  in  the  future."  In  a  letter  written  to  the  Comp- 
•  of  the  Currency  in  1873  he  said : 
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"  All  the  advocates  of  the  legal-tender  act  while  It  was  pvodlng  In  Confirreiis, 
bued  thoir  arncnmeDte  for  Ibe  necessity  of  its  pa«it&ge  ais  a  temiiorsry  relief  to  lb« 
Treasur}'  dartnK  the  war  and  not  as  the  pvrmaneiit  poUcy  of  the  GovemmeDt;  on 
the  contrary,  tbf  Nailunal  Banking  Law  was  advocated  as  a  permanent  syntem  of 
banking  and  currency  for  the  whole  country." 

Natiowai.  Bank  Notes  to  be  a  Pkrslanknt  Corrkmct. 

In  foot,  from  the  hintory  of  the  legal  tender  act  and  that  of  the  Ka- 
tional  Currenoj  Act,  it  seems  to  be  undeniable  that  while  there  waa  nu 
pociitive  enga^nient  or  proiuliie,  there  was  a  tacit  uiider8tandiii({  that 
the  iuiiuediate  eiut'i-Kency  haviuf^  been  reUeved  by  the  issue  of  United 
Stated  le^al-tender  notes,  the  permanent  currency  of  the  nation  was  to 
be  ruruitslied  by  the  National  banks.  If  the  National  banking  syet'eui 
could  have  b«.>eu  inaugurated  and  put  upon  its  feet  without  tlie  inter- 
vention of  the  legal-tender  note,  there  is  great  probability  that  it  could 
eafliiy  have  furnished  all  the  currency  needed  for  carrying  on  the  war. 
Congretie  was  evidently  of  the  opinion  that  the  banking  system  would 
tAkc  time  to  develop,  and  Chase^  with  great  reluctance,  cooseoted  to 
thi>  MiibNtitution  of  the  legal-tender  act  &g  the  chief  financial  rcsonr 

Obstaclrb  to  National  Bank  Ccbrknct. 
The  obcftade  in  the  way  of  making  a  uniform  bank  curreacy  a  r«- 
■ource  was  the  existing  banks  doing  businees  under  tlie  laws  of  the 
■eveiml  States.  In  1H62  there  were  in  operation  in  the  United  8tat«« 
l,49t  banks,  having  a  <-ir('ulution  of  (183,?J2.079,  and  holding  specie 
and  specie  fnnds  aiuuuitting  to  $130,ik)U.IMN).  The  circulation  of  specie 
outside  of  the  haiikM  may.  iR<rliap8.  be  placed  at  flOO.OOO.OOO  addi- 
tional. Tlie  total  available  circulation  of  bank  bills  and  speete  being 
thus  in  tlie  neigltborhood  of  four  hundred  millions  of  dollars,  one-tliird. 
perhaps,  being  In  the  States  of  the  Confederacy. 

I.ACK  np  Okoantzation  amosio  Banks  in  1861. 

There  wnx,  however,  no  otgnniKution  among  the  hanks  of  the  ooon- 
try  by  which  tliiur  unlt4>d  rt>s<.mrco8  could  be  utilized  for  ii  gn.<at  necec- 
sity.  The  iMuikit  of  New  York  city  were  asMx'iated  in  the  rlearing- 
botiMO  and  it  wan  pototible  to  obtain  unity  of  action  among  the  banks  of 
HoHton  and  Philadclpbia,  but  none  of  the  bank  ofUcent  of  that  day  had 
bemi  accustometl  to  tlie  large  trauHaetioiu  rendered  neoeasary  bjr  the 
war.  They  did  not  n«alUe  the  power  and  reeouroee  of  the  eonntry  be- 
hind tlicm.  Moreover,  the  Independent  Treasury  system  of  hoardlnir 
OoTerument  fut>ds  in  the  (ioverument  vaultB  was  inimical  to  the  lieet 
use  of  the  banks. 

Oat^ptm^hj  aet  of  July.  1861.  atitborised  a  loan  of  |9S0,n)0,<l00. 
[dtbar  la  tweoty-year  Treasury  n<itc«  with  lutereet  not  exoeedlog  eeven 
ir  mot,  or  bi  aDren-thirty,  threo-year  Trmsory  notes;  and  by  art  of 
AuguMt  5,  ISffl,  authoriied  alz  per  eent.  twenty-year  bonds  la  which  to 
fund  the  Treamry  notca    The  eupcvaiao,  MTcn-thlrty,  applied  In  1 
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Treasury  not<«i,  referred  to  the  annual  interest  of  7.3  per  cent,  per  ao- 
nnm.  The  twenty-year  Treasury  note  alternative,  in  the  act  of  July, 
1881,  was  not  availed  of,  but  the  seven-tliirty  notes  were  largely  issued. 

LoAKS  BT  THK   BANKS  IN   1861. 

To  plac>e  the  seven-thirty  nnte  loan  the  banks  were  appealed  to,  that 
isi  tb»  aiiiiociatt>d  bunks  of  New  York  and  those  of  Philadelphia  and 
BoDtOD.  Tiu«e  baukH  on  Au^^t  15,  1861,  made  a  contract  with  tJie 
Secretary  to  take  lillSU.U(.)0,(K)0  of  Hecurities  in  three  Beparate  install- 
menta,  of  which  the  New  York  banks  subscribed  for  over  |102, 000,000. 

The  banks  realty  took  but  little  risk,  as  the  omtter  now  appears. 
Ti  H'd  subscriptions  for  the  loan,  and  paid  ten  percent,  of  tliB 

Hi  11  in  cash  to  the  Assistant  Treasurers  of  the  United  States, 

placiiiji;  the  remainder  to  the  credit  of  the  Government  on  the  books  of 
the  banks.  But  they  were  full  of  apprehension.  The  credit  of  the  (iov- 
emmeot  was  very  low,  and  if  it  bad  not  been  for  this  action  of  the 
bn&kj>  it  is  doubtful  if  public  confidence  could  have  been  secured. 
Rfly  niUUons  of  dollars  were  advanced  by  the  banks  on  August  15,  and 
flfty  niiJIions  more  on  October  1.  These  loans  were  secured  by  seven- 
thirty  notes.  On  November  16,  1861,  a  tliird  advance  of  fifty  mill- 
ioiw  wfUi  made  by  the  banks  in  return  for  an  equal  amount  of  six  per 
enx.  bonds  as  security.  These  loans  to  the  (ioverimient  exhausted 
tlie  peeouroew  of  the  banks.  If  they  had  been  peniiitted  to  hold  and 
diitbune  the  Government  money,  the  burden  upon  them  would,  no 
duubt.  have  been  lighter.  Tlie  Secretary  of  the  Treasury  would 
not,  however,  permit  this.  The  money  Wfis  first  drawn  from  the  banks 
and  plac«d  in  the  Treasury'  and  then  drawn  upon  again  for  the  ex- 
penses of  the  Government.  Large  sums  in  specie  were  sent  to  armies 
to  pay  the  tro<ip8  and  abroad  to  buy  supplies.  The  banking  machuiery 
was  inadequat-e  to  the  re-collecting  n{  the  scattered  funds,  and  specie 
payments  were  suspended  in  December,  1861. 

PraST  StIOGKSTION   OF  NATIONAL   BANKING    SYSTKM. 

The  incapacity  of  the  State  banks  to  act  together  no  doubt  first 
fflggested  to  the  Secretary  his  plan  fur  a  National  system.  If  no  legal- 
tender  noti!S  had  been  authorized  the  question  arises.  How  could  the 
banking  system  have  obtained  its  start,  with  what  kind  of  money  would 
it  have  puraha«ed  the  bonds  on  which  to  obtain  the  required  circulation. 

PossiBiLiTK  OK  Carrying  on  War  with  Bank  Notes. 

The  experience  with  the  legal-t«nder  notes  showed  that  8450,000,000 
of  these  notee  were  issued.  Assuming  that  one-third  of  this  issue  was 
rendered  necessary  by  the  excessive  depreciation  of  the  notes  at  certain 
period*,  and  that  the  depreciation  of  a  national  currency  founded  on 
bonds  would  have  been  very  much  less,  then  it  may  also  be  assumed 
tluit  tliree  hundred  mlUious  of  National  bankn(»tes,  once  in  circulation, 
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would  have  acoomplislied  all  the  work  of  9^50.000,000  of  iegal-t«Dder 
notes.  Under  the  act  of  1863,  the  first  National  Currenoy  Act,  the 
banks  were  peruiitteil  to  L<sue  circulation  to  the  par  value  of  the  bonds 
deposited.  Throe  hundred  millions  of  bonds  would  have  sufficed  to 
Ls«ue  the  n.ssuiucd  auunint  of  bank  not«s.  As  on  actual  fact,  the  New 
York,  Bociton  and  Philadelphia  banks  did  advance  one  hundred  and 
fifty  millions  in  cash  in  1801.  If,  in  exchange  for  this  one  hundred  and 
fifty  million!*  six  jw^r  cent,  bonds  had  been  deposited  In  tlje  Treasury, 
and  an  equal  lunount  of  notes  issued  to  the  banks,  who  can  say  that 
thejH^  nfttes,  guaranteed  by  the  Government  and  backed  by  the  credit 
of  the  banks,  would  not  have  supplied  the  place  of  the  Brst  issue  uf 
f  15().0(K),000  legal-tender  notes. 

Of  course,  the  banks  could  not  be  expected  to  change  their  charters 
for  Nntiotuil  ones  at  once;  but  the  notes  baaed  on  bonds  might  liave 
l>een  i.ssued  by  them  as  State  banks.  The  next  one  hundivd  and  flfty 
millions  could  easily  have  been  issued  by  the  State  banks  in  other  parts 
of  the  countrj-,  following  the  example  of  the  city  banks. 

Some  such  plan  was,  no  doubt,  perfectly  practicable,  and  waa  ac- 
tuolly  proposed  a  httle  later  by  O.  B.  Potter.  It  would,  perhaps,  have 
bridgvd  the  teniporary  difficulty  for  which  the  legal-tender  note  ap- 
peared the  only  remedy.  The  banking  system  which  would  have  grown 
op  on  such  a  iH-ginniiig  would  Lave  been  of  a  more  compo«ile  nature 
than  the  National  banking  system,  but  by  gradual  amendment  it  might 
liavo  develop*^!  itito  a  much  better  system  for  issuing  currency  as  it 
would  not  havf  had  the  legal-tender  note  or  ita  sucuesaors.  the  silver 
eertifloatea  and  Treasury  notes  of  1890,  to  contend  with. 


COXPARISON  OF   EXPRUIKaTS, 

These  speeulationB  ore  not  without  utility  in  showing  the  real  voltrnT 
of  the  expedieuta  actuoJIy  employed.  Huccess  is,  as  a  riile.  hi>wever, 
regarded  m»  endorsing  the  means  used,  and  the  Icgitl-tender  note  will 
always  be  looki>d  upon  as  one  of  the  main  fiiuuiciol  iustruuients  in  sav- 
ing the  life  of  the  nation.  If  It  had  been  kept  within  the  intention  of 
thoM  who  were  in  Congw  wh«n  It  was  antborixed,  it  would  not  hav« 
int«rf«nd  with  the  subMqoaat  darelopment  of  the  National  banking 

PROPoeKO  PtrsDora  or  LxoalTksdkk  Notss  Rxpkai.ki>. 

The  IcsaHaodar  not«a  of  Febraary.  18*2  ($190,000,000)  and  of  Jimii, 
18M  (1110^000,000),  vcre  all  fundable  at  the  optkm  uf  the  holdt-n  into 
lhr»4inNit]r  rix  par  oent  bondai  The  following  wocda  wen  {itintad  od 
th*  back  of  ttwnota: 

**  TM»  aoMi  Is  a  tapU  tender  tur  all  4e4>ia,  p«t>th>  atid  prtvaie,  •xotfit  daitn  e« 
la^uits  aad  laUwM  un  Ihr  pnblk'  >'■  '  M^iaMm  for  I'nitnlilUMMI 

9«r  oa*.  hnatf*  r«dnsuAbic  ai  lite  pi> ..  KMlStatOTatlrr  &«•  Tcan.' 
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On  tfarcti  3,  1863,  itnother  act  was  passed  authorizing  the  issne  of 
ouf  hundred  and  fifty  more  millions  of  legal-tender  notes,  but  contain- 
wvi  Uie  provi»iou  that  the  holders  of  United  States  notes  issued  under 

I  former  acts  "shall  present  the  sutne  for  the  purpose  of  exchanging 
tJiem  Idf  bonds  &a  therein  provided,  on  or  before  July  1,  18C3,  and 

^tJuamipou  the  right  to  exchange  the  same  shall  cease  and  deteruiine/' 

LBOAJL  TBIfDKBS  AXD   BoiTDS  TS  1863. 

Up  to  March  31,  1863,  $61,046,500  of  six  per  cent,  bonds  had  been 

|l«ued.     During  1863  these  bonds  had  been  quoted  at  least  half  the 

tiaiel>elow  par,  and  consequently  were  not  readily  exchanged  forlegal- 

lai(i(»f  notes.     For  the  llrst  three  months  of  1863  they  were  also  below 

I  Jar    On  the  whole  they  were  not  worth  as  much  as  legal  tenders  at  a 

Mime  when  there  were  so  much  better  opportunities  to  use  money. 

[liiiJy?l61,()56.000  legal-tender  notes  ha<l  been  issued  by  March  31, 1863, 

»U(1  J60,(HXl.OOO  of  these  merely  replaced  an  equal  .-unount  of  demand 

[oottti.    The  act  of  March  3,  1S63,  also  authorized  the  Secretary  to  issue 

I  tfln  forty  Ix^n  Js  at  not  more  than  six  per  cent,  interest.     He  tried  to 

I JMU*  diom  at  five  per  cent.,  but  the  loan  was  a  failure. 

Tlie  right  of  refunding  legal  tenders  into  six  per  cent,  bonds  was 
vitlidmwn  for  the  purpose  of  floating  the  five  per  cent,  loan,  because 
oooutt  would  take  bonds  at  the  lower  rate  of  interest  when  higher  rate 
boodn  could  be  bad  for  the  legal-tender  note. 

Tliat  the  right  of  exciiange  was  not  tlioujfht  much  of  by  the  public 
M  this  time  is  evident  from  the  fact  that  although  it  was  to  be  with- 
•Irawn  after  July  1,  between  March  31  and  July  1  only  $8,740,800  in 
'uper  cent,  bonds  were  issued.  Greenbacks  could  be  more  profitably 
■wd,  even  when  gold  was  155  premium,  than  to  fund  them  into  bonds 
*t  par.  So  the  right  to  fund  legal-tender  notes  into  twenty-year  bonds 
laietl^  lapsed,  although  the  fact  of  its  existence  was  the  principal  ar- 
at  in  favor  of  agreeing  to  the  legal-tender  enactment  in  the  minds 

ay.* 

Law  ABEooATdo  Rioht  of  Fxtstdisq. 

The  law  abrogating  this  riglit  was  a  breacii  of  contract  with  the 
holders  of  the  notes,  but  it  was  a  contract  not  valued  by  the  holders. 
^«n,  however,  the  bonds  began  to  rise  in  market  value  then  the  Gov- 
*niment  gained  greatly  in  premiums  which  would  have  been  lost  if  the 
fitlht  to  fund  Jegal-teuder  notes  in  the  bonds  had  been  retained. 

1 1865  Congress  authoriz«*d  Secretary  McCuUoch  to  reduce  the  vol- 

kof  legal-tender  notes,  and  their  aggregate  amount  was  contracted  to 

"flic  ^rmt  mtetake— greater  than  all  other  mistakes  in  the  management  of  the 
**r-»is  the  atn-u^tloti  of  the  rl^ht  to  fund  the  Kreonback  currency  into  irold  bondis, 
"I'TMdod  for  In  the  two  preceding:  acts.  AH  tbo  other  mistakes,  oiril  nod  military, 
•"••ch  oouurred  during  tbe  war  were  of  slight  consequonoe  when  compared  with  the 
J^JMfalerotta  «ad  grave  conseqnL-noes  resulting  from  tbia  one  mistake.— '*  Financial 
I  War."  by  E.  U.  Spauldlng. 
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$856,000, 000  in  1867.  The  largest  amount  of  legal-tender  notes  oatstand- 
ing  at  any  one  time  was  on  January  3, 1864,  and  was  $149,888,908.  The 
act  of  June  30, 1864,  provided  that  the  total  amount  issued  should  not 
exceed  $400,000,000,  and  an  additional  sum  not  exceeding  $50,000,000 
for  the  redemption  of  temporary  loans.  In  1867  Secretary  MoCnlloeb 
had  reduced  the  legal-tender  notes  to  $356,000,000.  They  continued 
at  this  amount  until  1874,  when,  in  response  to  the  demand  for  more 
money  caused  by  the  panic  of  1873,  the  aggregate  was  increased  to 
$882,000,000. 

Congress  Forbids  Further  Retirbicbnt  of  the  Leoai.  TicimKBS. 

In  1875  the  restriction  imposed  on  the  increase  of  National  bank 
circulation  above  $354,000,000  was  removed,  but  also  providing  that  as 
new  circulation  was  issued  to  banks  increasing  their  capital  or  to  newly 
organized  banks,  the  legal-tender  note  aggregate  was  to  be  reduced  by 
an  amount  equal  to  eiglity  per  cent,  of  the  new  National  bank  notes 
issued  until  such  aggregate  of  logal-tender  notes  should  be  reduced  to 
three  hundred  millions  of  dollars  and  no  more.  The  result  was  that 
on  May  31,  1878,  the  aggregate  had  been  reduced  to  $346,681,016.  On 
that  date  a  new  law  was  enacted  by  Congress  preventing  any  further 
reduction  in  the  amount  of  legal-tender  note8,  and  the  aggregate  of 
such  noten  has  since  continued  to  stand  at  $346,681,016. 

Restrictions  on  the  Circulation  op  Nationai.  Banks. 

Tlie  features  of  tlie  National  Currency  Act  preventing  the  National 
bank  notes  from  taking  iMK^session  of  the  field  occupied  by  the  legal- 
tender  notes  during  the  years  fn>in  1S(>,t  to  1878,  inclusive,  were  the 
provision  of  the  law  of  18t>4,  fixing  the  limit  of  notes  to  be  issued  to 
all  the  Imnks  at  thn>o  hiuKlnnl  millions  of  doUars,  and  the  pnnision  of 
tlie  act  of  Mun'l>  3,  18(>.'i,  that  one  luimlnHl  and  fifty  millions  should  be 
apportioui'd  to  n.'»s<K>iations  in  the  States  and  Territories  according  to 
IHtpulatiiin.  and  the  otiter  one  liundre<l  and  fifty  millions  to  associa- 
tions in  the  Stuto.s  and  Territories  uct'on.ling  to  the  existing  bankin>; 
capital,  n'M)un*es  and  busin(>ss  of  each  State.  The  apportionment  WB.t 
not.  however,  made  witli  exactitude  owing  to  the  greater  pressure  t<» 
f>htain  cin-nlation  esort«Hl  by  s»>me  States  tlian  by  others,  and  the 
anionntii  i>l>tuim*«l  by  the  iNUiks  in  some  of  tiie  States  was  much  leio> 
than  tlie  law  entitKnl  Iwiiiks  orpini/tMl  in  tlu>s<>  States  to  have.  When. 
then'fore,  a  new  litink  wa.'t  orjntniztHl  in  any  one  of  the  latter  StatetL  it 
exp(>rien«t><l  ditBculty  in  obtaining  <*in'ulation. 

.VcT  OK  Jri.Y  12.  1S7<1. 

This  rauMHl  complnint.  and  on  July  13.  187<*.  a  law  was  paand  in- 
on>Msing  the  aggn'gate  by  ^%4.tHK).iKK).  This  wa.<  nearly  all  issued  by 
1S73.  and  at  the  end  of  this  di-triluition  fourteen  States  and  Territoriee 
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tuui  980,900,000  more  than  their  share,  vihWa  thirty  States  and  Terri- 
tories had  Im8  than  they  were  entitled  to  hj  that  amount. 

These  restrictione  of  law  not  only  prevented  the  growth  of  I^ational' 
ikn  in  the  Sooth  and  We«t.  but  al(»o  prevented  the  banks  in  the 
istern  and  Middle  Stated  from  liwuiDg  as  much  circulation  aA 
fl    _  1  otherwise  liave  done. 

Prbhjums  on  Bonds  Affbct  Bajtk  Kotbs. 

Prom  1865  to  1875  these  restrictions  prevailed,  and  when  they  were 
removed  in  the  latt«r  year  the  premium  on  the  United  States  bondM 
depo«dted  to  secure  the  circulation  had  so  increased  that  there  was  a 
great  temptation  to  the  banks  to  retire  their  circulation  and  realize  the 
paeminm.  Congree««  refused  to  increase  the  ratio  of  circuhition  to 
bonds  a.9  the  value  of  the  beenrity  augmented,  so  that  many  of  the 
banks  in  partA  of  tije  oounlry  where  money  was  in  demand  incurred 
losses  by  retaining  clrt'ulaliou  to  the  extent  of  ninety  per  cent,  only 
apoti  the  par  value  of  bonds  worth  one  hundred  and  fifteen  as  early  aa 
187S.  The  act  of  1874  enabled  them  to  deposit  legal-tender  notes  to 
rwtire  their  circulation,  and  after  tiij;i  date  the  withdrawsd  of  bonds  to 
ranliae  the  premium  was  very  rapid. 

UxFA.voRABi£  Action  of  Conorbss. 

ileuKures  tending  to  maintain  the  National  bank  circulation  were 
unifcnuly  r^ected  by  Congress.  They  were  opposed  by  those  who  were 
in  favor  of  the  legal-tender  note  as  it  was,  and  by  those  who  desired 
the  «ulargenient  of  the  legal-tender  idea  to  the  extent  of  liaving  the 
'r»«aaupy  issue  quantities  of  flat  money.  Almost  every  Congress  bills 
were  Introdxif  ed  to  effect  the  substitution  of  legal-tender  notes  for  Na- 
tional bank  notes. 

The  silver  agitation  began  in  1874  and  1875,  and  resulted  in  the  res- 
toration of  the  coinage  of  the  silver  dollar  in  1878,  and  the  autboriz.ation 
of  Nlver  certificates. 

The  steady  attack  on  the  National  banking  system  produced  little 
effect  except  upon  its  circulation  issuing  power,  and  this  declined  be- 
canse  the  growing  premium  on  the  bonds  could  not  be  made  the  basis 
of  additional  circulation  without  the  action  of  Congress,  which  could 
not  1^  obtained  in  the  face  of  the  popular  agitation  of  financial  here- 
sies prevailing  during  tiie  perio<l  of  nearly  four  years  between  the  pas- 
fiage  of  the  act  for  the  resumption  of  specie  pa^Tnents  '"I^Fi  n""l  th^ 
fixed  date  of  resumption  on  January  1,  187i>. 

Popular  Opposition  to  Banks. 

Those  who  songht  the  repeal  of  the  Resumption  Act  and  a  wider 

leof  Irredeemable  paper,  as  well  as  those  who  desired  the  restoration 

'  th*  ciiinnire  of  silver  dollars,  opposed  any  law  that  might  have  pre- 
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aerred  or  Increased  ?(atUn*l  bank  eireohukwi.    Sotne  of  tbe 
and  predictions  of  that  period  will  be  shown  in  tbe  next  few  pagea. 

Tbb  Intercbas^qkablk  Boaro  Scmnnt 

ite  plan  with  tboee  wbo  advocated  unlimited,  tfredeeuiabie 
i'^Btftback  money,  wax  what  waa  known  as  tbe  3.^bond  plan.  In 
one  of  itfl  pha»e8  it  waa  advocat€>d  in  Congress  by  General  Butler  as 
early  as  1869.  In  its  more  complete  form  it  proposed  that  the  Govern- 
ment Hhould  iimue  a  bond  bearing  interest  at  the  rat«  of  3.05  per  eeot. 
per  aiinuui,  both  principal  and  intere^  payable  in  greenbacks.  Tbe 
greeiibuekH  were  to  be  payable  in  the  3.65  bund/$,  and  any  bolder  of  tbe 
lattercr>uld  obtain  greenbacks  for  them  to  the  amount  of  their  face  value 
with  at^crued  interest.  The  rate  3.65,  or  one  cent  per  day  on  $100,  was 
considered  very  ingenious,  as  it  would  make  the  amount  of  interest  due 
readily  ctilculated  by  the  holder  of  average  Intelligence.  It  was  no  new 
invention,  however,  as  a  similar  principle  had  been  adopted  in  the  issne 
of  the  Treiistiry  notes  of  1612,  which  bore  interest  at  tbe  rat«  of  5  8-6 
per  cent,  per  annum,  or  one  cent  and  a  half  per  day,  and  tbe  interest 
upon  the  seven-thirty  not«9  issued  by  Secretary  Chase  was  two  cents  a 
day.  8o  it  might  be  8aid  that  what  was  good  and  ingenious  about  the 
8.65-bond  plan  was  not  original. 

Tliis  scheme  was  very  plausible  and  taking,  and  was  supposed  by- 
many  to  be  a  perfe<'t  contrivance  for  making  the  legal-tender  note  cur- 
rency elastic,  and  at  all  times  correi^poiid  with  the  wants  of  budnees 
and  trade.  When  trade  was  dull  the  people  would  invest  their  redund- 
ant greenbacks  in  3.65  bonds,  and  when  bri»k  and  more  currency  was 
necessary,  it  could  be  obtained  by  presenting  the  3.65  bonds  for  redemp- 
tion. One  prominent  fliuinclal  writer  in  the  Weist  became  most  entbu- 
.  aiaxtic  in  favor  of  the  plan,  and  wrote  of  it  in  language  that  baj«  be^'ouie 
^lebntted,  as  "embodying  a  subtle  principle  whicli  will  reguhtre  the 
■cnremcnt  of  tlie  currency  as  accurately  as  the  motion  of  tlie  steam 
mglne  is  ri'gulated  l>y  its  governor. "  Simon  Newcomb  in  his  ABC 
of  Finance  must  skilfully  exposed  the  fallacy  of  this  scheme  of  appar- 
Mit  redemption.     He  says: 

"Tlir  prlnHplni  on  which  thin  ItutMiinnii  iiyiitmn  of  finance  are  baaed  ae«d  not! 
mnOriixl  to  motif)- ;  they  i-an  hImi  I>c  Hi>|>lii'«l  to  n*vlK»tion  no  m  to  pmrmt  ab^ 
wm-ka.  A  uMit'u  an<!hor  trtHjucnil}-  fullti  to  h<il<l  Uet  la  a  Ktorm,  and  she  may  thii 
I  Im*  ilrlrrii  I  tn  i>  Itv  nhom.  (k-orcs  of  vivbob  an-  wrrckol  In  thin  way  every  year.  Tli»' 
'  ■lorlni;  which  In  oihmi  I<>  hII  Oil-  work]  lit  tlilx ;  l)i«f>cn«r  with  all  nurli 
^^____  .lit  Ntirhom,  Kiid  wml  yoar  *hli»ii  out  In  puin.    Tbt-ii  wlu'iii'v««r  ymrr 

Tim  -I.  I  luifk"  aud  Uio  IKsim  Whvc— «rr  In  (Unvrr  of  l>rlnff  blown  orn  a  k^ 

.i„,r.    In  1  r f  wind,  laah  tic  Vj%\ih'  firmly  t<>  tin-  Oit-an  Wm.-  so  ttuu  th»  wl« 

'    '  tin  InrJi.    Thm  Uwh  the  (•(.••."an  Wave  to  thi'  Kinfl*'  no  Ibat  riii*  ea 

Then  tbv  two  iihl|>ii  will  Md  drOiiDi'e  to  the  st<irm,  and  Itinlr  crr« 

, u  ,..  Hi.,  w  ihiiw  nnwimi  i'«|iutliix  who  iriin  n,  .ifuhiini  ttrlflli 

|.,  II..,,,  ipli-x  Involved.    Tin- Kaicle  l«  tli.  .  Ilw  O 

Wa*<- lti«  u..,.i  '"*'''  ■■'  lo'Mvt  ^n  Ibe  ttoad  a!i1l>>  uihrrtlri  ill 


.,,1 
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iTVave.  The  bond  Is  based  on  the  greenback  as  the  Ocean  Wave  Is  lashed  to 
The  EivKle.  And  thns  we  see  In  na>igatton  as  tn  ftnanw,  a  'subtle  principle '  which 
_will  rctfiilate  the  movement  of  tlnanee  and  ships  *  as  accurately  as  the  motion  of  the 

i  tngiiie  ts  related  by  Its  governor.'  " 

Action  ok  Grbbsback  Convbstion,  1876. 

This  plat),  as  well  as  most  others  proposed  by  the  greenback  advo- 
cates. Involved  a  retirement  of  National  bank  eircnlation,  and  this  was 
Ivocated  even  by  tliose  who  would  make  the  paper  of  the  Governinent 
lal  with  gold.  The  greenback  convention  held  at  IndianapolLg  in 
187fi,  and  which  nominated  Peter  Cooper  for  Pre.sident,  declared  that 
a  United  States  note  issued  directly  by  the  Government  and  fundable 
into  bonds  bearing  interest  not  exceeding;  one  cent  a  day  on  9100  and 
exchangeable  for  United  States  notes  at  par,  was  the  best  circulating 
medium  ever  devised,  and  insisted  in  the  lanjjua^e  of  Thomas  Jeffer- 
Boti,  that  "  bank  paper  must  be  suppressed,  and  the  circulation  restored 
to  the  nation,  to  whom  it  belongs." 

The  Prohibition  convention  in  the  same  year  declared  that  tlie  na- 
tional Government  alone  should  have  the  high  prerogative  of  issuing 
paper  money,  altbougli  such  paper  money  should  be  redeemable  in  gold 
and  silver  on  demand.  In  1878  the  National  Party,  the  new  name  taken 
by  the  Greenbaukers,  at  Toledo,  announced  tliat  ail  bank  issues  de- 
signed to  circulate  as  money  should  be  suppressed,  and  United  States 
jiotee  should  be  a  legal  tender  at  their  stamped  value.  This  vixs  fiat 
nney.  In  the  Forty-fifth  Congress  two  bills  were  offered  in  the  Senate 
ad  fourteen  in  the  House  to  repeal  the  Resumption  Act.  A  iifteeuth 
bill  to  this  effect  passed  the  House  in  November,  1878,  by  133  to  120. 
It  rested  in  the  Senate. 

Mr.  Townshend,  of  Illinois,  offered  a  resolution  "instructing  the 
Committee  on  Banking  and  Currency  to  Inquire  into  the  expediency  of 
withdrawing  the  National  bank  circulation  and  winding  up  the  Na- 
tional banks,  and  providing  the  country  witli  greenbacks  or  other  cur- 
rency of  similar  cliaracter."  Mr.  Cobb,  of  Indiana,  offered  a  bill  "for 
the  withdrawal  of  National  bank  currency  and  the  issue  of  ij.^00,000,- 
000  of  legal-tender  Treasury  notes."  Mr.  Hunter,  of  the  same  tltate, 
proposed  *'  to  reissue  all  the  greenbacks  redeemed  under  the  Resump- 
Liim  Act  and  pay  them  out  on  the  public  debt."  Mr.  Hartzell,  of  lili- 
ouis^  offered  a  bill  "  to  substitute  greenbacks  for  the  issues  of  National 
banking  associations,"  and  his  colleague,  Mr.  Fort,  proposed  a  measure 
lo  aecompiish  the  same  result  gradually.  Mr.  Riddle,  of  Temiessee, 
wantetJ  to  forbid  the  organization  of  new  banks,  and  to  prohibit  the 
recharter  of  those  in  operation.  Mr.  Buckner,  of  Missouri,  offered  a 
bill  "to  retire  the  National  bank  notes,"  which  was  perfected,  re- 
ported from  the  Committee  on  Banking  and  Currency,  and  made  a 
i^ieoial  order  fur  April  23,  1878,  but  was  not  then  reached  for  action. 


142  mSTOSr  OF  SANKINQ. 


VOWS  OF  THE  COBCPTROIiIiBR  OF  THB  COBBBKCY  US  1878. 

On  February  19,  1878,  the  Comptroller  of  the  Currency,  by  the  re- 
quest of  the  Committee  on  Banking  and  Currency,  gave  his  views  rel- 
ative to  the  bill  for  retiring  the  circulating  notes  of  National  banks, 
etc.  The  bill  proposed  notes  in  the  form  "  The  United  States  of  Amer- 
ica are  indebted  to  the  bearer  in  the  sum  of dollars."    They  were 

to  be  legal  tender,  receivable  for  all  dues,  public  and  private,  except  for 
obligations  made  payable  in  coin  or  lawful  money  under  existing  laws, 
and  were  to  be  receivable  at  par  for  four  per  cent,  bonds.  These  notes 
were  to  be  equal  in  amount  to  the  National  bank  circulation  and  ex- 
changeable for  it.  The  Comptroller  expressed  the  opinion  that  it  was 
doubtful  whether  vested  rights  of  National  banks  could  be  disturbed  ; 
that  if  the  National  system  was  abolished,  the  tax  on  State  bank  cir- 
culation would  be  repealed  and  State  banks  re-established.  lie  went 
on  to  show  the  advantages  of  tlie  National  system,  quot^_the  opinions 
of  Hamilton,  Dallas,  Oallatin  and  Chase  as  to  the  dangers  oTTTbvem- 
ment  ptiper,  and  showoil  the  greater  safety  enjoyed  by  the  public,  both 
as  to  circulation  and  deposits,  under  the  National  system.  The  profits 
of  the  National  bankn,  as  shown  by  their  dividends,  were  not  exoesrive; 
their  protit  on  circulation,  base<)  on  four  per  cent,  bonds,  was  not  more 
tluin  1  11-10  iM>r  (H>nt. ;  that  the  banks  had  been  and  would  still  be  of 
gn'iit  sorvlco  In  funding  the  debt  of  the  United  States,  and  that  no  sav- 
ing to  the  ( jovornment  inmld  be  effected  by  the  passage  of  the  bill,  in- 
asmuch n.x  the  holdeni  of  the  bonds  would  still  receive  interest  upon 
them. 

The  i*ommitt«^  seemed  to  be  under  a  vague  impression  that  by  as- 
suming the  redemption  of  National  bank  circulation  in  the  United  States 
notes  provided  by  the  bill,  the  (lovemment  would  have  the  right  to 
seize  and  cancel  the  Itonds  upon  deptwit  with  it.  This  vague  idea,  to 
the  injustii>e  of  which  stmie  Representatives  seemed  to  be  blinded  by 
their  pn>judioe  agtiinst  the  banks,  formed  the  basis  of  most  of  the 
schemos  for  snlwitituting  (iovommeut  paper  for  National  bank  notes. 
The  y<>ar  IST^  was  especially  prolific  of  paiuphlets  and  arguments  on 
b«tth  sidi>s  «>f  the  ((uwtiou.  Thoise  in  favor  of  carrying  into  effect  the 
n^suuiptiou  law  advocateil  an  honesit  policy  toward  the  National  sys- 
tem. The  op|Mwite  |wrty  found  one  of  their  strongest  positions  was  to 
appeal  to  and  excite  in  every  way  the  popular  prejudice  against  the 
banks.  J.  W.  Schnckers  and  Henry  C.  Baird.  of  Philadelphia,  and 
IVter  l\x»p«»r.  were  pitmiinent  paper-money  advocates.  On  the  other 
side.  Trof.  Siuum  Newoitmb  and  Thomaii  M.  Nichol  were  the  authors 
of  ct^nit  pamphlets  in  favor  of  M>in  redemption  and  honest  money. 

.\TTAOISS  <>>■  THE  RKSrHPTIOS  ACT. 

At  tlu>  lime,  with  the  eipt>rienc«>  of  how  quietly  and  eAeiently  the 
RM^nutption  Aot  went  into  etTeot.  it  i>«em$  impomible  that  men  eoold 
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have  be«n  bo  frantically  earnest  in  1877  and  1878  to  secure  its  repeal 
at  any  price.  Mr.  Sf^liuokers.  in  1877,  wrote:  "The  ituinediate  duty  \» 
to  repeal  the  Resumption  Act — tliat  wicked  and  infamous  enemy  of 
labor,  of  property,  of  morals  and  of  order  ! "  The  sapreine  duty  was 
"  tlie  doty  of  effecting  an  utter  and  final  divorcement  between  the  Gov- 
ernment and  the  bank-s."  He  took  General  Garfield  to  task  for  sayhig 
that  the  condition  of  the  country  was,  on  the  whole,  sound  and  satis- 
&ictory —  "  hut , "  he  exclaims,  ' '  what  a  fearful  mockery  is  this  of  the  des- 
olation and  anxiety,  and  actual  want^  that  reign  in  tons  and  hundred.s 
of  households  througtiout  the  length  and  breadth  of  the  land,  wroaght 
by  thin  Infamona  resumption  robbery.     I  dare  not  dwell  further  here 

St  my  indignation  should  get  the  upper  hand  of  my  friendship  for  a 
M'houi  I  wish  always  to  re.spect."  * 
On  April  1, 1878,  the  Banking  and  Currency  Committee  of  the  House 
comiueooed  taking  the  testimony  in  regard  to  the  propriety  uf  repeaUng 
the  act  for  the  resumption  of  specie  payments.  Mr.  Buckner  was  chair- 
man of  the  committee.  Mr.  Ewing,  of  Ohio,  wa.<i  a  prominent  oppo- 
nent of  the  resumption  plan,  and  the  majority  of  the  committee  were 
in  faror  of  repealing  the  resumption  law.  Mr.  Hhertnan,  Secretary  of 
the  Treasury,  in  reply  to  inquiries,  stated  that  the  available  gold  on 
hand  on  resumption  day  would,  he  expected,  be  between  $125,000,000 
and  9140.000,000,  and  that  he  expected  only  to  sustain  the  legal-t«nder 
not  A  issues  of  the  Government.     The  National  batiks  and  State  banks 

id  individuals  would  take  care  of  themselves.     Mr.  Sherman's  testi- 

»ny  continued  from  April  1  to  April  16. 

OPISIONS  OF  PlXANClKBS  ASTD   OthKRS. 

If,  Colgate,  of  New  York,  was  next  before  the  committee,  and  was 
le  opinion  that  gold  and  greenbaclu  might  be  interchangeable  on 
January  1,  1879,  or  perhaps  before,  but  regarded  the  prospect  of  per- 
BDt  resumption  with  $140,000,000  of  coin  a  doubtful  experiment, 
th(ia|(h  all  the  circumstances  were  then  favorable. 
William  H.  Winder,  of  New  York,  said  that  a  convertible  currency — 
that  is,  a  paper  currency  not  a  legal  tender,  convertible  into  coin  on  de- 
wand — w&t  a  monstrouB  device,  wholly  in  the  interest  of  the  foreign 
creditor,  and  fatal  to  domestic  productive  industries  of  a  debtor  country. 
•  •  •  A  law  exacting  convertibility  is  an  umuitigated  e\'il,  with  no  re- 
deeming trait.  ♦  ♦  *  It  was  better  to  have  gold  at  a  premimn.  Apre- 
inituu  of  100  per  cent,  would  be  of  incalculable  advantage  to  every  Ameri- 
eaa  productive  industry.  *  *  *  A  premium  on  gold  is  a  bounty  on 
exports  and  a  duty  on  Imports.  *  *  *  The  volume  of  paper  should  be 
QDchaoged;  and,  when  this  was  the  case,  the  premium  on  gold  was  due 
not  to  the  depreciation  of  the  paper,  but  to  a  foreign  demand  for  gold, 

*  licTiew  of  0«ncr«l  Garfleld'a  speecb  oa  Specie  Payments  In  letter  of  J.  W.  Schuck- 
«nto  Hon.  WUUam  D.  Keller.  November  aS,  1877,    Henry  C.  Perry,  Publisher,  Phlla- 
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which,  by  taking  It  from  the  country,  decreased  the  aggregate  of  money 
and  caused  a  rise  of  prices.  ♦  *  •  A  pajier  legal-tender  currency  for 
domestic  purposes  was  advantageous  on  account  of  its  unvarytui;  vol- 
ume; its  steadinem  was  superlative.  A  gold  volume  is  of  all  t)ung«  on 
earth  the  most  unsteady,  the  most  fluctuating,  the  most  treaclierous. 

♦  •  ♦  The  great  legislative  wrong  was  the  change  of  payment  of 
bonds  from  legal  tenders  to  coin.  Lunatics  from  an  asylum  could  not 
have  worked  greater  mischief.  *  ♦  *  The  sun  at  noonday  was  not 
a  more  indisputable  fact  than  the  impracticability  of  the  resumption  of 
specie  payments.  *  *  *  Mr.  Sherman's  whole  exposition  of  tlie  plan 
was  an  agglomeration  of  ifs,  ands,  and  buts  and  contingencies,  that  no 
one  would  want  specie.  •  »  ♦  England  was  whispering  with  a  ser- 
pent tongue  into  the  ear  of  our  Secretary.  •  ♦  •  An  English  gen- 
tleman came  to  this  country*  with  iJ500,000  to  obtain  the  demonetisa- 
tion of  siJver.  •  ♦  •  He  had  no  occasion  to  use  it.  The  committee 
in  Congress  receivwl  him  as  their  Gamaliel.  ♦  •  •  Tlie  Secretary 
oould  not  nortiiinly  mauitaiii  specie  payments  if  he  bad  gold  equal  to 
the  pa|)or  circulation.  •  *  •  The  Resumption  Act  should  be  re- 
P<i«UkI.  *  *  *  No  benefit  oould  eouie  from  resumption  eseept  to  the 
fomlgnor.    •    •    * 

Mr.  V«'rmllyc,  of  New  York,  had  supposed  that  the  Resumption  Law 
provided  fur  the  absolute  rpdeniptkm  of  legal-tender  notes,  but  did  not 
•ee  any  difficulty  in  resuming  and  uiaiutaining  resumption.  If  the  re- 
lame  ocuued  Inoonvenienoe  the  Secretary  could  commence  to  retire  the 
nofcc  •  «  *  The  combined  legal-tender  and  National  bank  not«t 
formed  a  currency  more  tlian  was  requisite  for  the  wants  of  buni 

•  •    •     He  would  be  willing  to  let  the  paper  money  of  the  count 
flooflaed  entirely  to  greenttackB,  and  let  the  National  bank  not«0  go  oat 
of  efavulation. 

Jolui  A.  Stewart,  President  of  the  United  States  Trust  Company. 
New  York  :  If  resumption  meiutt  final  redemption  of  legal-tender  note*, 
did  not  think  it  could  be  maintained;  but  the  payment  in  coin  and  sab- 
•eqnont  reimiies  were  practicable.  The  people,  from  cuiioaitj,  ml|^t 
want  gold  at  Urst,  but  would  sotm  be  Batisfled.  The  legal-t«od6r  noMa 
were  the  moat  oonTcnient.  *  •  •  Under  the  Secretary's  plan  nf  re- 
MtmpLion  tlMfe  would  l»  a  healthy  ezpamiiou  of  the  earreney.  •  •  • 
The  hoose  of  A.  T.  Stewart,  of  New  York,  had  for  imuie  weeks  past 
bean  pajrinjc  gold  in  obanga  to  lodlea  who  go  then  to  bay  gpod*.  At 
Infc  Umj  «m«  anxioas  to  get  tlia  gold,  but  aftarwarja  preferred  papw., 

SUtasd  B.  Pnltan,  of  CfaMinoati,  did  not  think  It 
■MlnAaiii  ipaeia  payment*  after  January  1,  1879.    •    •    •    TbeKi 
»«*'»^''^ i9*t*<B  **■  ('»*  main  rjvim*  of  the  distnea  that  eziata.    *    *   V 
The  bank*  had  etMt  the  piH>pl»  c»ver  tSOO.noO, 000.    •    •    •    The  •vsT' 
lee  and  rupkllty  of  the  banks  woold  force  iaffalteoder  no<«e^  Ibe  anpe^ 

•Tktoivflna  to  tktaU«a*dtMlaf  BraiMitaHlBUUseoeeUyNi  Mtt    Mr.Stfd 
■i  k«  WW  ant  la  tki*  Mvotfr  I 


ALKXANDER   HAMILTON. 

Kom  January  11,  1757;  ilied  July  I'J,  ISiM. 

l)istingui.sli(>d  for  his  work  in  framinj?  tlic  Ounstitntioii  of 
the  Unire<l  Stute.s;  noted  fiimncier  and  tirst  Sec-rotary  of  th(i 
Treasury,  1789-95. 

StHt  hiojirupliical  .skotcli,  page  It'.i. 
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rior  correnoy,  out  of  drcolation.  •  •  *  Tliere  would  be  great  ex- 
p&nsiou  from  free  issue  of  National  currency. 

A.  J.  Warner,  of  Marietta,  Ohio:  Specie  paymentH  on  January  1, 
1S7D,  were  not  at  once  practicable  and  consistent  with  the  general  wel- 
fare of  the  country.  *  *  ♦  The  people  would  prefer  the  larger  por- 
tion of  their  currency  to  be  coin.  ♦  •  •  The  Secretary,  even  with 
the  cooperation  of  the  National  bank-s,  could  not  uiaintnin  $650,000,- 
<J00of  convertible  currency  in  circulation  in  the  United  States.  *  *  * 
The  effect  of  the  Resumption  Ijiw  has  l)een  to  greatly  lessen  the  total 
prwluction  of  the  country,  and  greatly  to  lessen,  If  not  to  stop  alto- 
getlier,  the  increase  of  national  wealth. 

Henry  C.  Baird,  of  Philadelphia  :  The  Government  and  the 
will  not  be  able  to  sustain  resumption  after  January  1,  1879. 
•  Tlie  practical  way  to  bring  about  prf^sperity  was  an  increase 
of  circulation  from  $650,000,000  to  !!!2, 000, 000,000.  ♦  •  ♦  Specie  pay- 
ments were  a  relic  of  barbarism  which  haa  long  outlived  its  day  and 
osefuhiesB.  •  ♦  ♦  The  |2,000, 000,000  of  currency  would  not  be  a 
debt  of  the  Oovemraent.  When  asked  if  it  would  not  have  to  be  paid 
at  8ome  time,  Mr.  Baird  answered,  "No,  never."  »  *  *  The  people 
of  tlie  world  have  been  enslaved  for  thouttands  of  yeara  by  the  metallic 
bin.  •  *  *  The  reason  the  French  assignats  depreciated  was  be- 
the  English  Government  and  the  vmiijiis  together  were  engaged 
In  counterfeiting  the  a«H.ignat«,  and  the  counterfeits  were  so  good  they 
could  not  be  told  from  the  genoine  ones. 

George  S.  Coe,  of  New  York ;  His  idea  of  resumption  waa,  that  in 
1875,  when  the  law  was  passed,  it  was  the  Intention  to  pay  or  fund  the 
legal-lender  notes  and  depend  on  tliree  or  four  hundred  millions  of  Na- 
liuiial  bank  notes  and  coin.  *  *  *  If  the  restraint  of  the  legal- 
tender  act  were  removed  on  resumption,  coin  woidd  take  the  place  of 
nearly  all  if  not  the  whole  of  the  legal-tender  notes.  *  *  *  Three 
hundred  millions  of  legal-tender  notes  and  three  hundred  and  fifty 
millions  of  National  bank  notes  could  be  maintained  permanently,  ex- 
cluiDgeable  or  convertible  with  the  gold  held  by  the  Treasury  and 
banks  and  what  would  come  into  the  couutry,  and  the  Secretary  could 
safely  resume  on  January  1. 

George  Opdyke,  of  New  York:  It  was  practicable  and  consLstent 
with  the  pnbUc  welfare  to  resume  and  maintain  specie  payments  on  and 
after  January  1,  1679.  *  •  »  The  amount  of  coin  already  in  the 
country  was  ample.  ♦  •  ♦  In  view  of  the  strong  confidence  of  the 
people  in  the  present  paper  money,  grounded  on  its  perfect  security, 
the  baiikit  mid  the  Government  would  l>e  likely  to  receive  from  the  peo- 
ple a  larger  amount  of  gold  than  they  would  draw  out. 

Joseph  Seligman :  The  pax>er  currency  of  the  country  could  be  kept 
afloat  with  the  coin  in  the  country.  All  that  was  necessary  was  the 
confidence  of  the  people  that  they  could  get  coin  when  they  wanted  it; 
when  this  was  believed  the  majority  of  the  people  would  not  want  coin. 
10 
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OPOnONS  OK   MRSSKS.  WrSTOS,  WRISHT,    HBISRR  and  SCHrCKKRSw 

deoTga  M.  Weston,  of  Maine :  Specie  payments  might  be  restitued, 
but  they  would  not  be  maintained.  There  was  no  instance  of  the 
uiainteuance  of  specie  payments  where  the  proportions  of  paper  cur- 
rency to  coin  were  such  as  they  were  then  in  the  United  States.  A 
paper  money  receivable  for  all  public  dues  and  private  dnes,  and  not 
redeemable  in  coin,  fixed  in  amount  and  increased  every  year  in  a  ratio 
which  would  approximate  the  increase  of  businees  demands,  would  be 
the  most  perfectly  stable  money  that  could  be  had.     ♦    ♦    • 

Benjamin  H.  Wright,  of  Rome,  N.  Y. :  Specie  payments  may  be 
maintained,  bat  the  plan  is  very  crude  and  imperfect  from  its  origin. 
It  liad  no  sure  basis  to  start  on.  •  •  *  Its  birth  was  a  party  cau- 
eus,  a  ocnwirable  adjunct  of  a  legislative  hall  *  •  «  The  Secretory 
should  be  authorized  to  exchange  with  the  National  banks  c<^  (or 
legal-tender  notes  and  legal-tender  notes  for  coin. 

Henry  A.  Uciser,  of  New  York:  It  would  be  impossible  for  the 
Secretary  to  maintain  specie  payments  with  the  present  volume  of  th« 
paper  currency.  *  ♦  ♦  The  fact  that  gold  was  such  a  novelty  would, 
when  resumption  day  arrived,  lead  a  great  number  of  store-keepen>  and 
others  to  give  notice  that  they  had  resumed  specie  payment.  Those 
who  received  gold  from  them  would  put  it  away,  so  tliat  there  would 
b«  a  virtual  withdrawal  of  forty  millions  from  circulation.  If  ther« 
was  free  circulation  of  gold  and  paper  fifty  per  cent,  would  be  rnin. 

J.  W.  Sohuckers,  of  Pennsylvania,  was  the  last  gentleman  whognve 
his  opinion :  It  was  not  consistent  with  the  public  welfare  to  resume 
specie  paymentM  on  January  1,  1879,  nor  at  any  other  time.  •  •  ♦ 
The  decline  in  gold  was  due  to  progressive  prostration  of  industry  and 
to  "rigging"  the  excliange  market  by  the  bonk  syndicate.  •  •  •  It 
will  be  found  more  difficult  to  get  rid  of  the  nominal  premium  of  one- 
half  to  one  per  cent,  than  it  waa  to  reduce  the  premium  from  eight  or 
ten  per  cent,  down  to  one.  •  •  •  The  inconvertible  system  of  money 
was  to  l>e  preferrwl.  •  *  ♦  A  really  flexible  currency  does  not  ex- 
ist, and  a  cot»vertible  currency  CAUuot  Im?  uuule  so.  ♦  •  ♦  Mr.  Sher- 
ninii  overestimates  his  resources.  His  plans  are  very  plausible ;  a»  th* 
detector*  say  of  gfMxl  counterfeits,  "they  are  well  calculated  to deocivc. " 
•  •  ♦  His  tilttmate  and  efficient  preparation  for  resumption  will  not 
1)e  more  than  ^5,858, 0(Xl.  •  •  •  Nothing  in  the  world  is  more  e«r< 
tjiin  than  that  Mr.  Sherman's  whole  dispoaabls  rMerre  may  be  drained 
•way  from  him  in  twenty  to  thirty  days.  •  ■  •  The  bankj  could. 
in  a  singlt*  hour,  precipitate  twenty-five  or  thirty  millions  ol  coin  cer- 
tifiaatcM  upon  the  Treasury.  •  •  •  When  a  demand  Is  made  on  the 
banks  for  coin,  they  must  get  It  from  the  Treasury.  •  •  •  The  Be- 
Mumption  I<aw  otight  to  be  repealed  with  as  little  delay  ts  Ic^latlre 
forma  will  permit. 
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Law  op  Ji'LY  12,  1870. 

Tl\w  law  of  July,  1870,  as  previously  stated,  authorized  an  additional 
'our  millions  of  National  bank  circulation.     This  had  been 
-irlbuT«»d  by  November.  1878.     The  soiue  law  provided  that 
i;lw»n  tho  adcytional  circulation  tihould  l>e  t^iken  up,  the  Comptroller 
Fhuiilil.  in  order  to  nnpply  further  demands  <»f  bunks  organized  or  to  be 
>rirantze(]  in  States  liaviu^r  les.«i  than  their  proportion  of  circulation,  be- 
in  t  -  .»w  ciri'iilnlion  from  batiks  in  State.s  and  Territories  hav- 
^g  I  III  their  pm}>ortion.     This  proces.s  was  to  couiiuence  with 
nk^  havinjf  over  one  million  circulation  in  all  Stateu  having  an  ex- 
Be.is,  and  then  proceed  pro  rata  with  other  bunks  ha%'ing  a  circulation 
tceediiiiz  three  hundred  thousand  in  States  having  the  largest  excess 
if  cirt'nlatlou,  and  reducing  the  circulation  of  «uch  banks  haviug  the 
if  est  proportion  in  excess^,  lea\'ing  undisturbed  luiy  States  having  a 
Jler  proportion  until  those  in  greatt-st  excess  should  be  reduced  to 
fthe  same  grade,  and  continuing  until  the  lull  amount  of  twenty-five 
uiilUona  was  withdrawn. 

Under  this  law  the  twenty-five  uiilUons  would  have  l)een  withdrawn 
four  banks  in  New  York  city,  thirty-seven  in  fioston,  twenty-one 
In  Mas.'iachiuHftts,  seventeen  in  Providence  and  fifteen  in  Connecticut, 
fotliiug  win  illustrate  the  lack  of  legi.slative  wisdom  more  than  this 
ieasiire,  eo  calculated  to  re.strict  the  free  issue  of  bank  notes  in  re- 
sponse to  the  wants  of  business.  It  was,  however,  a  part  of  the  policy 
it  r^id-Xestcaint  adopted  from  1863  to  1875,  when  the  limit  on  bank 
TOes  Tras  removed.  Tiie  very  localities  where  the  circulation  was 
funet  useful  were  deprived  of  it.  The  Comptroller  in  1873  asked  for 
Hie  repeal  of  this  provision  and  recommended  that  twenty  five  addi- 
ticinal  millioits  be  authorized  to  be  iasaed  to  banks  in  States  having  less 
than  tlieir  proportion. 

Rkdkmptios  of  Nationax  Bask  Notks  ts  Lawfdl  Montjy. 

The  laws  of  1863  and  1864  made  the  National  bank  notes  redeema- 
in  lawful  money,  that  is  in  legal-tender  notes,  the  only  lawful 
?y  before  specie  payments  wore  resumed.  From  1863  to  1873  the 
lut  of  oatstanduig  legal-tender  notes  was  largely  in  excess  of  the 
tatlottal  bank  notes  in  circulation.  During  the  latter  year  the  amounts 
1356,000,000  legal-tender  notes  and  about  $350,000,000  of  bank 
There  waa  couse^juently  no  redemption  of  the  latter  in  the 
riormer.  and  there  was  no  ehisticity  of  uicreaae  and  decrease  of  the  ag- 
gregate mans  of  the  two  forms  of  paper  currency,  in  conformity  with 
I  the  fluctuating  demands  of  business.  Thus  when  general  business  was 
I  dull  large  accumulations  of  paper  money  occurred  in  the  flnancial  cen- 
[tent,  unduly  stimulating  speculative  enterprises,  so  that  when  the  gen- 
lof  the  country  increased,  a  scarcity  was  felt  which  it  waa 
I  supply. 
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In  1873  the  Comptroller  concluded  that  to  gi\e  the  proper  elafltioityj 
to  the  National  bank  note  it  would  b«  necemsary  to  increase  the  i^sueM 
until  they  were  at  least  one  hundred  millions  in  excess  of  the  amoncti 
of  legal-tender  not«ii.     A  reduction  of  the  latter  notes  would  hai'e  the 
same  effect.     If  the  proper  proportion  were  obtained  between  the  law- 
ful money  issues  and  those  of  the  banks,  the  bank  notes  would  tend  to 
increase  whenever  businewi  throughout  the  country  demanded  raorai 
money.     Whenever  they  became  redundant— »-digfet-<liscount  at  thel 
money  centers  would  force  their  redemption  and  prevent  snch  an  aecu-^l 
mulation  as  would  encourage  undue  speculation. 

Act  of  Junk  20.  1874. 

The  act  of  June  2n,  1874  was,  perhaps,  in  part  the  result  of  th«| 
recommendationH  of  the  Comptroller  made  in  1873,  but  It  contained, 
contrary  to  liis  recommendations,  further  provisions  for  enforcing  thej 
pernicious  redistribution  of  circulation  scheme  of  the  act  of  1870.     ThiflJ 
had  not  been  carried  out  because  it  was  not  to  go  into  effect  antil 
full  1^54,000,000  of  circulation  iiad  been  issued,  and  in  pntdice  the 
van  always  a  small  margin  between  the  amount  actually  i8^ucd  and' 
this  limit.     Moreover,  there  was  no  way  of  expeditiously  gathuruig  ap 
and  returning  the  circulation,  which  might  be  called  for  from  any  p«us 
ticulor  bank. 

The  act  of  1874  provided  for  a  redemption  agency  at  the  United  | 
States  Treasury,  in  lieu  of  the  bonk  redemption  agents  previously  ex- 
isting, wiiere  Tiatiunul  bank  iiott!fl  were  to  be  redeemed  in  lawful  money. 
It  removed  the  lawful  money  reserves  previously  required  to  bf  k«pt  oa  j 
Xittional  bank  notes.     It  permitted  National  banks  to  with< Ira w  theit 
tninds  by  doiMwiting  legal-tender  notes  In  the  Treasury  to  protect  lh«»] 
irnited  Statf s  in  its  assumption  of  the  payment  on  demand  of  the  bonl 
boU'H  previously  secured  by  the  bonds.     It  required  the  Aialfltaut  Tr 
orent  and  deiiiguatM  depositories  to  gather  up  and  assort  bank  notes' 
and  send  them  in  for  redemption.     It  inercaHcd  the  amount  of  oireola- 
tion  to  be  withdrawn  from  batikti  h>  Htates  having  muro  than  their  pro- 
portion to  ftfty-flve  mllUoaa,  and  directed  tlie  Comptroller  to  proeeed. 
at  otioe  to  this  withdrawal  without  waiting  for  the  issue  ot  the  whol«| 
$354,000,1)00  limited  aggregate.     The  some  act  fixed  the  legalteodec 
Dotea  at  the  IncreMed  amount  of  $382, 000, 000.    The  banks  In  oi>er*tIc 
were  each  rfH]uirod  to  deposit  with  the  United  Htates  TreeAuer  an" 
aaumnt  of  lawful  money  equal  to  Ave  per  cent,  of  their  dreolation, 
this  turn  to  be  in  lioa  of  adl  romrve  on  their  iasiies,  and  abo  to  oooot  as 
a  portioo  of  the  reeerve  required  on  their  depodta 

OpxaATioB  ov  Act  of  Jnsn  SO,  1874. 

While  tlio  act  was  ostensibly  unc  to  reqnirn  the  redcmpllfla  of  ' 
bank  tiot49S,  yK  tliere  rould  be  nn  rral  nKlemptlou  onder  It  or  n- 
law.  rMpoosive  to  the  wontii  of  basinmi,  *o  longr  as  tit**  l<.-;:  i 
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led  tbe  National  bank  notes  in  amount.  This  law  did, 
however,  subsequently  effect  a  purification  of  tlie  bank  currency,  and 
a  rapid  eircuItttJon  of  both  the  legal-tender  and  the  banknotes  through 
euises  not  contemplated  when  the  act  was  passed,  and  the  operation  of 
Section  four. 

EFFBCT  of  TKBASURY   I>'FLUKNCK. 

The  act  of  June  20, 1874,  was  originated  through  the  influence  of  cer- 
itiiin  offlclals  in  the  Treasury  upon  that  portion  of  Congress  who  were 
[  in  favor  of  the  legal-tender  note.     Tliis  kind  of  influence  is  often  very 
,  luurh  more  potent  than  is  generally  suspected,  and  has  had  much  to  do 
I  with  upholding  the  legal-tender  note  as  a^^ainst  the  National  bank  note. 
[The  tendency  of  all  Govenunent  burean.s  is  to  magnify  their  own  im- 
itice.     The  position  of  the  National  Banking  Bureau  in  the  Treas- 
Depc&rtment  was  at  the  commencement  very  strong.     With  Secre- 
I  taries  Cliase,  Fesssenden  and  McCulloch,  the  legal-tender  note  was  but 
a  temporary  expedient,  while  the  Nationsd  bank  currency  w.is  to  be  the 
{Mrmanent  money  of  the  country.     With  Boutelle  and  Richardson  the 
I  itnptrrtiince  of  the  legal-tender  note  as  a  financial  factor  in  increasing 
[the  power  of  the  Secretary,  began  to  gain  on  tbe  National  bank  note. 
[This  tendency  began  to  be  felt  in  the  subordinate  offices.     With  legal- 
It  ender  notes,  the  Treasurer's  office,  which  had  charge  of  the  prepara- 
I  tion,  signing,  issuing  and  redemption  of  these  notes,  gradually  acquired 
p<jwer.     The  Treasurer  was  a  much  more  important  official  with 
tly  increased  patronage.     The  handling  of  the  United  States  notes 
CAUM'd  him  to  be  in  more  frequent  consultation  with  the  Secretary. 
^Tbe  office  of  the  Comptroller  of  the  Currency  did  not  tend  to  establish 
aio»e  relations.     In  fact,  there  were  from  a  very  early  day  two  fao- 
^the  Treasury  Department,  the  legal-tender  faction  and  tlie  Na- 
ink  faction.     The  former,  whenever  they  had  opportunity,  did 
^rtj."'    •  ould  to  prevent  the  retirement  of  legal-tender  notes  and 

the  I  tion  therefor  of   National  bank  currency      Many  of  the 

I  luoct  elfective  arguments  against  the  banks  were  furnished  to  members 
Congress  from  this  source. 

The  act  of  June  20  1874^  is  an  instance  of  the  manner  in  which  the 
<1  necessity  of  a  better  redemption  of  National  bank  notes 
iito  a  means  of  enlarging  the  functions  of  the  United  States 
Tnasurvr  at  Washington.  The  increase  in  the  amount  of  legal-tender 
Dotes  to  $382,000,000  precluded  any  real  redemption  of  National  cur- 
Ireacy  in  them,  the  more  so  as  the  demand  for  legal-tender  notes  for 
Sirves  was  reduced  by  tJie  act.  The  legal-tender  note  was  of 
I  Talne  In  the  market  than  the  bank  notes.  Tlie  redemption 
feftture  of  the  law  performed  excellent  work  in  purifying  the  circula- 
tion. From  June  20,  1874,  to  January.l4,  1R75»  tfaedate  of  thg_flct,re- 
uioviug  all  restrictions  on  National  bank  currency,  a  period  of  seven 
nioothi),  $fiS,31>l,5l  I  WMPH  received  at  the  redemption  agency,  and  dur- 


150 


mSTORY  OK  BAXKJNO. 


ing  the  nine  months  after  January  14,  1875,  $157,044,934  were  received. 
Tlie  whole  expense  of  these  redemptions  wa.<i  borne  by  the  bank-s,  and 
was  a  considerable  item  to  be  deducted  from  the  diminishing  profit  on 
circulation. 

VoLCHTARr  Rktirrmkst  ok  Notes. 

The  feature  of  the  act  of  June  20,  1874,  perniittinf^  the  depoaitg  of 
legal-tender  notes  in  order  to  retire  cirvulatiou  and  withdraw  bonds, 
caoited  a  Hufflcient  voluntary  retirement  of  nott«8  by  b<ink8  in  States 
having  more  than  theirproportion,  to  supply  all  deiimndfi  tnKlaf^  hav- 
ing leas  between  June,  1874,  and  January,  1S75,  when  all  restrictions  on 
the  aggregate  amount  of  bank  notes  were  removed.  ~~ 

Act  ok  jAifUA&Y  14,  1876. 

The  act  of  January  1 4,  1875,  for  the  resumption  of  specie  payment* 
was  the  lost  effort  made  by  Congress  to  reduce  the  legal-tender  not« 
aggregate.  As  has  been  seen  the  operation  of  this  law  did  reduce  the 
aggregate  of  those  notes  from  S382,(KK),000  to  9346,681,016,  wheii  fur- 
ther reduction  was  stopped  by  the  act  of  May  31, 1878.  From  January, 
187S,  to  November  1,  1876,  the  additional  bank  circulation  issued 
amounted  to  |18,080,355,  and  eighty  per  cent,  of  that  sum  in  legal- 
tender  noteis  was  retired.  But  owing  to  the  retirement  of  circulation 
by  banks  dci^lring  to  realize  the  premium  on  their  bonds,  the  decre«Mi 
In  aggregate  bank  notes  outstanding  secured  by  bonds  was  $30,710, 73S. 
Of  this  aum  920,910,946  was,  in  fact,  still  in  circulation,  but  secured  by 
an  eqaal  sum  in  legal-tender  notes  held  by  the  Treasurer,  awoithig  th« 
preseotatioo  of  the  bank  notes  for  redemption  and  cancellation.  On 
November  1,  1877,  the  amount  of  National  bank  notes  outstanding  se- 
cured by  bonds  was  9302.770.619,  aud  913,111.371  secured  by  legal- 
tender  notes  In  the  hatuls  of  the  Treasurer.  The  total  amount  of  new 
olroulatlon  tssned  since  January,  1875,  had  been  934.386,385,  retiring 
legal-tetider  notes  equal  to  eighty  per  cent,  thereof,  viz.,  927,509,106. 
At  this  date  the  banks  held  as  security  for  circulation  981 ,984.550  of  six 
per  cent,  bonds,  9800,090,600  of  flvo  p«>r  cents,  945,089,700  of  four  and 

cents. 


ptfOMlts, 


per  I 


PrSKIVM  OJt  BosrOH  HkLD  to  SBCUKB  ClRCirLATIOS. 

The  prt^miuui  on  the  bonds  held  by  the  banks  on  November  I,  1879 
(9361,498,150  par  value),  was  904.342.421.  On  these  bonds  the  drra* 
Jatiuu  is»uMl,  ninety  per  cent.,  was  93X5.348,260.  The  bonds  and  pre- 
mium being  tog«*thc>r  worth  9425,840.533  the  banks  lost  maamj  atx  a 
margin  of  over  9l<X^>'O0.(l00.  it  was  the  desire  tu  realize  this  niatgin 
which  led  thorn  to  avail  themselves  of  the  privilege  of  the  act  of  Juna 
10,  1874,  to  retire  tiioir  cirmlatinn  and  withdraw  their  bonds.  As  tl»» 
ftlt***ry  operations  of  the  fiovcmnumt  oontinn>^  and  premiums  on 
MWifitles  grew  larger,  the  impalsn  to  retire  circulation  inerraM>d.     Tfto 
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banks  themmlTes,  no  donbt,  at  times  failed  to  avul  themselves  of  op- 
portunities to  benefit  by  Congressional  action,  and  were  too  prone  to 
act  for  their  individoal  interests  as  against  a  wider  and  more  united 
policy,  bat  this  was  the  fault  of  the  system,  and  indicated  the  absurd- 
ity of  the  charges  often  made  of  combinations  among  them  for  mutual 
profit.  The  act  of  June  20,  1874,  authorized  any  National  bank  desir- 
ing to  withdraw  its  drcolating  notes  in  whole  or  in  part,  to  deposit 
lawful  money  with  the  Treasurer  of  the  United  States  in  sam8''of  not 
less  than  nine  thousand  dollars,  and  to  withdraw  a  proportionate  part 
of  the  bonds  pledged  as  security  for  its  notes,  and  under  this  act  the 
eircolating  notes  of  National  banks  have  been  gradually  retired,  as  the 
profit  on  dreulation  declined  or  any  other  motive  influenced  the  bank 
to  realize  the  premium  upon  its  bonds. 


PROGRESS   OP   THE    NATIONAL   BANKING  SYSTEM  FROM 

1878  TO  1880. 

Act  of  January  14, 1876— Views  of  the  Comptroller  on  Resomptloa  —  Hiatorjr  of 
National  bank  circulation  —  Comptroller's  report  for  1879 — Qold  obtained  for 
resumption  —  Refunding  of  the  public  debt  —  Contracts  for  sales  of  bonds — 
Public  debt  of  England—  Imports  of  gold  —  Proposals  to  substitut*  legal-tender 
notes  tor  National  banl<  notes  —  Value  of  circulation  prirllege  In  187S — Illegal 
certification  of  checks  —  Comptroller's  report  for  1880—  Gold  certificates. 

Thr  Rbsumption  op  Spbcib  Paikknts. 

The  year  1878  was  the  sixteenth  year  of  the  existence  of  the  Na- 
tional banking  system.  The  act  of  January  14,  1875,  had  provided  for 
the  resumption  of  specie  payments  upon  January  1, 1879.  As  this  time 
approached  desperate  efforts  were  made  to  repeal  the  a<st.  The  New 
York  associated  banks,  in  view  of  the  near  approach  of  specie  pay- 
ments, in  order  to  facilitate  the  success  of  resumption  as  far  as  possi- 
ble, adopted  the  following  propositions  for  the  guidance  of  the  several 
banks: 

First.— Decline  receiving  gold  coins  as  special  deposits,  but  aooept 
and  treat  them  only  as  lawful  money. 

Second. — Abolish  special  exchanges  of  gold  checks  at  the  cleariog- 
house. 

Tliird. — Pay  and  receive  balances  between  banks  at  clearing-house 
either  in  gold  or  United  States  legal-tender-notes. 

Fourth. — Receive  silver  dollars  upon  deposit  only  under  special  con- 
tract to  withdraw  the  same  in  kind. 

Fifth. — Prohibit  payments  of  balances  at  clearing-house  in  sUver 
certiflcates  or  in  silver  dollars,  excepting  as  subsidiary  coin  in  small 
sums  (say  under  t<?n  dollars). 

Sixth. — Discontinue  gold  special  accounts  by  notice  to  dealers  to 
terminate  them  on  January  1,  1879. 

Rrpokt  of  Clrarino-Hol'sk  Committbe. 

The  committee  of  the  clearing-house  which  adopted  these  proposi- 
tions said : 

"  M  present  there  in  a  markinl  <li)itinctlon  made  in  the  daily  transactions  of 
banks,  Wtween  their  df  ptwitM  uf  gold  and  their  dcposltM  of  t-urrency,  by  treating  the 
former  as  a  special  fund  payable  in  kind .    It  must  be  evident  that  if  this  discrimina- 
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I  to  be  tntnAn  after  nwumption,  it  will  prolong  the  idea  of  the  Inferiority 
<tl  diralathtft  niit«38  after  ilioy  have  been  declared  to  be  restortd  to  on  equality  wlih 
gold  by  bcscoming  microhangvable,  and  will  therefore  faU'ify  the  proclainatiun  uf  thr 
•kkf  ctnmruu  If  will  nut  only  be  a  practical  denial  by  tlie  banks  of  the  sincere  pur- 
pome  of  the  <  •uvernmiml  Ui  maintain  its  resolalion,  bat  by  affording  protection  ami 
liity  to  tboso  who  draw  coin  from  the  Treasury,  will  place  the  moral  force  and 
•«t  vf  the  banks  in  direct  opposition  to  the  effort  of  the  GoTemmont. 

ake  resumption  effective  the  banks  must  cordially  co-operate  by  practically 
rlawfnl  currency  and  gold  coin  aa  cqtdralent  in  value,  as  they  <Ud  before  the 
^'  to  receive  all  deposits  of  gold  as  subjoit  to  special  contract  as  hlth- 
rr.  ptingit  only  as  lawful  money,    lliey  should  also  abolish  all  existing 

ajTkugcnii.uls  in  which  gold  coin  is  preferred,  by  giving  notice  that  they  will  expire 
tin  the  flnst  of  January  next,  the  day  of  resumption,  and  terminate  all  special  gold 
rxcbjuigr*!  ai  the  clearing-boiise. 

U  the  (iovermiw'iit.  ateo,  forbearing  all  further  legrfslation  on  the  sabject,  wUl 
Due  the  issue  of  gold  certificates  at  the  Treasury',  and  regard  gold  coin  as 
liy  the  equivalent  of  lawful  money  in  all  its  disbursemeutH,  the  distinction 
'iue  so  long  existed  between  coin  and  currency  will  rapidly  fade  away  and 
Rutnral  law  will  reassert  its  beueUcent  dominion  over  our  tlimncitU  affairs.  Re- 
sumption of  the  coin  standard  being  assured,  It  is  entirely  safe  to  let  the  circulating 
notes  tUid  their  tme  place  as  their  const itutional  merits  and  the  demands  of  trade 
«ni1  the  public  Ijitcreats  may  naturally  determine.  But  resumption  of  the  coin  stand- 
ard can  be  sucj^essfnlly  reached  only  by  the  fearless  disbursement  of  gold  both  by 
the  tNUtks  and  the  fjovcmment,  and  by  such  unreserved  and  (.-oDfldent  action  as  will 
inanifent  to  the  public  that  they  are  working  harmoniously  together,  and  feet  the 
utmost  assunnce  of  its  practicability  and  permanence." 

AastsTAsm  TKKAstrRKR  OF  Umtkd  States  Maj>k  a  Member  ok 
Clbarino-Housb. 

The  Assistant  Treasurer  of  the  United  States  at  New  York  waa  also 
made  a  member  of  the  cleaiing-houae  under  the  following  arrangement: 

First. — Hereafter  drafts  drawn  upon  any  bank  represented  in  the 
Clearing-House  Association  in  the  city  of  New  York,  received  by  the 
AsRStant  Treasurer  of  the  United  States  in  that  city,  may  be  presented 
to  Huoh  Lank  at  the  clearing-house  for  payment. 

Second. — Hereafter  drafts  drawn  upon  the  Assistant  Treasurer  at 
New  York  may  be  adjusted  by  him  at  the  clearing-botise,  and  the  bol- 
iince  due  from  the  United  States  may  be  paid  at  his  office  in  United 
8tttte«  notes  or  clearing-house  certificates. 

Third. — .iVfter  the  first  of  January  next  payment  of  checks  presented 
tu  tlic  Assistant  Treasnirer  by  any  bank  connected  with  the  clearing- 
huu««  may  be  made  by  him  in  United  States  notes. 

The  propoeitions  formulated  for  the  guidance  of  banks  by  the  asso- 
ciated banks  of  New  York  were  formally  adopted  by  the  associated 
banks  of  Boston,  and  exerted  a  great  influence  upon  the  conduct  of  all 
the  baukit  in  the  United  States. 

Oomptrollbr's  Vntws  on  Rbsumption. 

The  Comptroller  of  the  Currency  in  his  report  said  in  reference  to 
ippnuicliitigresnuiption.  in  answer  to  the  objection  to  resumption  com- 
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monlf  made,  that  it  would  not  be  possible  for  the  banks  to  provide  for 
the  redemption  of  their  depoeita  in  gold  coin : 

"I'boaewho  tuke  this  view  proceed  on  the  ■womptlon  thai  tbv  l)ank»iril1  be 
called  apou  to  pay  their  deposits  io  specie.  Tbla  was  not  truu  durtuK  any  furmer 
period  of  specie  payiuunt,  uud  is  tciis  Ukvly  to  be  true  under  ibe  Natiouat  liHiiliii 
Hyatoni  than  under  any  previous  systeni  of  baniilnK.  The  bunks  in  this  ojuiitr 
from  their  llrst  orgHnization,  liave,  In  timiw  of  resumption,  as  well  as  of  suspension, 
recf  ivt-d  from  their  deuierti  current  bank  notes  and  bare  paid  ont  the  some.  TbI"  i^ 
tme  to-day  In  England,  Scotland,  (Germany  and  France,  In  oU  of  which  countries  the 
bank  itot4S  Is  preferred,  as  a  rale,  to  either  «uld  or  silver. 

Only  a  small  portion  of  the  bank  circulation  of  the  countr)',  at  any  period  prior 
to  lUfla,  was  iiitbtT  Kafe  or  t«nverlible,  yet  thin  circulatliuj,  p<M)r  tm  it  wa»,  wa*  frwly 
received  by  the  banks  outside  of  the  comiiiercial  cities,  and  was  paid  oat  by  tbem  to 
thdr  d^raattorH,  eo  dosely  Identitled  were  the  IntereBta  of  the  one  with  the  other, 
Tbo  DOlaa  which  were  returned  from  the  commercial  centers  for  redemption  were 
readily  paid  ont  and  olrcniated  at  home,  and  the  detoand  for  specie,  wherever  It  ex- 
lated,  was  almo«t  entirely  owing  either  to  an  excess  of  currency  or  to  a  want  of  eon- 
Odenoe  In  the  institutiouit  which  issued  It. 

The  people  tlimuKbuut  the  country  now  know  that  the  National  bank  notes  are 
■af«s  and  timt  If  these  notes  are  not  paid  at  the  counters  of  the  banks  isenlnst  thctn, 
tbvy  wtU  be  paid  at  the  Treasury  Department  Lu  lawful  money,  and  that  the  s«cnri- 
tlM  hold  for  their  redemption  are  amply  stifBcient  for  that  purpose. 

Nn  reaaon,  therefore,  exists  why  the  people  who,  In  the  last  fourteen  years,  hare 
not  kwt  one  dollar  through  the  use  of  bank  notes,  should  decline  to  rrvvlve  nucb 
nates  in  payment  of  their  deposits.  These  notes  are  not  only  guarantecii  by  the 
<Jovrninicnt,  hat  they  are  received  by  it  in  payment  of  all  tAxa^  and  ollirr  iliir*  r»- 
cvpt  duties  on  Imports,  and  are  disbursed  by  it  tn  paj-ment  of  all  demands  except 
Interest  on  the  public  debt,  and  the  redemption  of  National  bank  notes. 

The  National  banks  hold  eight  hundred  and  eighty  millions  of  loans  nmdr  to  the 
people,  and  each  bank  la  required  by  law  '  to  take  and  reiHjIve  at  par,  f  nr  any  debt  ur 
liability  to  H,  any  and  all  notes  or  bills  hssued  by  any  lawfully  nrgunlccil  National 
banking  MwX'lntlon.'  Thert-  ar<-,  therefore,  eight  hundred  and  elgliiy  uiilliniiH  nf  (tvi- 
,  BaUlltlea  of  tfa«  people  due  t(>  the  National  l^anka — a  anm  largely  cxonUlng  il>r 
Wbola  amoant  of  deposits— which  may  be  paid  in  the  notei  of  any  or  all  of  the  Na- 
tional h«nk»>  In  the  muntry. 

The  National  bank  iiotee  are,  therefore,  very  different  tn-clianwter  from  th« 
batatvgenoou*  txank  notes  formerly  Issued  by  the  aothortty  of  tlia  aereral  tHatt*. 

Mons)vrr,  the  deposlu  of  tlie  liauka  are  largely  owned  by  Uteir  own  sharrl 
an  and  by  their  borrow<nt :  and  sumly  boslneH  men,  who  look  to  the  bank*  for  i 
eommodatlona,  and  Bi<.>rkhol(leni.  whose  prollta  depend  upon  their  snooeaaful  tnoti- 
■^wnsiit,  will  be  tlie  but  to  <iin)>|iim  u>  Injure  their  credit. 

Dapoaita  cotwtMl  i'ht<-I1y  nf  bank  er<x||t»  and  are  dtTlred  largely  from  the  dl*ooant 
<tf  OOOimerclal  t<aper,  and  arr  paid  mainly  l>y  traitKfrrs  on  the  hooks  -not  wl(h>^lbcr 
flDlaavairrriu'y.  Throughout  the  <-<>uniry  all  lano- paymrnts  ore  made,  nut  wltta 
■oaajr,  Imt  with  ohrcks.  Id  the  prtmijial  cities  these  paymem*  nr,-  ui. .  nupiUkhnl 
ikraaCb  tka  opafatlans  of  cJeartng'taNiaaa.    Uuitngtlte  tost  twnr  ,r»  tin? 

ohaavHofUMXvw  York  ckmrlng<bonaaw«f«foartiu(u]n«l  and  ::  .lUo 

UWblla  llto  balaiii-»  paid  in  miitiey  mrerc  lew  than  nlutrteeo  bllllonn.     The  average  da 
•Behaagw  during  thr  whole  i>enod  wpre  more  than  slsty-iine  mllliona,  whUr  the  a« 
«w»i<laHr  hahiBw  paid  la  onoay  m<at  bat  two  and  a  half  nlOlooa,  or  but  four  and 
ooaltfth  owu  opoa  thr  diinar 

Immediately  aftrr  u  in  Engloml.  In  tttl,  tb««  wot  but  link  draaand 

tar  ^ML  and  IIm-  mLiiv  in  Fnuuw  after  nMOapilon  bv  the  Bank  of  |i>wiw 
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in  ISSO,  knd  in  this  country  aft^r  the  reiminptlons  of  1S38  and  1858.  All  thought  of 
andini;  actual  i>a)naent  in  epti'l<<  will  vanish  as  soon  at>  resuiuption  is  assored, 
I  those  timti)  bankers  who  fear  that  coin  will  be  demanded  for  every  dollar  of  de- 
postu  can  rfa^«itre  themselres  by  an  ain'eement  with  tlieir  dt^alers  that  their  depoaita 
abaU  b«  payable  as  at  the  prveent  time  in  '  i-orrent  funds,'  which  will  then  oonslst  of 
icB^tender  notes  and  the  notes  of  epecle-paytng  banks. ' ' 

Gold  and  Siltbr  in  thb  Unitbd  States. 

The  Coiuptroller  in  \d»  report  issued  ia  November,  1878,  refers 
to  tbe  estimate  of  the  Director  of  the  Mint  in  1877,  of  the  amount  of 
(^Id  and  silver  coin  and  bullion  in  tlie  country,  atid  by  a<lding  im- 
portations and  deducting  exportAtioits,  and  amount  used  in  tlie 
art«.  arrives  at  the  conclusion  that  there  was  on  June  30,  1878, 
#332.443,947  in  gold  and  silver  coin  and  bullion  in  the  country,  of 
which  $244,353,390  wa^  in  gold  coin  and  bullion  and  ^88, 090.557  in 
•ilver  coin  and  bullion.  Of  this  the  National  banks  held  on  June  29, 
).2S1.403. 


HisTOBT  OK  National  Bank  Circulation. 


^^  In  tile  report  of  1878,  also,  the  Comptroller  concisely  summed  upthe 

f  history  of  National  bank  circulation  in  order  to  show  its  exact  standing 

^^     at  no  important  an  epoch  as  that  then  approach!  ag. 

^^P  "The  act  of  February  38, 1S63,  and  the  subsequent  act  of  June  8, 1804,  auihor- 

^^  toed  the  issne  of  three  hundred  millionH  of  National  bank  circulation,  which  was  In- 
eneaaed  by  the  act  of  July  12,  1870,  to  tbre<!  hundred  and  flfty-four  millions.  The 
act  of  June  au,  1874,  authorized  any  bank  desirlnu:  to  withdraw  its  circulating  notes, 
tn  whole  or  In  pan,  to  deposit  lawful  money  with  the  Treasurer  of  the  United  States 
jB  Hiims  of  not  les£  than  tiiue  tliousand  dollars  and  to  withdraw  a  proportionate  part 
of  thv  bonds  held  as  security  for  such  notes  ;  and  the  act  of  January  14,  1875,  re- 
pealed all  proviitions  restricting  the  aggregate  amount  of  National  bank  circulation, 
ami  roqalnxl  the  Secretar}'  of  the  Treasury  to  retire  legal-tender  notes  to  an  amount 
equaJ  ut  eighty  per  cent,  of  the  National  bank  notes  thereafter  LsKUcd  until  the 
•moiint  of  such  legal-tender  notes  onu<tanding  should  be  three  hundrtHl  millions  of 
iloUarsaitd  no  more.  That  portion  of  the  above  act  which  required  a  reduction  of 
L'nUed  States  legal-tender  notes  was  repealed  by  the  act  of  May  31, 1876,  which  pro- 
rides  : 

'That  from  and  after  the  passage  of  this  act  it  shall  not  be  lawful  for  the  8ec- 
rstary  of  the  Treasury,  or  other  officer  under  hira,  to  cancel  and  rt^tire  any  more  of 
\he  rniicHl  estates  legul-tender  notes ;  and  when  any  of  said  notes  may  be  redeemed, 
or  be  received  into  the  Treasury  under  any  law,  from  any  Minroe  whatever,  and  shall 
belong  to  the  United  States,  they  shall  not  be  retlretl,  cancelled  or  destroyed,  but 
ibey  «ha11  be  rei»su&d,  and  paid  out  again  and  kept  In  circulation  ;  provided,  that 
nothing  herein  shall  prohibit  the  cancellation  and  destruction  of  mutilated  notes, 
•nd  the  tasne  of  other  notes  of  like  denoinlnatlou  in  their  stead  as  now  provided  by 
law." 

8tibM*]uent  to  the  passage  of  the  act  of  June  30, 1874,  and  that  of  January  14, 
Mfl^  which  authorized  the  retirement  and  reis-sue  of  National  bunk  notes  at  the 
pleasure  of  the  banks,  the  circulation  steadily  decreased  In  volume  until  the  year 
UTT,  the  total  decrease  being  130,800,655,  eUice  which  time  there  has  been  a  small 
tacifwe." 


156 


msTonr  of  bankixg. 


The  following  table  exhibits  the  decrease  and  increase  since  1867, 
giving  the  total  outstanding  oiruulation  on  November  1,  of  each  year, 
on  June  20,  1874  and  January  14,  1876 : 


November  1.  1807 ^ pS»iMSiX»» 

November  1.  IMR 8(ia,009JM 

November  1,  law 3«l[,«10,419 

November  1,  1870 aXi,fl07.9U 

f»oveuitier  J.  1871 »4,810,aM 

Kovcmlwr  1,  1872 8«1,S12,772 

November  1.  1878 S4«.aBe.0«e 


June  SO,  18T4 $84a.8M.lB 

November  1,  1974 8S1.SCTJM 

January  U,  1976 Kl,88l,40 

November  L,  1975. WifiBtM* 

Novomlwr  1,  187B. W.l.'SO.Tln 

November  !,  IWI 81«.7r5.Ul 

November  1.  1878 aa(l.g0l.TBB 


From  the  passage  of  the  act  of  June  20,  1874,  to  November  1.  1878. 
♦79,910.488  of  legal-tender  notes  were  deposited  in  the  Treasury  for  re- 
tiring National  bank  circulation,  and  ^4,09.^,965  of  b^tnk  nutett  wi"re 

'  TKcieeiiied,  cuncelled  ami  destroyed.  From  the  pa>4sngp  of  tlic  act  of 
Jnnnitry  14.  1875,  to  May  31,  1S78.  when  further  cancellation  of  legal- 
tender  noted  v?a.<»  prohibit«'d,  ^4,148,730  of  additional  National  t>ank 
circulation  was  issued,  and  ^5,318.984  of  legal-tender  notes,  equal  to 
■eighty  per  cent,   of  the  additional  bonk  notes,  were  retired  and    de- 

'«tr<iyed,  leaving  iP?M6,(i8l,01(>  outstanding,  at  which  amount  they  have 
reiuaiiicd  uiieliarivred. 

The  Comptroller  made  no  recommendations  In  regard  to  legislation 
by  Congress  in  his  report  of  187R 

Comptroller's  Report  fob  1879. 

In  hix  refMirt  for  1879,  including  data  up  to  December  1  of  that ; 
the  Comptmller  tliBCusscs  the  relations  of  the  National  banksto  the  i 

[•umption  of  sp4M.<ie  payments  and  the  refunding  of  the  National  debt, 
wlUch  had  recently  received  a  new  impulse  through  the  issue  of  four 
per  cent,  bonda  by  Secretary  Sherman.  In  reference  to  the  resuiuptiou 
of  specie  payinenta  the  Comptroller  called  attention  to  the  fact 
••the  act  of  Janaary  14.  1876.  re<iuired  the  Secretary  of  the  ' 
on  and  after  Jaimary  1,  1879,  to  re<]oem  in  coin  the  United  States  le 
tender  notes  then  outstanding  on  their  presentation  for  redemption 
the  otfic-e  of  the  Afldstant  Treasiirer  of  the  United  States  in  the  oltj  of 
New  York,  in  stima  of  not  less  than  fifty  dollars. 

At  the  time  of  the  passage  of  this  act.  the  leading  industries  and 
pncra!  bnsineae  of  the  country  were  greatly  depressed.     The  agricol- 

^inral  clAssee  were  largely  in  debt  and  the  (ailnre  of  mercantile  eetab- 
sbmeaUand  manufacturing  corp<jrations  in  the  three  years  previous 

'tvpreeented  more  than  9500,000, U*X>.  During  the  succeeding  yean  an 
era  of  economy  supervened,  agricultural  products  greatly  inoreased. 
an<)  the  balance  of  trade  wati  turned  largnly  in  favor  of  the  United 
Ktnt4>» — the  excess  of  exports  for  the  flsoal  year  1876  being  mom  than 

,  •evMity-uim*  millions  of  dollan,  in  1877  mor«<  than  one  hundred  uni 
Bfty-uue  millions.  In  1878  mor^  than  two  hundn^^  aiid  tlfty-s«>vcn  tuil 
lions,  and  for  the  ye«r  eiKJing  Soplwuilwr  .'K»,  1878,  more  than  two  huu 
drrd  UI..1  iiliiity-fiiiirmlUlon*     F..r  1 878  tlie  excess  was  more  than  three. 
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times  as  great  as  the  exoenB  of  1876,  and  more  than  two-thirds  greater 
than  tbat  of  1877. 

Salk  of  Bokds  kor  Rksiimption  Pprposks. 

The  Resaxmption  Act  DOt  only  fixed  the  day  of  redumption,  but  an- 
thoriied  the  Secretary,  in  order  to  prepare  and  provide  therefor,  to  use 
any  surplus  revenues  not  otherwise  appropriated,  and  to  seil  at  nut  less 
fhan  par  in  coin  any  of  the  bonds  of  the  United  States  described  in  the 
act  of  July  14,  1870.  Under  this  act  the  Secretary  in  1877  sold  at  par 
in  coin  fifteen  millions  of  four  and  a  halfs  and  twenty -five  millions  of 
fours,  and  in  April,  1878,  he  sold  fifty  millions  of  four  and  a  half  per 
<H;nt«  at  a  pretnium  of  one  and  a  half  per  cent.  The  coin  in  the  Treaa- 
ury  continually  increased,  so  that  on  the  day  of  resumption  the  Secre- 
tary held  over  one  hundred  and  thirty-flve  millions  (913S,382,639)  of 
Urold  coin  and  bullion,  and  in  addition  over  thirty-two  millions  of  sil- 
ver coin  and  bullion  (1^2,476,095),  the  gold  alone  being  nearly  forty 
per  cent,  of  the  United  States  notes  then  outstanding. 

The  banks  in  the  cities  of  New  Yorlc  and  Boston  strengthened  the 
hands  of  the  Government  by  their  action  in  1878,  an  account  of  wliieh 
lias  been  heretofore  given.  The  Assistant  Treatoirer  of  the  United 
States  in  New  York  became  a  member  of  the  clearing-house,  thus  facili- 
tating the  business  of  the  banks  with  the  Government,  and  the  hanks 
agreed  to  receive  United  States  notes  not  only  for  their  ordinary 
balances  bnt  in  payment  of  interest  upon  the  public  debt  and  of  other 
coin  obligations  of  the  Government.  The  banks  of  the  country  at  the 
date  of  resumption  held  more  than  one-third  of  the  outstanding  Treas- 
ury notes;  but  they  had  so  much  confidence  in  the  ability  of  the  Secre- 
tary to  maintain  resumption  tJiat  none  were  presented  by  them  for 
redemption.  The  people  also  who  held  more  than  three  hundred 
millions  of  the  issues  of  the  National  banks,  based  upon  the  bonds  of 
nation,  preferred  such  notes  to  coin  itself.     There  was  therefore  no 

naiid  for  payment  of  the  notes  of  the  Government,  and  the  gold  coin 

the  Treasury  increa8e<l  more  than  thirty-six  millions  in  the  ten 
mouths  succeeding  the  date  of  resumption.  * 

RKruxDisa  ov  tsk  Public  Dbbt. 

In  regard  Ui  the  National  banks  and  the  refunding  of  the  public 
fbt,  the  Comptroller  said  that  the  great  war  debt  of  the  United  States 
contracted  in  less  than  four  and  a  half  years.  In  1835  the  country 
was  entirely  out  of  debt  and  on  January  1,  18(51,  the  whole  public  debt 
amounted  to  ?66, 343,721  only.  During  the  next  six  months  it  increased 
at  the  rate  of  about  four  millions  a  month,  being  on  July  1,  1861, 
|SH),580,873.  During  the  next  year  it  increased  at  the  rate  of  more  than 
thirty-six  millions  a  month,  and  at  the  close  of  tlie  fiscal  year  ending 
July  I,  1862,  it  was  |624, 170,142.  At  the  end  of  the  succeeding  year  it 
•Comptrollor's  report,  187B. 


188 


inSTORY  OF  BANKINO. 


WM  $1,119,772,136,  having  more  than  doabled.  Doring  the  following 
fear  it  increased  oeitrly  seveu  hundred  millions,  amounting  on  July  1, 
1864,  toil,S15,7R4,370.  During  the  next  nine  months,  to  the  close  o( 
the  war,  April  1,  1865,  tbe  debt  increa.«ed  at  the  rate  of  about  two 
mOllotui  a  day,  or  sixty  millioiiH  a  month,  and  for  the  five  months  next 
tli«r(taft<T  at  the  rat«  of  about  three  millions  a  day  or  ninety  millions  a 
month,  reaching  its  maximum  on  August  31,  1865,  at  which  date  it 
•mounted  to  $2,846,907,626,  and  was  composed  of  tlie  following  it«ms: 

PundMldebt n.ia8.s«l,lBl-80 

Matured  debt l.MB,aai.« 

TumiMJrarr  '""»»« » ll>^.t4^Tl».W 

ttertincntoa  of  lodebt«<lncia KS.nsn.nmi.ijo 

FIvo  per  tx-nt.  leinil-tcnder  note*. ...  <'> 

C'oRilHittiiil  liitcmtt  lct;al-tCDi1er  notes,, ,!....•■  » 

Hovcn-thtrty  hoU-b o 

United  Stutv»nuUM  (Icffal  tonden) *> 

Fr»i-(l>>tiiil  L'lirronc}' .     ■iii) 

Hudpeiiikxl  requisitions  utic«ll«d  for l(,lll,uiM.UO 

Tot«j ttjmtmjMM 

The  temporary  obligations  of  the  Oovemment  are  shown  by  th« 
table  to  be  more  than  one  thousand  two  hundred  and  seventy-five 
millions  of  dollars.  This  immense  amount  was  funded  within  the  three 
yf.-nrs  which  followed  the  cl<jse  of  the  war;  and  the  skill  and  good 
judgment  displayed  in  ko  doing  cuu  only  be  fully  appreciated  by  tho(*e 
who  are  famiUar  with  the  difflculties  and  delinat«  conditions  under 
which  the  work  was  accomplished.  The  tem]>orary  loans,  certificates 
of  Indebtedness,  seven-thirty  not««  and  all  the  other  items  of  the  tem- 
porary debt,  were  either  paid  before  and  at  maturity,  or  were  funded 
Into  the  five-twenty  six  per  cent,  bonds,  more  than  one  tliousand  six 
hundred  millions  of  which  were  issued. 

The  acts  of  July  14, 1870,  iind  January  2(),  1871,  authorized  the  issue 
of  Ixjnds  for  the  purpose  of  funding  the  five-twenty  six  per  cents.  Thj 
foruier  act  authori7.e<i  the  issue  of  fifteen  hundred  uiilUoiis  of  hoai 
two  hundred  millions  of  which  were  to  be  five  per  cseutSL  payable  \ 
years  after  date,  ut  the  pleoMure  of  the  United  States,  three  hundred 
niilliona  of  four  and  a  lialf  per  cents,  payable  in  fifteen  yvoTB,  and  one 
tliousand  millions  of  four  p<*r  iH-nts.  payable  in  thirty  yean  from  the 
date  of  their  issue.  These  bouda  were  not  to  t>e  sold  fur  less  than  their 
par  value  iti  coin  and  the  proceed*  were  to  be  applied  u>  tlie  redemptiou 
of  the  fire-twenty  bond«.  The  latter  act  Increased  the  amount  of  the 
flva  per  eents.  to  five  hundred  millions,  but  reetricted  the  whole  issiie 
to  the  •raonnt  originally  aatliorlzed,  viz.,  fifteen  liundred  roilllona. 

T'  '   of  the    funded   debt  on  January  I,   1871,  was 

il.".<  ?1,437.097,3IM)  consisted  of  flve-twonty  sii  per 

cent.  t>ondH  :•  ".07,.'WK)  of  fen-fc»rty  five  per  cent.  bond«.     On 

August  1,  1871 J  ^ixty-«ix  uiiiliotts  of  new  five  per  CM^nt  bonds  luid 

bven  subMcrilKHl  for,  chiefly  by  the  National  bank*      I>nHng  (he  siuiie 
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li  tux  agreement  was  entered  into  by  the  Secretary  with  Jay  Cooke 
for  the  sale  of  the  remaining  two  hundred  millions  of  said  bonds 
and  in  the  month  of  January,  1873,  similar  arrangements  were  made  for 
the  naIm  of  a  large  additional  amount.     The  remainder  of  the  five  hun- 
dred millions  (fl78,548,.W0)  was  sold  during  the  next  three  years,  the 
j  Swrretarj'  of  the  Treasury  stating  in  his  report  of  December  6, 1875,  that 
he  bad  "the  pleasure  of  announcing  to  Congress  that  the  funding  of  five 
;  luililons  of  six  per  cent,  bonds  into  those  bearing  five  per  cent,  interest 
had  been  acoompllsbed.^' 

COKTKACTS   FOB  THK   SAXK  OF  B0ND8. 

Oa  August  24,  1876,  a  new  contract  was  made  by  the  Secretary  with 
A.  Belmont  &  Co.  and  associates,  for  the  sale  of  the  three  hundred 
millions  of  dollars  in  four  and  a  half  per  cent,  bonds  authorized.  In 
this  contract  the  Secretary  reserved  tlie  right  to  terminate  it  by  giving 
ten  days'  notice  to  the  contractors,  and  under  the  contract  calls  were 
made  prior  to  March  4,  1877,  for  the  redemption  of  one  hundred  mil- 
lions of  six  per  cent*. 

In  May,  1877,  Secretary  Sherman,  availing  himself  of  the  privilege 
neenred  in  the  contract,  gave  notice  that  he  would  limit  the  sale  of 
/oar  and  a  half  per  c«nts  to  two  hundred  millions;  and  additional  sub- 
•criptiotui  were  rapidly  made  until  that  amount  was  taken. 

The  avails  of  one  hundred  and  eighty-flve  millions  of  these  bonds 
i»«r*  applied  to  the  redemption  of  five-twenty  sixes,  the  remaining  flf- 
een  millions  being  held  for  resumption  purposes. 

On  June  9,  1877,  a  contract  was  made  with  a  syndicate  for  the  sale 
at  par  in  coin  of  the  four  per  cent,  bonds  authorized  by  the  refunding 
act,  with  the  right  to  terminate  the  contract  at  any  time  after  Decem- 
ber 31,  1877,  by  giving  ten  days'  notice  to  the  contracting  parties.  In 
1877  seventy-five  miUions  of  tlie  four  per  cents  were  sold,  and  In  1878 
^[  more  than  one  hundred  and  tweuty-flve  millions.  During  the  first  four 
^Hinonthi)  of  1879,  over  four  hundred  and  ninety-seven  mUHons  of  addi- 
^^Pttonal  fours  were  disposed  of,  of  which  more  than  one  hundred  and 
^H  forty-nine  millions  were  disposed  of  at  a  premium  of  one-half  of  one 
^V  per  cent.  Of  this  amount  one  hundred  and  twenty-one  millions  were 
^P  taken  by  the  First  National  Bank,  of  New  York,  and  associates,  and 
[  the  reuiainder  by  other  National  banks.  These,  witii  the  sales  of  forty 
^^-  luillions  of  refunding  certificates,  completed  the  refunding  of  all  the 
^B  bonds  of  the  United  States  which  were  redeemable. 

'         8ai<bs  op  Bohus  Under  thb  Rrfundino  aitd  Resumption  Acts. 

The  sales  of  United  States  bonds  from  1871  to  1879,  under  the  re- 
funding acts,  were  five  hundred  millions  of  fives,  one  hundred  and 
«ighty-flve  millions  of  four  and  a  halfs,  and  $710,345,950  of  four  per 
oents;  in  all  more  than  one  thousand  three  hundred  and  ninety-five 
mOlions  of  dollars. 
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There  were  also  sold  for  resxtmption  imrpoees  after  Mareh  1,  1877, 
under  authority  of  the  act  of  January  14,  1875,  for  the  resumption  of 
specie  payments,  twenty-five  millions  of  fours,  and  sixty-five  millions 
of  four  and  a  half  per  cents ;  fifty  millions  of  the  latter  bdng  at  a  pre- 
mium of  one  and  a  half  per  cent. 

The  reduction  of  the  interest-bearing  debt  of  the  United  States  from 
its  highest  point  on  August  31,  1865,  to  November  1, 1879,  was  958S,- 
886,594 

At  its  highest  point  the  annual  interest  on  the  debt  was  (150,977,- 
697,  and  in  1879  it  was  reduced  to  $88,773,778.  The  refunding  opera- 
tions of  1877-1879  effected  an  annual  reduction  of  Interest  amounting 
to  $14,290,416,  and  were  at  the  time  without  parallel  in  financial  history. 

Public  Debt  op  Grrat  Britain. 


The  public  debt  of  England  in  January,  1793,  amounted  to  $1,191,- 
145,000.  At  that  date  began  the  great  expenditures  caused  by  the  wan 
of  the  French  Revolution  and  with  Napoleon,  extending  from  1793  to 
1816. 

Statement  qf  British  Debt,  179S-1816. 


Tkab.  :  stork  tamed. 


1788.... 
1794.... 

17S6.... 
ITte.... 

ITW.... 

17B8.... 
t7W.... 
Wiri.... 
IWU.... 
IHUB!.... 

inrn. . . . 

IWM.... 

iwe.... 

IMM.... 

mrr.... 

IMUH.... 

IHW. . . . 
IHIO.... 
IHll.... 

1818. . . . 
1M3.... 

1814. . . . 
1818.... 
1818... 


T8,3N^(lnU 

277,700.000 
iaM.TUU,(JOO 


Monty 

ratwriim 

stork  taiued . 


178,100,(ril) 

i&i,7a>,(ju) 
8n,(n>.uio 

«U,IUI),UU 

lor.Toaooii 

14»,40U,0U0  ' 
Wl,85n,(IOU  I 
flH,4riO.Ul) 

I4sja»,auu . 
aoa,nv).nn 

46H,«fiU,«« 
lS3.4«l,00n ' 

aM,4M).(>n 

15,0U0,UUU  I 


tas.fioo.ooo 

64.5fiO.U00 

210.430.000 
213.W»,0UU 


145,100,000  73.100,000 


8(1.000,000 
(Ei..'i«0,000 
»i,»XI,UI)U 

115,(10(1.000 

80,000,000  ' 
S(I.UI0,(I(W  I 
1(17.«)().(>00 ' 
IIO,0UO.UIO 

ei,(icM,(i«i 

IMMXIO.OW 
»7,(»O.00U 

Ui(l,IIUU,UOO 

i.-»,3sn,ooo : 

re,.'soo,(ioo 
28ri.arin.(i(ii 

l.V0U(),(J0) 


Totiu.  t3,tm,ooo,o(»  ^aoo,.'<«),ooo 


AnmuU 

4ntere«t  on 

•toek. 


1050.000 
3,000.000 

10.650,000 
11,360,000 

4,650,000 

fi,riOO,ono 
3,;»i,0(X) 
4,:»M»i> 

K.K'iO.lljO 
4.&'l(^0UU 

2,&-|U.OOO 
8,7(1' 1,000 
fi,7(>l,(IOI) 
4,4fiU.Wn 
8.900.000 
8.«S0,(I(U 
4,7.VM1U0 

»,t«o,(no 

fi,95U,(IU0 
7.40(I.HiO 

i6,iau.u(n 

4JSO,0(10 

i8.»n.(m 
4a),ouo 
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40.5 
42.8 
80.3 
HR.5 
24.2 

37.6 
4i.& 
4.5.6 
3B.6 
33.6 
12..1 
11.9 
17.7 
17.9 

31.  A 
iff. 3 

85.1 
38.3 


6.06 
5.81 

e.as 

6.11 
6.2U 
4.70 
6.14 
8.96 

6.10 
5.40 
6.30 
4.04 
4.76 
4.02 
4.86 
4.66 
4.96 

5.31 

6.60 

4.S0 
6.73 
3.00 


3  p.  c.  coniiolB. 
3  p.  c.  consol*:  4  p.  c, 
long  annuity. 

8  p.  c.  coneoto;  S  p.  c, 

lon«r  annuity. 
8  p.  a.  oonaols:  4  p.  c. 

Ions  annuity. 

8  p.  c.  consols. 


8  p.  c.  consola,  with 
lon^^  annuity. 

8  p.  c.  consols. 


4  p.  OS. 

3  p.  c.  consols,  with 

l<>nK  annuity. 
3  p.  c.  consols:  6  p. os. 
3  p.  c.  consols,  witb 
^    lonf  annuity. 

8  p.  c.  consols:  4  p.  os. 
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these  dftte«  fttookn  axid  annaities  to  the  atnonnt  of  3,8SI 

dollars  were  placed  on  the  market  at  rates  of  interest  vary- 

frnm  three  ta  five  per  cent.      The  avera^  rate  of  discount  at 

^hirli  the  stock  was  sold  was  tliirty-three  per  cent.,  and  the  average 

t«?of  interest  paid  uu  the  money  actually  received  from  the  sale  was 

re  and  tifteen-bundredths  per  cent.     In  1817  the  total  debt  including 

chequer  btib  and  exchequer  bondB  was  |i4,040,543,610,  the  annual  in- 

est  on  which  was  $1-12,750,195.     The  total  debt  in  1875  had  dimln- 

ird  to  #3.676,741.930,  with  an  annual  charge  for  Interest  and  cost  of 

•luent  of  $135,472,400.     In  1878  tliere  appeared  a  slight  increase. 

amount  of  the  debt  then  being  ^Sjf^BS.iW.aSO,  with  interest  and 

Bt  of  maiiagenient  amounting  to  $1 42,063,756.     The  preceding  table 

res  interesting  information  as  to  the  rates  at  which  the  Britisli  debt 

IS  placed  upon  the  market  daring  the  ye^ira  1793-1816,  inclusive, 

jwing  the  rates  actually  realized  by  investors,  or  what  is  the  same 

'in  this  case,  the  interest  paid  by  the  British  Government  for  the 

^actually  received.     The  pound  sterling  is  counted  as  five  dollars. 

PRCJPOSRD  SlTBSTITDTION   OF  LBQAi-TKNDKB  NOTKS  FOB  NATIONAI/ 

Bask  Curkkwcy. 

In  the  year  1879,  with  the  resumption  of  specie  payments,  there  be- 
a  large  influx  of  gold  into  the  United  States.     The  banks,  liowever, 
kd  not  increase  their  stock  of  gold  in  proportion.     There  were  many 
propo-sitioixs  afoot  for  the  substitution  of  Treasury  notes  for  National 
bank  notes.     The  Comptroller  urgently  recommended  that  the  banks 
inerecLse  their  gold  coin  to  at  least  one  hundred  millions  of  dollars,  and 
•  this  increase  recommende<l  that  notes  of  the  smaller  denonii- 
be  withdrawn  from  circulation.     The  addition  of  coin  to  the 
ralntion  of  the  country  would  liave  had  the  effect  of  rediieing  the 
uouiit  t)f  paper  money  when  in  excess  of  the  wants  of  business  and 
send  home  for  redemption  both  legal -tender  and  National   bank 
'Vhv  accumulation  of  tiie  legal-tender  notes  in  dull  times  in  the 
centers  would  lea<],  as  it  did,  to  constant  agitation  of  the  sub- 
in  Congress,  because  of  the  fancied  connection  between  the  dull 
niM  and  the  scarcity  of   currency  away   from  the  money  centers, 
ben  was  the  time  to  secure  a  currency  that  would  act  automatically, 
bo  best  cnrrency  being  that  which  most  readily  adapts  itself  to  the 
ats  of  btuiness,  although  the  cost  may  be  greater,  because,  notwith- 
iioflt  the  first  expense,  an  elastic  paper  money  is  the  cheapest  in 
be«nd. 

The  Comptroller  saw  the  danger  to  the  National  banking  system 
ud  to  tlie  thianees  of  the  country  from  an  Increase  of  Treasury  notes, 
<i»l  very  strenuously  argued  agauist  any  action  by  Congress  that  would 
nit  it 

ta  order  to  save  the  net  amount  of  abont  twelve  miUions  of  dollars 
Dtcrest  paid  by  the  Government  to  the  National  banks  upon  the  bonds 
11 
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deposited  to  secure  their  circulation,  it  was  proposed  to  abolish  the  Na- 
tioual  banking  system  ajid  issue  additional  Treasury  notes.  He  proph- 
esied that  the  abolition  of  the  National  banking  system  would  be  fol- 
lowed by  agitation  for  the  repeal  of  the  tax  prohibiting  8t«te  bank] 
circulation,  and  said: 

"Tbe  Sonth  desires  the  repeal  of  this  tax  beoaase  It  btiUerea  that  nich  rriMall 
will  be  foUuwod  by  the  or^nization  of  namcroua  bunks  tuidcr  Stale  charters,  which 
will  Issiuu'irrmlutlon  that,  for  a  time  at  least,  will  Ktiinulato  tbo  ()U.<iUk-«8  uf  that  mto- 
tloD  of  tbe  countr)'-  Tlie  East  ard  North  anj  a  portion  of  tbe  West  (U-«ire  It,  for  a 
different  reoDrm,  pt^rbaps.  Id  the  cveut  of  the  abolition  of  the  Nationat  bniiklnff  S7»- 
U'm,  nanivly,  to  prevent  the  liwue  of  Government  notes,  because  tlit-y  iK-llevp  that  a  i 
a)'tit4'in  of  8(atc  noU\M,  at  the  worst,  can  only  injure  the  credit  of  tiHllvlduala,  whlki j 
Uwt  unr«-8iriotc<l  ismic  f>f  United  8totvs  notw  may  be  followed  by  a  newi 
of  HjH-cic  pHyntcnt^  aud  Injure  not  only  ever)*  kind  of  private  buainess,  Itat  abo 
crwllt  of  the  nation." 

If  the  ideas  of  the  ConiptroUer  at  this  tiue  had  )>eoQ  found  capable 
of  being  put  into  practice  in  the  face  of  the  political  elements  striving  J 
for  cheaper  money,  the  National  banks  would,  in  the  end,  no  doabt,j 
have  furnished  the  {Hipor  currency  of  the  United  States. 

Valpr  of  CiRcnLATios  Privilkok  is  1879. 

In  1879  the  Comptroller  calculated  the  value  of  the  circulation  priv*  | 
ilege   to    the    National    banks    as    follows:      The    bonks    theit   boldj 
97.227,700  of  called  bonds,  five  and  six  per  cents,  upon  which  int 
had  ceased.     The  other  five  ai>d  six  per  cent«  held  by  the  banks  would! 
become  payable  in  a  little  over  a  year,  with  the  exception  of  tbe  Paciflo  j 
railroad  currency  Blxe.**,   of  which  they  held  only  $4,466, (HH).     TheMJ 
bond«,  when  payable,  he  assumed,  would  all  be  exchanged  for  others] 
bearing  a  lower  rate  of  interest.     Supposing  all  should  be  converted  ] 
into  four  per  t«nts,  the  annual  intereat  received  on  their  bonds  by  thej 
banks  would  be  ^,822,666.      If   the  capital  invested  in   liond*  wvr 
loaned  dire<rtly  upon  commercial  paper  or  upon  bonds  and  mortgafies 
at  eight  [ler  cent.,  it  would  yield  1(^,722,656,  instead  of  the  aniouut  rv- 
ceive<l  as  interest  on  the  bonds  deposited  to  aecuro  circulation.     Tb*| 
ciw'ulation  re«!eived  on  the  four  per  centa  would,  at  eight  per  ratit.,  I 
earn  $2t.HH4.0(M,  and  this  added  to  the  $0,822,6^6  interest  re<%ivrd  on] 
the  four  [ler  cents  would  make  a  total  income  to  the  biuikx  from  tl 
bonds  and  cirfulatlon  of  f31,70<l.7.'«0,  which  exce«>dH  the  sum  tlin  1m 
could  eurii  hy  loaning  tht?  capital  invested  in  four  per  cent.  Ixinda  by 
alKjut  live  mUlioim  of  doUam  only;  or,  in  other  wunLi,  this  diffrrene* 
o(  five  inllllons  of  dollars  is  the  real  profit  tlie  banks  derive  froiu  eimi-j 
Uilon.  and  was,  in  1879,  only  one  and  thrtHvteulhs  p<*r  cent,  upoti  Ihs^ 
•apltol  liive»teil  In  bunds.     That  tliu*  proltt  was  nut  luiy  irr^at  luduce- 
iDcnt  to  the  invoNtutcnt  of  capital  in  National  !<  ^7, 

the  fjict  tliat  at  this  time  there  were  1, i "CI  ,*<(!•  i  jiff- 

rale  biuikerv  in  the  country  %\hofi>iuid  l>unkiitg  m<"  Ul«  oilt<j 

niile  (if  thrill  III  tlii-  N'litiiiiuil  Uiiiikiii«/  >kHTi'i|). 
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ILLROAI,  CKKTIFICATIOBf  OF  CHKCBCS. 

The  nertiflcation  of  chet^ks  illogally  by  some  of  the  National  banks 
New  York  city  attracted  public  attention  this  year.     The  history  of 
bis  wjus  that  on  Febmary  19  and  March  3,  18fi9,  two  extraordinary 
were  {iifised  by  the  Fortieth  (Jongress  in  reference  tf)  the  business 
banking.     The  first  prohibited  the  loauluK  of  money  upon  United 
Uites  or  XatioMol  Imiik  not«H  a.s  collateral  security,  for  the  purpose  of 
jntrat'ting  the  cnrreticy,  and  the  serond  prohibited  the  certification 
cl»e<:k.s  drawn  upon  any  National  bank  unlesw  the  drawer  actually 
tlie  luoney  on  deposit  in  such  bank.     The  penalty  for  the  violation 
the  first  sectioD  was  a  line  of  one  thou^jond  dollars  and  a  forfeiture 
one-third  of  the  money  loaned.     The  officer  or  officers  of  the  bank 
Bre  also  liable  to  a  farther  penalty  equal  to  one-fourth  of  the  money 
ine<l     The  penalty  for  tlie  illegal  certification  of  cheeks  was  forfeit- 
I  of  the  charter  of  the  bardi.     TliLs  last  penalty  was  found  inadequate 
stop  the  illegal  certiflcation  of  checks.     It  seemed  an  unsuitable 
^medy,  sis  it  necessitated  the  closing,  it  might  be  at  great  loss  to  inao- 
nt  stockholders,  of  institutions  otherwise  of  benefit  to  the  commun- 
ed perfectly  solvent.     The  House,  therefore,  on  June  19,  1870, 
I  another  act  imposing  a  fine  of  of  not  more  than  five  thousand 
illars  and  not  more  than  five  years'  imprisonment,  or  both,  upon  the 
leers  of  a  bank  who  should  illegally  certify  checks.     This  bill  pa.s8ed 
ie  House  almost  imaniinoualy,  but  failed  in  the  Senate.     The  prac- 
p,  however,  was  checked  and  was  not  renewed  to  any  great  extent 
itil  1879,  when  the  Comptroller  took  action  to  check  it  by  ordering 
?ial  examinations  in  order  to  prooure  evidence,  if  any  such  existed, 
jn  which  to  base  suits  for  forfeiture  of  charter.     This  had  the  ex- 
t«d  eSeot  of  again  checking  the  practice. 

COMPTROLIiKR'a   RkPOKT   FOB  1880. 

In  his  report  for  1880  the  Comptroller  gave  an  account  of  the  opera- 

of  the  NatLunal  banks  after  the  resumption  of  specie  payments, 

l«rrit>g  to  the  increase  in  loans  and  the  reduction  of  interest  rates. 

Id  aleo  made  some  comparisons  with  the  operations  of  the  banks  of 

<land  and  PYance,     In  summing  up  be  said : 

"  Thi5  brief  mitllnc  of  some  of  the  tranBactions  of  the  National  banks  covers  Uie 
iDifx^rtiiut  period  of  tlio  flnaticial  history  of  the  couiitr}',  and  shown  I  be  Im- 
(>ilrMUt«i!:<  '  "1  from  having  during  th<?  years  following  the  great  war 

itleot  tian(  The  ay»t4;ni  waa  eetabliKbe<l,  not  for  the  benefit  uf  the 

lof  itK-  l^illl^^,  t>ut  for  the  bt'iicSt  of  the  people.    Its  ainplo  iMk-iis  of  un- 
|>ital.  Iliihtrse  surplus,  its  lar?e  cash  reserves,  its  secured  circulation,  Its 
ri"    "  r^  and  Its  general  management,  nuwt  commend  It  to  every 

iilfTit  of  ji  liODiy  ;  and  it  is  among  the  moat  gratifying  of  political  signs 

■ing  tti'-  ii>i«-  <  reiting  campaign,  while  both  parties  have  elainietl  Ihe  credit  of 
iTOCUjUt  iitK'Ut  a  rcluni  to  specie  payment."!,  neither  party  has  urget^l  the 
It  of  iho  ay  Blum.     The  National  banks  have  now  entered  upon  a  new 
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career.  The  nuMitilnpry  Is  In  excellent  working  order,  and  bnt  little  legislation  ts 
iMwded  U)  perfei:t  It  Into  a  bomogcneouji  system  whlcli  will  be  purl  arid  parcel  of  the 
nation." 

How  little  these  expectations  were  fulfilled  will  be  seen  in  fatoie 
partes.  In  fact,  the  very  next,  year  an  attaok  was  b«*ffun  uiKin  the  sys- 
tem, which  has  bet'u  kept  up  with  great  pertmacity  in  <»ne  or  more 
directions  until  the  national  curreQt.-y  isLsued  by  the  banks  baa  been 
almost  entirely  superseded  by  the  direct  issues  of  the  Government,  nod 
the  usefulness  of  the  National  banks  and  their  safety  and  sotvent^y  have 
been  impaired  by  unwise  financial  legislation.  In  the  report  of  1880, 
Ihn  Comptroller  discussed  the  rates  of  taxation,  tiie  losses  of  tiie  banlu 
a«  cuuipared  witJi  their  surplus,  dividends  and  eaminga,  and  renewed 
previous  recoumieudatious  for  the  repeal  of  the  tax  on  capital  and  de- 
pottits,  and  of  the  two-cent  stamp  tax  on  bank  checks.  The  National 
Bank  Act  authorixed  the  use  as  reserve  of  clearing-house  certificat4« 
reprMeutiiig  specie  or  lawful  money  specially  deposited  for  the  piirpuses 
of  any  Alearing-house  a><soc.iation.  llie  law  also  allowed  the  issue  of 
oertiflcatea  of  deposit  fur  legal-tender  notes  by  the  Bocretary  of  the 
Traaniry.  They  were  insiied  in  denominations  of  95,(H)(>  first  hi  187S. 
On  June  80,  1875.  there  were  outstanding  *59,O45,0OO.  of  which  the 
banks  held  #47.310,000.  Juno  30.  1S76,  there  were  133.140,000  out- 
standing, the  banks  holding $2i»,. 3:10, 000.  On  June  30.  1&7T».  the  amount 
wtw  re«luo«l  to  ^J,3;Ui.ouii.  of  which  the  banks  held  (June  14)  125,180.- 
000.  On  Octobt<r  1,  IKSU,  thi-^c  certillcatea  were  reduced  to  89,885.000, 
the  banks  holding  |f7,655.000.  The  rapid  redemption  of  these  ocrtlfl- 
eates  after  n««umptiou  was  due  to  the  demand  for  United  States  notes^ 
They  had  been  used  for  effecting  oleariugs  for  which  they  wei«  most 
oouveuieiit.  Ciold  certifloates,  also  flnt  issued  by  the  Treasurer  in 
1805,  wera  used  for  clearing-house  puritosee.  On  June  30,  187S,  thcov 
Wf«n»  tJi.7W6,.100  of  theiM!"  certillcates  uut^^tanding.  the  >'ational 
holding  |I2,642,lt(0.  The  Treasure'  discontinued  tlie  issae  of  gold 
tiflcates  Decembar  1,  1878,  and  the  outstanding  amount  d< 
BO  that  the  banks  no  longer  found  thom  available. 

These  two  souroe«  of  convenient  documents,  representing  l«gal- 
tandera  and  gold,  suitable  for  etlecthig  olearlugn  Laving  failed,  and  gold 
eoln  having  rapidly  aooumulated.  tha  baolu  in  Kew  York  estaUli 
defioitttory  for  gold  coin  fur  the  ooovanlenoe  of  the  oleiaring>] 
Ttiia  waa  the  Bank  of  America,  wliicb  issued  the  first  bank  o«Ttlflcat«a 
of  dapoait  on  October  14.  1879.  The  full  capacity  of  the  vanlt  waa 
(aSlfBO.OOO.  Of  tbeao  certitlciUcfl  the  National  banks  on  October  1, 
HBO,  Md  •36,18B,00a  Similar  depoaitoriea  of  gold  coin,  for  which 
dearing^ioaaa  certlflcatca  were  iaauad.  were  agreed  upon  by  tlu>  rluafi 
Ing^booae  banka  of  Baaton,  PhQadeiphi*  and  Ualtimore.  This 
•aved  th»  risk  and  inconvmtence  of  tnuwponing  ttie  eoln  Heetl 
bank  to  bank  In  thtf  payioent  of  ck-arlng-hooM  balaiMM. 

Tba  flnall  profit  on  oinmlatioo  taoded  to  take  away  the 
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elagtieityjtrCTm  the  Natiooal  bank  cirealation.  and  the  Coinptroller 
recoimnwnded  that  c^xm  the  deposit  of  the  necessary  amount  of  bonds 
the  banks  be  permitted  to  issue  circulation  to  an  amount  equal  to  their 
paid-in  capitaL  A  bill  for  this  purpose  was  then  pending  in  Congress, 
and  the  Comptroller  stated  that  the  National  bank  circulation  could, 
if  the  banks  deposited  the  neoessarf  bonds,  under  present  law  be  in- 
creased seventy  mUlions  5f  dollars.  He  did  not  think,  therefore,  that 
there  would  be  a  very  great  increase,  but  thought  that  at  certain  sea- 
sons of  the  year  the  permission  given  in  the  bill  would  be  desirable. 
He  said  there  was  a  certain  class  of  banks  with  capital  exceeding  five 
hundred  thousand  dollars  that  would  find  it  convenient  during  the  fall 
seascm  when  enrrency  was  in  demand  to  Increase  their  ou-culation,  not- 
withstanding the  high  price  of  bonds. 

The  Comptroller  called  attention  to  the  requirement  of  existing  law 
that  all  National  bank  notes  be  signed  by  the  President  or  Vice-Presi- 
dent, and  the  Cashier  of  the  issuing  bank.  A  number  of  banks  had 
sooj^t  to  relieve  their  officers  of  the  labor  of  signing  notes  by  having 
the  neoessary  signatures  lithographed,  and  the  Comptroller  recom- 
mended a  law  requiring  the  written  signature  of  at  least  one  bank  offl- 
eer,  and  imposing  a  penalty  for  evasion. 
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L«Ki«li>tloti  of  I88I  —  Forcing  NMIonal  banks  to  buy  bonds—  Propowd  repeal  at  act 
of  Ji.nc  aO.  1874—  Synopsis  of  biJI  of  1881  —  Veto  of  bill  —  Wllhdranat  of  bfiml* 
by  baiilu— Attltuilc  uf  ttic  TivasiiriT  of  the  United  ^«t««  —  KxtensUm  >«(  Nin4i> 
In  IWt  —  Rt-ut-wat  •>(  N«l  tonal  l>aak  cbarters—  ElxtoDBioD  act  of  1883 — Org»al<»- 
tlon  of  nt<w  banks  —  Bank  f  nllur««  in  1 888 — Loaaei  by  National  bsnk  ioaolTCDor  — 
CoatracUoD  o(  National  bank  currency  —  ComptroUer'8  plan  for  redtictzig  UiMr> 
«M  on  boodt — Orer^mUflotlon  of  checks  —  Legislation  of  ltl89-84. 

NATIOK4I.  Bank  Lboislatiok  of  1881. 

Thp  rear  1881  opened  with  the  roneideratioD  by  CongraB  of  l«gisiA- 
tioi)  very  iiiip«^irtaiit  tu  the  National  bonks.  A  large  portion  of  th* 
pnblii'  Ui'bt,  lieariiiK  intcre^  at  the  rate  of  Ave  and  six  per  cent.,  trm 
to  tiinture  on  ur  before  Jaly  1,  and  it  was  neoeasary  to  provide  for  tb« 
refunding  of  the  principal  part  of  these  bonds.  A  bill  was  prepared 
authorizing  tlie  imtie  of  four  hundred  inillions  of  three  per  cent,  bonds 
redet!iimblL>  after  live  luid  payable  after  t«u  yean  from  the  dat«  of 
ivue,  and  al.'io  certiticates  to  the  amount  of  three  hundred  millions  of 
dollarti  rvdei'uable  after  out*  year  and  payable  after  ten  years,  also 
bauiiic  three  per  cent.  inten5Mt.  Tbeee  bonds  were  to  be  eoM  and  Um 
proceeds  used  to  pay  the  maturing  bonds,  or  itiey  might  be  exehanged 
for  th«ni,  the  rate  of  Intensttt  Iteing  adjudted.  The  National  banks  b^ 
about  two  hundred  and  ten  wlUions  of  dollars  in  the  maturing 

A  section  was  appended  to  the  refnudiug  bill  for  the  poipoee  of  | 
obtaining  as  lars*  •  market  as  poasible  for  the  new  boode  amoof  the 
National  banks.  This  seotion  prorlded  that  after  May  1. 1881,  when 
the  (Ires  matorrd,  tho  new  three  per  c«nt.  bond«  shoald  be  the  only 
United  8tat4Rsseoajlti«s  roooi%-able  as  seoority  for  National  bank  dreo- 
latkm.  It  mm  proridad  that  bonds  deposited  to  secure  drndation, 
npon  which  totwt  had  oeased,  should  bv  withdrawn  within  thirty 
days  from  saeh  ue—Uuu  of  tntew.«t  or  the  b«ink  migttt  be  plaoed  in  tlie 
IuumIh  uf  a  Raeaivar.     Tn  '  thftja^enimt  of 

eirmilntliiti  hi  urtlttriKW  •  aeeniiag  it  was  a , 

»ii  ■sltkya-l___ 

t»i  ■T-7*".!  Htatee,  tlM ' 

ti<  flEb  iMtlM. 

Befcm  Juue  SU.  Iii74,  the  w  itluira«ai  uf  Uuuls  liad  beeii  a  more  MmmaH. 


XATJOXAL  BANKiyO  SYSTEM  FROM  1SS1-1SS4. 


167 


'  marier,  because  It  had  been  necessary  for  the  bank  desiring  to  do  so  to 

tt'iithiT  up  its  cir<!ulutioii,  the  very  notes  themselves,  jtnd  return  them 

tf  the  Comptroller  of  the  Currency.     As  the  notes  of  each  particular 

,  l>ank  became  scattered  all  over  the  eonntry,  it  was  almost  an  iinpossi- 

j  bQity  to  gather  them  np  within  any  reasonable  time.     The  act  of  June 

[8t»,  1874,  had  been  passed  to  remedy  this  difficulty  and  to  facilitate  a 

jredi^tribution  of  the  currency  among  the  different  seotious  of  the  coun- 

PnK'tically  a  National  bank  desiring  to  withdraw  its  bonds  would 

[borrow  of  it*  correspondent  the  legal-tender  notes  neceswiry  to  retire 

|the  circulation  t>ased  thereon,  the  deposit  would  be  made  with  the 

Tnited  States  Tre«tsurer.  who  would  turn  over  the  bonds  to  the  corre- 

ident  bank.    The  latter  would  sell  the  bonds,  reimburse  itself,  and 

''r«tiim  the  baiance  to  the  borrowing  bank 

Pboposki)  Rbpeal  of  the  Act  of  June  20,  1874. 

Another  provision  of  the  bill  before  Congress  was  to  repeal  the  act 

>f  June  20.  1874,  and  thus  leave  to  the  banks  that  would  soon  be 

|obliged  to  withdraw  maturing  bonds,  only  the  extremely  impracticable 

juroe  of  gathering  up  their  own  notes  and  sending  them  in  for 

etirement.     This  they  would  luive  to  do  within  the  thirty  days  after 

uaturity,  or  failing  to  do  so  they  would  be  placed  in  the  hands  of 

leceJverM  to  be  closed  and  liquidated  according  to  law.     The  banks 

jolti,  if  they  did  not  care  to  gather  up  their  circulation,  purchase  the 

Bew  bond^and  exchange  them  for  the  maturing  bonds.    As  the  majority 

I>f  these  institutions  had  all  their  resources  loaned  out  ui  ttie  usual 

jQTse  of  business,  they  were  not   prepared  to  advance  the  money 

to  buy  the  new  bonds  in  order  to  substitute  them  for  the 

bonds.     Their  only  other  resource  was  to  borrow  the  money 

{for  the  parpofie.     With  the  outlook  that  thousands  of  banks  would  in 

rent  of  the  passage  of  the  bill  be  seeking  to  borrow  money  for  the 

I  purpoee.  there  was  danger  that  a  panic  would  be  produced  in  tlie 

Boney  market.     There  was  still  another  thing  that  many  banks  might 

lo  to  avoid  the  difficulty  which  the  proposed  biU  seemed  to  place  them 

and  that  was  to  reduce  their  bonds  to  the  niinimuni  required  by  the 

ct  of  June  20.  1874,  viz.,  $50,000,  in  advance  of  the  passjige  of  the  bill. 

)ut  to  prevent  this  action  the  minimum  was  raised  by  the  bill  to  oue- 

,  of  the  capital  stock. 

Synopsis  of  thk  Bill  ok  1881. 

The  bill  prevented  the  banks  from  depositing  legal-tender  notes  to 

etire  clnrulation,  and  compelled  them  to  gather  up  the  circulation  iisi-lf 

I  order  to  withdraw  their  maturing  bonds.    It  increased  tlie  miuLuium 

)(  bonds  they  were  obliged  to  keep  on  deposit,  and  compelled  them  to 

buy  a  certain  amount  of  bonds  at  par,  the  rate  of  interest  f»n  wliicli  was 

[•i>  low  that  it  was  uncertain  whether  the  bonds  would  remain  at  pur  in 

tihe  market  or  not'.     On  January  25,  1881,  the  Finance  Committee  of 
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the  Senate  invited  Mr.  Sherman,  the  Secretary  of  the  Treasury,  Mr. 
Upton,  the  Assistant  Secretary,  and  Mr.  Knox,  the  Comptroller  of  the 
Currency,  to  give  their  views  on  the  bill.  Mr.  Sherman  expressed  the 
opinion  that  the  loan  could  not  be  negotiated  at  three  per  cent,  inter- 
est, and  produced  tables  to  sustain  his  view.    Mr.  Knox  said: 

"  Section  fire  of  the  funding  act  of  1881  deranges  the  whole  machinery  of  free 
banking.  It  prevents  the  banks  from  increasing  and  reducing  their  drcnlation  at 
pleasure  and  provides  In  effect  for  a  permanent  deposit  of  bonds  amounting  to  one- 
third  of  the  capital  of  each  bank.  It  also  provides  that  if  a  bank  has  too  much  cir- 
culation it  shall  keep  It,  and  If  it  has  too  little  It  should  not  increase  it  unless  It  shall 
deposit  bonds  which  are  almost  certain  to  be  worth  less  than  par.  It  subjects  the 
banks  to  an  almost  certain  loss  and  compels  them  to  continue  to  submit  to  the  lom 
when  they  might  at  times  retrieve  or  diminish  it  by  depositing  lawful  money  in  the 
Treasury  aud  again  coming  Into  possession  of  their  own  bonds  if  the  market  price 
should  be  sufficient  to  justify  a  sale." 

The  interview  continued  several  days.  TheTr^isurer  of  the  United 
States,  Mr.  Gilflllan,  declared  himself  in  favor  of  the  repeal  of  the  act 
of  June  20,  1874.  He  asserted  that  in  some  instances  the  privilege  of 
depositing  legal  tender  notes  to  retire  circulation  had  been  used  for 
speculative  purposes,  and  ttiat  it  bad  caused  loss  to  the  United  States 
in  printing  new  bank  notes  taken  out  immediately  in  place  of  those  re- 
tired. The  bill,  including  the  fifth  section,  finally  passed  both  hooMS 
of  Congress,  but  was  vetoed  by  President  Hayes  on  March  8,  188L 

Withdrawal  op  Boxds  bt  Banks. 

The  banks,  alarmed  by  the  impending  passage  of  the  bill  which 
would  prevent  the  free  withdrawal  of  their  bonds  by  depositing  legal- 
tender  notes,  and  compel  them  to  gather  up  their  circulation  with 
great  inconvenience  to  themselves  and  to  the  whole  country,  took 
advantage  of  the  time  renuuning  and  deposited  legal-tenders.  The 
number  of  banks  taking  this  course  was  141.  located  in  twenty-four 
States,  and  the  amount  of  legal-tenders  deposited  by  them  was  $18,764.- 
434,  aj»  shown  by  the  following  table : 


A'o.  of 
iMinkii. 


Statbm  and  Citibs, 

PhlliidelphiH 6 

PcDiisylvanla U 

Boston 4 

Mttsracbuw;!  tR 2 

Connecticut 10 

Montana 1 

DiHtrict  (if  (.'olumbia.  1 

KhiMlf  tMand 2 

NeliraHka. 2 

Kanwi* 2 

lllinoi* 10 

Maine 2 

North  Carolina I 

Murylaiiil I 

Totah 


Ammint. 

$2.e<n,HU0 

2,0tU,3UO 

1.004.1(10 

81,001) 

l,«7S,40O 

311,(0) 

T2.(IUl 

3864!()0 

in.Biio 

81.IW0 
IM5.fl00 
1.15,0110 

la-VH) 

73,000 


Statm  ahd  Citi: 

New  York  city » 

NewYork t> 

New  Jersey S 

Indiana 10 

MlHsourt 8 

VlrKlnla. I 

Ohio 19 

MInncAuta. 3 

Kentucky I 

MlihiKan 1 

Iowa 4 

Vermont 8 

Wisconsin I 


Xo.of 
banlH. 


^MAMMt. 


umjma 

817.000 


164.74S 
tf,C0O 

vwm 
nojoo 

tT.000 
U0l4» 


141 


SI.18> 
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One  third  of  tbe  bonds  so  withdrjiwn  were  subsequently  redeposited. 

For  Houie  months  afterward*  the  tot^U  iimouut  of  bonds  redeposited  by 

the  banks  inuking  these  withdrawnls  was  less  than  seven  luiiUons  of 
I  UuUan.  There  was  no  evidence  obtuined  that  there  was  any  coiublna- 
Itiou  UDOtit(  the  bank.s  to  deposit  legal-tendera  aiid  withdraw  bonds  for 
[the  purpotie  of  deran^ng  the  money  market,  althuut<h  the  fact  of  such 
l«  eombiiiatiun  was  oft«u  asoerted  by  those  hostile  to  the  banks.  If  the 
I  bill  had  puatied  there  were  nearly  seventy  millions  of  bonds  held  by  the 
itMuik^  which  woald  have  been  siubject  to  compulsory  withdrawal,  and 

that  only  eighteen  millions  were  actually  withdrawn  in  anticipation  is 

of  itiielf  a  proof  that  tliere  was  no  combination. 

POSITIOW  OF  THE   UNITED  STATKS  TRBASURKB. 

ly  this  compulsory  and  unnecessary  feature  of  the  bill  was  intro- 
Bd  is  somewhat  of  a  mystery,  but  it  seems  to  have  been  in  some  way 
the  resoiltof  a  spirit  oi  hostiUty  to  the  National  bank  circulation,  and  of 
a  desire  to  substitute  Treasury  notes  and  (iovemmentpapeiJPL'"^''''  '^'^' 
eolation.  The  Trea.surer  of  the  United  States  bad  been  hostileto  Section 
lour  of  the  act  of  June  20,  1874,  from  the  very  beginning  of  ita  opera- 
tions, and  had  endeavored  to  construe  it  most  unfavorably  to  the  banks, 
ie  first  sought  to  compel  small  banks  with  a  capital  of  less  than  one 
aundred  and  fifty  thousand  dollars,  which,  under  the  previous  law  had 
«n  riH^uired  to  maintain  a  miminum  deposit  of  bonds  equal  to  one- 
loft  heir  capital,  to  increase  that  sum  to  fifty  thousand  dollars.  The 
ion  raised  by  him  wa-*"  referred  to  the  Attorney-General,  who  decided 
Ihat  fifty  thousand  was  the  minimum  for  those  banks  only  whose  capi- 
E|ra«  of  such  amount  that  one-third  thereof  would  equal  fifty  thou- 
dollars  or  more,  but  that  where  tbe  capital  stock  of  a  bank  was 
ell  that  one-third  of  it  wm  less  thtin  fifty  thousand  dollars,  then  such 
one-third  of  the  capital  was  the  minimum  deposit  of  bonds  for  such 
rbonk. 

Defeated  in  bjs  construction  of  law  in  this  case.  Treasurer  Gilflllan 
another  point  after  the  veto  of  the  funding  act  of  1881.  Before 
lay  23,  1881,  he  as  well  as  his  predecessors  in  office  had,  as  a  matter  of 
wnvenienc*  l>oth  to  the  banks  and  the  Government,  permitted  the 
ademption  of  bonds  called  for  payment  by  the  following  method.  The 
inks  sent  a  power  of  attorney  authorizing  the  Comptroller  to  with- 
Jraw  the  bonds  and  tbe  Treasurer  of  the  United  States  to  assign  them 
•  the  Secretary  of  the  Treasury  for  redemption  on  account  of  the  bank, 
much  of  the  proceeds  of  the  bonds  as  might  be  necessary  to  be  used 
rwtire  the  circulation  secured  by  the  bonds,  the  latter  being  never 
11  of  the  bands  of  the  officers  of  the  lYeasury  Deimrtment.  The 
were  thus  relieved  from  the  necessity  of  first  sending  hi  money 
ir«  their  circulation  and  the  Government  was  enabled  to  get  its 
bonds  with  more  promptitude.  On  May  23  Treasurer  Gilflllan  declined 
longer  to  allow  this  method  of  withdrawal  and  redemption,  alleging 
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that  the  process  of  the  bonds  were  coin,  and  not  legal-tender  not«s,  and 
tbat  Section  four  of  the  act  of  June  20,  1874,  required  deposits  for  the 
retirement  of  circulation  to  be  made  in  legal-tender  notes  ocly.  This 
qaeetion  was  likewise  referred  to  the  Attomey-<ienera].  The  Attomey- 
Cieneral  derided  that  Government  notes  ure  promises  to  pay  dollars  and 
for  Bui'h  promises  tlie  thing  promi>ied  niay  be  substituted  by  the  proin- 
iM5r,  luid  that  coin  of  the  United  States  is  a  legal  tender  in  all  pay  meatfl. 
These  eudeavors  of  the  Treasurer  to  throw  obstructions  in  the  way 
of  the  free  redemption  and  issue  of  National  bank  notes  were  defeated, 
but  it  Is  certain  that  if  the  act  of  June  20,  1874,  had  been  repealed,  or 
if  tlie  narrow  construptions  sought  to  be  put  upon  it  by  the  Treasurer 
had  previiiled,  the  refunding  operations  of  1881  would  have  been  pcr- 
fornuHi  with  far  greater  inconvenience. 

CosTisrANCK  av  PrvB  and  Six  Per  Cbst.  Bonds  in  1881. 

The  refunding  bill  of  1881  ha\nng  failed  to  receive  the  President's 
fligOAtlire,  juifither  courae  was  talccn  by  the  new  Administration  of 
Prwddent  Garfield,  who  succetvletl  President  Have**  on  March  4.  1881.  in 
regard  to  the  maturinK  debt  of  the  United  States.  Mr.  Wiiulom,  the 
Secretary  of  the  Trvn-^iiiry,  adapted  a  plan  for  extending  the«e  bonds  at 
•  reducivi  rate  of  interest.  On  March  1,  1881,  Hve  per  cent,  boodl 
atnnunting  to  ^69,320  1150  were  outstanding  redeemable  at  the  optioD 
of  tlie  (idvernnient  after  May  1,  \Vt>\,  and  six  per  c«nt.  bonds  amount- 
ing tx>  tS08,S66,5S0  wore  altio  uut«tanding  redeemable  after  July  1, 1881. 
On  April  11  the  whole  amount  of  *ix  per  cent,  bonds  was  willed  for  pay- 
ment on  July  1,  IHSl,  but  to  holders  o(  all  the  six  per  cent.  Ixjuds  per- 
mlsaion  wiui  given  t^i  hav«  their  bonds  (>untinued  at  the  pleasure  of  tbA 
Qctvomiuent  with  interest  at  three  and  a  half  per  cent,  per  annum, 
pmvlclcfl  tliey  should  no  requeat  and  the  bonds  should  be  received  by 
tint  Trtiisury  on  or  before  Hay  10,  1.S81,  the  time  being  sulisequenlly 
extende<]  until  llAy  SO.  There  wert^  presented  fur  cuutinuiuice  1^78,- 
0A5,1A0  out  of  thefS0S.SM.55O  of  outstanding  sixes.  The  reuiainder, 
#24,3(11.400.  were  |>ald  upon  presentation,  interest  ha>ing  ceased.  On 
May  M  a  similar  oiler  was  made  to  the  holders  of  the  five  per  cent, 
botub,  th*  limit  of  time  for  pnwentation  for  exteitsion  being  fixed  od 
Joljr  1,  1881.  On  the  latter  date  notie«  was  given  o(  the  paymeDtj 
October  1,  1^1.  of  the  regikteroil  flvea,  whom  holders  ha<l  not  •« 
thiwtflTTT  of  the  privilege  of  mntinuanee.  The  total  amount  uf  111 
cootlnaed  was  #101.&04.900,  and  the  aiuount  paid  •67.816,790.  Of  the 
■HUuriiig  sixes  161,901. 80(>  were  held  by  the  banlLS  and  |IS3.74I.600  wei« 
OOtttltiued  at  three  and  a  half  per  cent.  Of  tlie  nwtorlng  dree  #171,- 
t«8,SM  wem  held  by  tht*  iMnka.  All  of  theae  wei«  sootliHied,  and  oa 
]foveniber  1  the  Itnldlngs  of  Av«e  eontlnued  at  the  lower  rate  ol  iatowi 
\»d  hiBiWMid  tofl8?,634.S50.  On  the  whole  the  veto  of  the  refaadbiii 
bin  of  IKSl  by  Pr«d<lent  llayee  appears  to  liave  been  a  wIm  exeniM  of 
the  puwer  mCinir  In  liira.    The  rate  of  tluve  par  amt  flx*i!  ^^•-  *^ 
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AOthoriiicd  bj  the  bill  was  not  warranted  by  the  etate  of  the 
tuorkets  or  the  borrowing  power  of  the  United  States.  The  effort  in 
ttbi!  bill  to  give  the  bondw  u  forced  cireiihition  at  tlie  expense  of  the 
iKatioiial  bonking  system,  if  persisted  in,  would  uiost  probably  have 
Utterly  denuiged  the  money  market  and  discredited  the  bonds.  The 
bree  aud  a  half  per  cent,  rate  adopted  for  continuing  the  si^es  and 
tvt«  was  probably  a  little  more  than  the  true  figure  at  which  the 
lr<jvemment  <-ould  have  borrowed  upon  new  bonds  duly  authorized, 
>iit  not  more  in  excess  than  the  expense  of  floating  a  new  loan. 

[EXTBN^ilOS;  OP  CORPOaATB   EXISTRSTCR  OP  THK   NATIONAI.  BaNKS. 

Id  hi«  report  for  1881  the  Comptroller  called  the  attention  of  Con- 
to  the  fact  that  the  corporate  existence  of  the  first  organized 
National  bank  would  expire  on  January  1,  1H82,  and  that  on  and  before 
lary  25,  1683,  the  corporate  existence  <\i  393  National  banks  would 
He  recommended  the  enactment  of  a  law  for  the  extension  of 
lie  charter  of  the  banks  about  to  expire.  The  first  currency  act  crea- 
Jng  the  National  baukmg  system,  which  became  a  law  February  25, 
p6ti3,  contained  a  provision  that  the  corporate  existence,  or  succession, 
eh  bonk  should  be  for  the  period  tnentioued  in  its  articles  of 
ition,  but  not  exceeding  twenty  years  from  the  date  of  the  act. 
Some  few  banks  in  their  articles  of  association  fixed  periods  ratlier  less 
than  the  twenty  years  from  the  date  of  the  act  and  these  were  the  ones 
vhoee  corporate  existence  expired  before  February  25,  1883.  The  act 
Jane  3,  1864,  which  superseded  the  act  of  February  Z,"),  1863,  and 
tion  5136  of  the  Revised  Statutes,  provided  that  the  banks  organized 
knder  those  acts  should  have  a  corporate  exlsteuoe  for  twenty  years 
om  the  date  of  their  organization  certificate. 

The  recommendation  of  the  Comptroller  was  that  an  act  be  passed 

uthorizing  any  National  bank  with  the  approval  of  the  Comptroller, 

at  any  time  within  two  years  prior  to  the  date  of  the  expiration  of  its 

eorporate  existence,  to  extend  Ws  period  of  succession  for  twenty  years 

by  amending'  ii»  articles  of  a^ociation.     The  necessary  amendment  to 

the  articles  of  a&sociation  was  to  be  a^eed  to  by  the  vote  of  ahare- 

_lioldcTs  owning  two- thirds  of  the  stock  mid  duly  certified  to  the  Oomp. 

aller.     The  object  was  that  the  responsibility  for  extension  might  rest 

rith  the  Comptroller  and  to  enable  him  to  examine  throughly  as  to  the 

andition  of  the  bank.     The  Cou»ptroller  further  suggested  timt  if,  for 

ay  rewion.  Congress  should  not  favorably  consider  a  bill  for  extending 

ters,  the  banks  could  stiU  under  exL*ting  law  renew  their  existence 

I  they  so  de«ire<i,  and  in  the  absence  of  prohibitory  legislation  many  of 

bem  would  undoubtedly  on  the  expiration  of  their  charters  organize 

i;w  associations  with  nearly  the  same  stockholders  as  before  and  would 

lien  apply  for  and  obtain  from  the  Comptroller  of  the  Currency  certifl- 

(flatea  authorizing  tliem  to  continue  business  for  twenty  years  from  the 

datM  of  their  new  organization  certificates.    Such  a  course  of  procedure 
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would  have  been  perfectly  legal,  and  the  Comptroller  had  no  disere-  J 
tionary  power  in  the  matter.  The  Attorney -General  on  February  23, 
1882,  rendered  an  opinion  in  which  he  decided  that  the  National  bank- 
ing laws  did  not  prevent  the  stockholders  of  an  association,  the  corpor- 
ate existence  of  which  had  expired,  from  organizing  a  new  assodAtion 
vrith  the  same  name.  Nor  was  there  anything  in  the  banking  laws  to 
prevent  an  expiring  National  association  being  converted  into  a  State 
bonlc,  and  that  bank  8ubsequently  reconverting  into  a  National  bank 
with  the  name  of  the  expired  National  ajwociation. 


i 

( 


Passaob  of  thb  Extbssior  Act  of  Jult  12.  1882. 

Soon  after  the  a«»enibling  of  Congress  in  December,  1881,  a  bill 
introduced  for  the  extension  of  the  corporate  existence  of  National 
banks,  embodying  the  recommendations  of  the  Comptroller.  It  was 
amended  in  many  particulars  and  passed  the  House  on  May  30,  1882, 
by  a  vote  of  one  hundred  iind  twenty-flve  to  sixty-seven.  It  was  ftOI 
further  amended  in  the  Henate,  passing  tiiat  body  June  22,  1888,  by  a 
vote  of  thirty-four  to  fourteen.  It  again  passed  tiie  House  on  the  re- 
port of  the  Conference  Committee,  July  10,  one  hundred  and  ten  to 
seventy-nine^  one  hundred  and  one  not  voting,  and  was  approvied  by 
the  President  July  12,  1882. 

The  act  provided  for  the  extension  of  the  corporate  eiij>tenoe  of  all 
National  banks  for  twenty  years,  by  tlie  ainendinent  of  their  articlm  of 
a«80ciation.  It  provided  that  tlic  ComptroTlerlipbn  reMlpl  of  Umup' 
plication  of  the  bank  and  the  amendment  certified  by  the  aanoolittion, 
shall  oaoae  a  special  examination  to  be  made  to  determine  Its  oondl- 
tioD,  and  anthorized  him  to  grant  his  certificate  for  the  proposed  ex 
tension  if  the  cotiditiuu  of  the  assuciation  is  found  to  be  satisfacto^. 
It  provided  that  any  shareholder  not  ax.«eriting  tti  the  amendment  of 
the  articles  of  association  may  give  notice  in  writing  to  the  directors 
within  thirty  days  of  the  date  of  the  certillcate  of  approval  of  the 
Comptroller  that  he  desires  to  withdraw  from  Maid  association,  in  which 
auie  ho  was  authorized  to  receive  the  value  of  his  vliarea,  to  be  deter^ 
miniMi  In  a  specified  way.  The  law  ttl«>-frr»-  '. 
tion  or)?Hnt)re<l  to  take  the^plnr**  of  nii  rxftlr- 
Ing  til'  (he  slmrfl 

titled  I     .  in  the  <i  i 

in  pro(>ortJou  tu  tlut  Jiuiabor  ul  aliares  hel<l 
rireulatiug  notes  of  an  asiiociatiou  extendjiiK  i< 


ill  any 

I   and  r^ab>>^ 

OS' 

itioo 

lie  old.     The 

I j...i.itf  f^i'^tenee, 


i.'!' 


iMued  to  it  previous  to  such  extension,  were  to  l>e  retire*! 

rudeuiption,  but  at  the  end  of  three  years  lawf 

poalted  tu  retire  all  such  circulntiun  as  might  at  : 

remain  outstanding,  and  any  gain  that  might  ariiw  from  i 

might  for  any  reaaon  fail  to  bo  presented  fur  rvdoinption 

U>  the  benefit  of  the  United  Btatrs.     Notes  of  a  new  pattern  were  to 

iHUod  to  the  oxtendiitg  hank  to  render  them  easily  distin^ 


ly  by 

»le- 

rtnd 

!  !Mt 
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oiii  tbe  old.     Bniika  who!<p  charters  expired  tbat  did  not  aToil  tliein- 
elvesof  thi?  privilege  <tf  exteni«ion  wen*  to  givo  notice  of  liquidation 
•it  lawful  money  affording  to  law.     8uch  expiring  bank.?  as 
Iji  lift*  time  tt>  liijuidate  their  affairs  were  peitiiitted  to  continue 

bfir  eorpomte  existence  for  that  sole  purpo.se.  Tlio  new  notes  issued 
Jere  prepared  with  spetiial  provisions  against  counterfeiting.  The  five 
Dllar  not*  bore  for  Its  vignette  a  portrait  of  President  Garfield,  and 
of  other  denominations  liad  the  charter  number  of  the  bank, 
six  tiiue«  in  the  margin.     The  colors  were  brown  and  green. 

EXTKNSION  OP  Natiokal  Bank  Chabtkrs. 

By  November.  1882,  thirty  banks  Imd  extended  their  corporate  ex- 
L'uctf  under  the  law,  and  nearly  all  tliose  organized  under  the  first 
irrency  Act  of  February  25,  1863,  had  given  notice  of  their  intention 
» extend.  Tlie  total  number  of  banks  whose  charters  had  expired  up 
(Noveiulwr  1.  1882,  was  eighty-six.  Of  these  fifty  were  placed  in  vol- 
Btiury  li(|uidation  by  their  stockholders  previous  to  the  date  of  the  ex- 
ioti  of  their  charter,  and  all  but  two  previous  to  the  enactment  of 
act  of  extension  on  July  12,  1882.  The  stockholders  of  forty-five 
fifty  liquidating  barks  organized  new  associations  with  the  same 
,  those  of  four  new  associations  with  a  different  name,  atid  one  did 
feet  a  new  orgjinization.  The  corporate  existence  of  six  of  the 
f-sii  banks  expired  witliout  any  action  having  been  taken  by  their 
>ldors  for  their  liqiiidation,  but  they  were  revived  for  that  pur- 
Section  7  of  the  extension  act.  The  united  stockholders  of  three 
the  nix  banks  perfected  new  organizations  with  the  same  name,  ia 
be  cafie  of  two  others  the  stockholders  organized  new  associations  with 
lerent  naines,  while  in  the  remaining  case  the  stockholders  took  no 
fion.  Tlie  retnainuig  thirty  of  the  eighty-six  banks  expiring  up  to 
Bveinber  1,  1882,  extende<i  under  the  new  law.  The  following  tables 
the  dates  of  expiration  of  charters  of  all  National  banks  up  to 
1900,  with  the  exoeptiou  of  the  eighty-six  already  mentioned. 

Organized  under  Act  qf  February  £5,  18G!S. 

DATS  or  ExpiBATiON.  No.  of  banta. 

Deoemler.  1*88 10 

Jkauary.  1W8. 8 

February.  Vita. Wi 

Total , 307 


Organized  under  Act  qfJune  S,  1864. 


TcAB  or  KxnaATioB. 


iVo.  of 
Itaitkt. 


106 


YXAB  or  EXPIRATIOM. 


Wo.  0/ 
baiiht. 


Total 1,80$ 
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Organization  of  Nbw  Banks. 

The  foregoing  indicates  the  various  motives  controlling  in  tlie  i 
tinuance  of  business  under  tbe  National  law  of  those  having  their  oap-1 
ital  invested.     Before  the  enactment  of  tbe  extenMon  act  tlie  bunkd  | 
whose  cliarters  expired  while  nnoerfainty  of  its  final  passage  prevailed, 
were  forced  to  talce  action  in  order  to  continue  buHinesa,  and  this  ex- 
plains wby  no  many  of  these  banks  went  into  voluntary  Uquidutioaj 
and  organized  new  banks  with  tbe  same  name  but  with  a  different 
charter  number.     But  tbe  passage  of  the  extension  aet  did  not  furnish 
or  remove  all  motive  for  taking  this  course  in  preference  to  tbe  tuiH>t. 
simple  method  of  extending  the  charter.     In  the  case  of  many  banlul 
tlie  sto<!kholder8  owning  the  controlling  intere-st  in  the  stock  either  were 
or  fancied  tbeiitselves  to  be  handicapped  by  liaving  a  largt*  amount  of 
stock  In  the  hands  of  people  who  were  of  no  value  to  the  busineas  of 
tbe  bank.     In  the  course  of  tweuty  yeiu>,  oa  active  men  of  busitwoi 
died  out.  their  stock  went  to  their  heirs  who  often  took  no  luterMt  io 
the  bank  further  than  to  draw  dividends,  kept  no  account  there  and  i 
brought  no  business  to  the  inxtitution.     In  tliest'  ciiMCs  tbt*  cuntrolliiig  j 
stockholders  found  they  could  get  rid  of  what  they  styled  dead  wood,  i 
by  liquidating  the  old  bank,  paying  off  the  andesirable  stockholder*  | 
ajid  organizhig  a  new  bank,  in  which  all  the  stiH-k  might  be  held  byi 
themselvcN  and  those  they  regarded  as  desirable  associates  from  a  husi-j 
ness  pTiUit  of  view. 

Before  the  pti>mage  of  the  extension  act  there  was  nothing  to  prevent  ] 
the  new  organization  taking  the  name  of  the  old,  and  to  be  to  the  pub- J 
lie  virtually  though  not  technically  the  same  bank.     But  while  the  i 
tension  act  was  before  Congress,  some  complaints  were  received  fToai| 
the  stockholders  frozen  out  by  this  method,  and  a  provision  was  in-] 
wrted  in  the  act  preventing  the  retention  of  the  name  of  tbe  old  bool 
by  the  now  unless  tbe  allotment  of  the  new  stock  was  the  same  as  be-1 
fore  the  reorganization.     The  name  was  a  somewhat  valuable  acset  and 
this  provision  of  the  act  stopped  many  schemes  of  tbe  kind  mentioned, 
althotigb  it  did  not  ttltogcth«-r  pn'vent  reorganir.ations  for  the  purpose] 
uf  a  new  distribution  of  titock.     In  mniiy  instatu'cs  the  contntlling  in- 
tvn'nt  preferred  tu  take  ii  new  name  mtlier  than  be  liHidcd  up  with  uu- 
desirable  aaaoolAtee.     The  udvnutaKe  of  extciision  of  charter  over  re- 
organlutlon  was  that  the  surplus  wa»  retained  in  the  tirxt  caw*,  wbile| 
in  thp  latter  It  liad  to  be  distributed  among  the  stookholden. 


COXFTHOLXKK'S   KRPOKT  iroK   1888. 

In  hi*  n>(Hirt  for  the  year  X^'i  the  I'ciniptmllcr  makwa  KNIM 
tlonsuiHJU  tliefulurvof  NalioiiAl  bankcum'Jicy.     lie  said,  aft#r  I 
mending  that  the  iswuo  of  rireulaliou  to  National  bonk*  bo  euUuvMi  to] 
ninety  per  cent,  of  the  ourreot  market  value  of  four  and  four  and 
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half  per  cent,  bonds,  "  If,  however,  it  shall  be  the  policy  of  the  Govem- 
iioent  to  accumulate*  the  revenue  in  place  of  largely  reducing  It,  thus 
renderintf  it  necessary  to  continue  the  rapid  reduction  of  the  debt,  even 
If  it  iotolx'  purchastidatthe  price  fixed  by  the  holders,  it  is  of  the  greatest 
I  importan*'©  that  the  basis  on  wlueh  the  ban  It  cuixency  is  issued  sliould  be 
|«uijirxed  so  as  to  include  so/ne  other  form  qf  security  besides  (Jonerntncnt 
•  *  The  National  bajiking  system  was  established  with  a  view 
Ito  Dproot  other  and  evil  systems,  and  nothuig  but  the  lieroic  leijislation 
it  taking  Imd  isMues  of  circulation  out  of  existence,  wlueh  was  passed  in 
Itbe  Interests  of  the  Government  during  a  great  war,  could  have  acconi- 
jplished  this  purpose.     By  uicreasing  the  rate  of  issue  upon  the  bonds 
pledged  by  the  banks  as  security  for  their  circulation,  or  by  reducing 
^tbe  tax  upon  bank  notes,  or  by  a  proper  refunding  of  the  debt,  and  re- 
ducing the  revenue  derived  in  many  instances  from  unjust  and  burden- 
iK)me  taxation,  the  system  may  continue  for  tweaty-ftve  years  or  until 
the  maturity  of  the  four  per  cent,  bonds  ;  but  it  is  far  better  that  the 
Hglit  to  itunie  Jiotes  should  be  ffrndiinllj/  distrontiutted  than  that  so  good  a 
\/ittm  should  be  tcsed  to  briny  again  upon  the  country  the  very  evils 
ohieh  were  ejrperl^rnrtd  h^ore  its  organieatlon  twenty  years  ago.'^* 

Bank  Failubbs  m  1882. 

During  the  year  1882  there  were  several  failures  of  conspicuous  Na- 
tional banks  in  Newark,  New  Jersey,  Buffalo,  New  York,  and  in  Bos- 
|toiL     The  Comptroller  said  in  regard  to  bank  failures  and  liquidations 
.since  the  commencement  of  the  National  banking  sy^stem  eighty- 
banks  have  been  placed  in  the  handa  of  Receivers  and  four  hun- 
and  twenty  banks  have  voluntarily  closed  their  business  by  the 
{■Votes  of  shareholders  owning  two-thirds  of  their  stock.     Seven  of  the 
iks  in  voluntary  liquidation  failed  to  pay  depositors  and  were  placed 
lin  the  bands  of  Receivers. 

LOSSKS  BT  Nationaij  Bank  Iksolvbnct. 

The  lo«8  to  creditors  of  eighty-seven  National  banks  placed  in  the 
tmndii  of  Receivers  had.  up  to  that  time,  been  about  seven  millions  of 
|doUars.     The  average  annual  loss  hiul  therefore  been  about  $400,4)00 

*  Epitor'a  Notk.— Mr.  Knox,  in  hia  report  for  1882,  arfrued a^liut  the  adrisabiUty 
VI  pemaltiuiir  ll»c  NatloiiHl  banksto  Uwue  nou-s  l>ase(l  on  the  securtty  of  their  Kuneral 
ptji  uiiil  tt  taints  fuaU  (sec  report  of  <ho  Comptroller  of  the  Curroucy  for  1882.  p.  10). 
\>'  ariL'rwunlsrhuDKC<)  bis  views,  ant)  was  the  author  of  n  bill  permitting  the  Issue  of 
Dotes  to  thceitentof  scventy-flve  per  cent,  of  capita),  thirty-live  per  cent,  to  be  so- 
t«i  by  iHiD'K  thirty-flvc  per  cent,  by  tfold  coin  or  bullion  or  silver  bullion.  Ore  per 
to  tHi  K-ciirol  by  the  general  ntneta  and  a  safety  fund.  ('' Khodcs' Journal  of 
QB,"  l^bniitry,  ISIiO.  i>.  HO.)  Ttie  (ollowloi;  statement  in  regard  to  the  views  of 
1..V   I.  tmin  "National  nndStatc  Bankfi."by  HorueeWhUc,p.l4;  ("Sound  Cur- 

ir.  Kuox,  whoae  authority  is  far  (rreater  than  mine  on  any  Itanldng 
queiiiiiik,  iir^ui'ii  in  his  reiKirt  aa  Comptroller  of  the  Currency  for  188S  airninst  the 
|»Uctj'-f  uiiil  pliin.    •    •    *    Mr.  Knox  ehanffCKl  bis  views  on  this  8Ub>ect  completely  a 
lluw  yean  lief  ore  his  death,  as  be  told  me  and  others. " 
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in  the  business  of  a  system  of  banks  having  an  average  capital  of  94S0,- 
000,000,  and  which  has  been  responsible  for  the  keeping  of  deposits 
averaging  from  day  to  day  during  twenty  years  over  eight  hundred 
millions  of  dollars,  or  expressed  in  percentage,  an  annual  loss  of  one- 
twentieth  of  one  per  cent.  The  Comptroller  also  spoke  of  the  delays 
caused  by  litigation  in  the  closing  of  insolvent  banks,  saying  : 

"  In  many  of  these  cases  no  conclusion  can  be  reached  nntil  the  matter  has  been 
brought  before  the  courts  of  last  resort.  The  dockets  of  the  supreme  courta  ia 
most  of  the  StatoK,  and  that  of  the  Supreme  Court  of  the  United  States,  are  crowded, 
and  when  an  appeal  is  mode  to  these  tribunals  years  often  elapse  before  a  case  can 
be  reached.  Owing,  however,  to  the  decisions  already  made,  the  forma  of  proce- 
dure, under  the  laws  goroming  National  banks,  are  better  understood,  and  in  col- 
lecting a.'OH.'ts,  in  allowing  oflTsets,  and  enforcing  the  liability  of  stockholders,  the  In- 
ducements to  protract  litigation,  either  upon  the  part  of  ordinary  debtors  of  the 
bank  or  of  the  stockholders  assessed  for  their  personal  liability,  are  beooming  lew 
and  leas." 

ExcEssrvR  Bank  LoAirs. 

In  his  report  for  1882,  as  in  previous  reports,  the  Comptroller  called 
attention  to  the  difficulty  of  enforcing  the  provisions  of  the  law  re- 
stricting loans  to  ten  per  cent,  of  the  capital  stock  of  a  bank.     He  said: 

"  In  citi«<s  where  large  amounts  of  produce  are  received  and  stored,  it  Is  repre- 
sented that  it  is  impowibte  for  banks  to  tranHact  this  class  of  business  if  restricted 
to  the  legal  limit.  It  >»  true  the  limitation  does  not  apply  to  loans  upon  produce  in 
transit  where  drafts  an-  drawn  upon  existing  values ;  but  if  produce  is  stored  instead 
of  being  shipped,  large  loans  <-aim<>t  Ik>  made  except  in  violation  of  law.  In  such 
caM*  the  Comptroller  has  no  means  of  enforcing  the  law  except  by  bringing  a  salt 
for  forfeiture  of  charter,  and  this  conriH-  might  resnlt  in  gn-at  embarrassment  to 
busimiw  as  well  us  loss  to  many  innocent  stockholders!  of  the  banks." 

He  reooiumended  an  amendment  to  the  law  relieving  Intimate  loan* 
upon  produce  or  warehouse  receipts  and  Hoine  other  classes  of  collat- 
eral, as  well  as  United  States  bonds,  from  the  limitation  fixed  in  the  law. 

CONTKACTIOS   OK  NaTIONAIi   BA>'K  CrRRKXCT  IS  1883. 

In  the  year  1)^3  the  contraction  of  the  National  bank  circulation 
due  to  the  rapid  |)ayment  of  the  debt  of  the  United  States  began  to  be 
very  noticeable.  During  tlie  year  ending  November  1,  1883,  more  than 
one  hundred  and  five  millions  of  the  public  debt  were  called  in  and 
paid,  and  all  of  the  reiiuiining  three  and  a  half  per  cents  were  called 
f«>r  payment  and  had  reasi>d  to  l>ear  int«'n>st.  Notwithstanding  the 
fact  that  2f>'i  new  baiikx  wen>  urganiztHl  with  a  capital  of  ^28,654,350, 
depositing  i^l,37r>,, 550  of  bonds  a.s  security  for  circulating  notes,  the  ag- 
gregate amount  «>f  bond-t  on  dcpoi^it  for  that  purpooe  had  diminished 
fn>m  ;^1ti-J,4:iO.Cri()  to  fin.'i2.907.;KN),  a  nnluction  of  ^>.583,350.  More  than 
forty  niilliiins  t>f  thn>e  and  a  half  iM>r  cent.  iMHids  held  by  the  banks  a 
yc4tr  pn>vious  liad  b«>en  withdrawn  or  calKnl  for  payment,  the  threes 
had  incn'aneti  less  than  twenty-two  millions,  and  the  fours  and  four 
and  a  halfs  less  than  nine  millions. 
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Tbi' estousion  net  of  1882  bud  conlaiued  u  seotion  aiithurizuig  the 
bcrelarj-  uf  tin;  Treasury  to  issue  tliree  per  cent,  bonds  iu  ('XcLaiige 
Jr  tlin-f  and  a  liulf  ptjr  I'enta,  tlif  uow  bonds  not  to  bf  ciillod  for  pay- 
Bi'Ht  until  nil  bond*  payable  tit  t)ie  option  of  the  Uovt-ruiuent  bearing 
higher  rote  of  interest  Lad  b«^a  called.     The  National  banks  had 
themselves  of  the  exchange  to  a  great  extent,  hoping  to  post- 
Ftliereby  the  day  of  payment  of  the  bonds  liel  1  by  them,  and  of 
Two  Lnndred  and  wsty-five  millions  of  threes  outstanding  on  No- 
Jiber  1,  1883,  the  banks  held  more  than  two-thirds.     Already  at  that 
te  forty  millions  of  the  threes  had  been  called,  eighteen  millions  of 
lich  were  hold  by  the  banks.     The  Comptroller  said  that  unless  there 
be  legislation  by  the  present  Congress  reducing  the  receipts  of  the 
uvenunent,  it  is  prt^bable  that  the  United  States  bonds  will  continue 
I  be  paid  at  the  same  annual  rate,  and  at  this  rate  all  the  threes  will 
Jed  during  the  next  three  years.     This  will  reduce  the  bonds  from 
hnndre<l  and  flfty-three  millions  to  one  hundred  and  tifty-one 
Jomn,  and  cause  a  contraction  in  the  National  bank  currency  of 
JOt  sixty  millions  per  annum.     This  large  contraction  will  be  coun- 
ted flomewhat  by  the  substitution  by  some  banks  of  fours  and  four 
ftd  H  halt»  for  threes,  but  there  may  also  be  a  reduction  in  the  amount 
long  bonds  by  those  banks  that  may  desire  to  realize  the  premium 
iien,  in  their  opinion,  the  maximum  has  been  reached  iu  the  market. 

Uy  OF  THK  COMPTROLI.KK    FOR  RKDtJCING    INTKRKST  ON    BONDS. 

The  Comptroller  proposed.  In  order  to  avoid  so  rapid  a  contraction 

the  National  bank  currency,  a  plan  tlrst  suggested  by  hitri  in  his  re- 

or  1882.     He  said  that  if  the  whole  public  debt  were  reduced  to 

&nu  mte  of  three  per  cent.,  the  present  liigh  rate  of  premium  ou 

I  would  almost  entirely  disappear,  and  the  volume  of  circulatio'h 

irespoud  more  readily  to  the  demands  of  business.     The  tempta- 

Boo  to  sell  Bueh  bonds  for  the  purpose  of  realizing  the  premium  would 

>  longer  rt-main.     A  proposition  for  refunding  all  the  bonds  not  pay- 

ll>li^at  the  pleasure  of  the  <iovemment  into  three  per  cents,  was  made 

»i  the  last  eession  of  Congress.     It  wa-s  that  inducements  be  offered  to 

llie  holder*  of  the  four  and  four  and  a  half  per  cent,  bonds  to  surrender 

Ithfru  tr»  the  Government,  receiving  In  payment  therefor  three  percent. 

onds  liaving  the  same  dates  of  maturity  lus  the  bonds  surrendered. 

ri»  new  three  per  cent,  bonds  issued  would  themselves  bear  a  small 

pfwuittm,  and  it  i»  believed  that  the  hohlers  of  four  per  rents  would 

un*eut  to  such  an  exchiuige  if  acc«)mp,iijied  by  an  offer  of  not  more 

bflfteen  |>er  cent,  premitnn.     The  amount  of  preiiiium  upon  this 

fot  bonds,  say  ne%'en  hundred  milUons  iu  all,  would  at  tifteen  per 

•^ni  be  one  hundred  and  five  milUons  of  dollars,  and  this  premium 

[WW  be  paid  from  the  surplus  revenues  of  the  Govenmiont  tv*t  the 

oiidn  are  surrendered  for  exchange,  thus  in  effect  reducing  the  debt  of 

111*  Government  one  hundred  and  Ave  millions  by  a  prepayment  of  in- 
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ten-ht  wliidi  ninst  be  paid  at  the  proator  rat«  each  year  until  tlitlr 
turity.     Tlie  beiii^flts  uf  this  plan  both  tu  the  holder  of  tlie  )>un<iH  audi 
to  the  (Joveminent  are  apparent.     The  holders  would  receive  in  the' 
8ha[>«i  of  fifteen  per  cent,  preuiiuni  on  their  twnds  a  portion  of  their  J 
intercut  in  advance,  which  would  be  available  to  them  for  loane  at  rates  j 
greatly  exceeding  the  rate  at  which  the  (Tovernment  can  borrow  money, 
or  at  present  letw  than  three  per  cent.     The  Government  would  by  this  I 
use  of  ite  surplus  be  enabled  to  save  a  portion  of  the  interest  wliich  it 
would  otherwise  be  coiiipelled  to  pay  hereafter.     The  principtil  objec- 
tion to  tht8  proposition  is  that  tlie  Government  would  pay  to  the  hold- 
ers a  large  ptvmiunt  upon  their  bonds,  but  it  is  evident  that  in  two  or  I 
three  years  after  the  three  per  eent*  are  paid,  if  there  is  no  redu<!tioii  j 
In  the  revenues,  the  surplus  will  enormously  increase,  unless  the  lonfrj 
bonds  are  then  purchiised  by  the  Government  at  a  rate  to  b«  fixed  by 
the  liulders  thereof,  which  will  be  a  rat«  much  higher  than  that  noir  j 
proposed. 

Thi*  was  a  favorite  proposition  with  the  Comptroller  for  a  nuii)b«r| 
of  years.  The  correctness  of  his  views  was  subsequently  prove^l  in  tlioj 
years  when  the  Government  In  order  to  use  its  surplus  was  compelled] 
to  pay  hitfh  premiums  for  four  and  a  halfs  and  fours  in  order  to  relieve] 
ItMlf  of  it«  suri>lus  money.  If  the  proposition  liad  been  adopt(>d  In 
1882  or  1883,  it  Is  now  extremely  easy  to  realixe  wliat  benefit  it  wooJd 
have  proved  to  the  fitivemment.  It  may  t>e  said,  however,  that  such  I 
A  proposition  which,  on  (hefM«e  of  it,  seemed  to  be  a  gratuitous  benefit  1 
to  one  class  of  people  would  meet  with  apposition  in  Congress  sure  to  I 
defeat  it.  The  kind  of  logislntion  which  |fi"M  fl  pp^Hpnt  H«"H  in  ex-j 
chan^'  tiiroone,  b  difllcult  to  obtain  from  a  popular  legialatiTOl 

aMenW'  -  average  voter  could  not  lie  made  to  see  but  that  tb»J 

in>mcdintj>  [viyment  t-o  Ixind  holders  fur  outweighed  the  more  distant' I 
bi«nellt  to  tlu'  Govenmicnt.     The  idea  was  afterwards  embodied  io  tb»| 
Aldrich  bill  Ijefore  the  Heuate.     The  time  had,  however,  gone  by  for 
the  greatest  benefits  to  be  received  from  its  enactment  into  bkw. 

Cokftkoixkr'a  Opposition  to  Trkasukt  Notbs  Ksn  Siltkb 

CKnTIFlCATK.1. 

The romptroller  also  in  the  report  of  IK83romhat««i  the  proposltioaj 
that  TrtMuiary  notes  and  silver  certitliwles  should  Ik<  sufaetltat«d  for  tb«' 
ntired  bank-note  currency.     Ue  o<iuteuded  that  as  tlie  no>'omio«nt 
already  'waa  fmbarraaed  by  its  surplus  n*veuues  it  would  1m'  oniUar- 
nand  atOl  more  ware  ati  additiotial  issue  of  Trvn-ury  nxw^  to  bo  an- 
tharlMd.    Itwoold  pfaweibUie  Treavury  ci  -  well  its 

reeooroea.  when  already  the  most  tuiportntit        .  tmn—  to 

the  rediMnion  of  a  rtuiundant  revenue  and  the  etuploytnent  uf  th«i  sar^j 
plus  of  an  ov)<rflnwIn|f  Treasury.     If  it  wtvw  poasible  to  iaioe  addl 
Tnsssnry  oiMca  when  the  revenues  of  the  Ooverumrnt  are  so  nac 
r  than  the  expendlluivs.  and  ajmuitaneomly  with  the  yearly  < 
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lltiou  of  tiUver  doUaro  now  aatbr>riz«4  by  law,  it  is  evident  that  snob 
wo\tld  lead  froia  a  gold  U>  a  silver  standard.     The  gold  balance 
dlonioitg  to  the  Tretusiiry  w  large,  but  the  silver  balance  has  increa^jed 
itpidly.  aud  the  law8  now  in  force  will  continually  increase  the  silver 
reduce  the  gold.     The  Isaac  of  additional  Treasury   notes  will 
pn  the  Treasury,  and  be  likely  to  create  doubts  on  the  part  of 
•ome  of  the  holders  a?  to  the  ability  of  the  Govermuent  to  pay  gold  on 
, demand,  and  the  Govemmenr  by  declining  to  pay  in  gold,  thus  taking 
9IU  the  holder  the  option  of  payinent,  may  at  any  time  bring  the  na- 
tion upon  the  silver  standard,  advancing  the  prices  of  products  and  de- 
nouetizlng  the  entire  gold  coin  of  the  country.     In  such  a  crisis  the 
gold  In  the  Trea-mry  will  be  continually  diminished  on  the 
by  the  presentation  of  its  notes  for  payment,  while  its  reve- 
ille, on  the  other  hand,  will  not  be  increased  by  customs  duties  paid  in 
r)ld,  a*  at  present,  but  by  the  return  of  silver  dollars  and  silver  eertifl- 
iites,  which  will  sooner  or  later  drive  every  dollar  of  gold  coin  out  of 
circulation,  bringing  upon  the  country  a  much  greater  contraction  tlian 
[tliat  which  the  is.sue  of  Treasury  notes  is  now  proposed  to  avert. 

Ovkb-Ckrtification  of  Checks. 

In  Angiist,  1883,  it  was  rumored  that  the  failure  of  a  firm  of  brokers 
resulted  in  a  loss  to  the  stockholders  of  the  Wall  Street  National 
Hk  by  an  over-certiflcatiou  or  acceptance  of  elieck.'*,  and  an  exami- 
DatJon  by  the  Comptroller  proved  an  over-certiflcation  of  the  checks 
|<>f  the  flrra  in  excess  of  their  account  to  the  extent  of  nearly  $200,000, 
[Legal  steps  were  taken  against  the  bank,  the  teller  who  certified  the 
jcliecks  was  indicted  and  held  for  triaL  The  bank,  to  avoid  forfeiture 
►of  charter  and  appointment  of  a  Receiver,  went  into  voluntary  liqui- 
dation and  couvertcfl  into  a  State  bank.  The  Couip'. roller  recom- 
, mended  the  establishment  of  a  stock  clearing-house  to  enable  the  busi- 
inesM  which  caused  over-oertitlcation  of  checks  to  be  done  as  i^adily  by 
I  otiier  methods. 

Lkoislation  of  1883-1884. 

Dariu£_tUe  .fl£at_Si3ssLua  .of.  the  Forty -eighth  Congress,  meeting  in 

Deo-     '        '"   "   tkree^bills  looking  towards  the  increase  of  National 

bari.  \s£je_iutroduced  jja  the  Senate.     One  by  Senator 

I  McPher.M>u  ^U  iiig  the  banks  ilie  right  to  take  out  circulation  to  the  par 

Lvalue  of  the  IkituIs  on  dejwsit.     One  by  Senator  Sherman  giving  circu- 

I  lation  on  Iwinds  bearing  interest  in  excess  of  three  per  cent;  viz.,  fours, 

foor  and  a  luUfs  and  Pacific  railroad  sixes,  to  the  amount  of  ninety  per 

I  cent,  of  the  par  value  of  the  bond.s  plus  the  interest  that  would  accrue 

tip  lo  the  time  of  their  redemption  in  excess  of  three  per  cent.     Thus 

a  four  per  cent.  ?10,0(>0  bond  in  1884  would  have  twenty-three  years  to 

n»n  tuitil  iy07.     The  interest  over  three  per  cent,  would  be  one  per 

cent  .  or  Si 00  per  annum,  amounting  in  twenty-three  years  to  §2,300. 
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ThiM  added  to  the  par  valoe  (|10,000)  of  the  IxnidB  would  gi^e  $13,300 
an  a  hatAM  tor  circalation.  Ninety  per  cent,  of  this  would  be  $11,070. 
An  tiiue  paiwed  arid  the  bond  approached  maturity  the  iotereet  in  ez> 
oemt  of  throe  per  cent,  would  diminish.  The  $11,070  of  drculatioo, 
althougti  ninety  per  cent,  of  the  security  in  1884,  would  be  a  greater 
per  cent,  as  tlie  security  diminished.  Mr.  Sherman's  bill  therefofe 
provided  that  the  circulation  should  never  exceed  ninety-flve  per  cent, 
of  the  security  calculated  in  any  year.  Another  biU  embodying  the 
Comptroller's  suggestion  to  exctumge  fours  and  four  and  a  haUa  for 
threes,  paying  a  premium  to  the  holders  of  the  former  from  the  Gov- 
ernment surplus,  was  Introduced  by  Senator  Aldrich.  None  of  these 
bills  became  laws,  although  the  McPberson  bUl  was  favorably  reported 
to  the  Senate  by  the  Finance  Committee  to  which  all  these  measures 
were  referred,  and  8nally  passed  the  Senate  and  was  favorably  reported 
bjr  the  Uouae  Committee  on  Banking  and  Correnoy. 
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HISTORY  OP  THE  NATIONAL   BANKING  SYSTEM,  1884-1891. 

Hairy  W.  Cannon  appointed  Comptroller  —  Panic  of  1884— Action  of  clearing- 
hou£« —  National  bauli  failures  In  New  York  —  Form  of  clcaring-houM  loan  oer- 

IUflofttes  —  Over-ctrtiflcatlon  of  chocks  —  New  York  law  —  Legal-tender  certifl- 
oUeB — Interest  on  deposits — Demand  loans  ae  a  rosource  in  panliii — Cotnp- 
troljer's  report  for  18S5— Liquidation  of  failed  banks  — W.  L.  Trenholm  ap- 
poinlrd  Comptroller  —  Decrease  in  National  bank  circulation  —  Organization  of 
National  banks  from  1882-1S87  —  Redenipliou  of  three  per  cent,  bondi*  —  Comp- 
lri>l|pr'B  report  for  1887  —  (lovemment  deposits  in  National  bunks  —  Sun>lns 
irrrntie*  used  In  the  purchase  of  bonds  —  NatiouBl  bank  failures  In  1888  —  E,  S. 
Laccy  apiK>inted  Comptroller  —  Suburban  bauks  —  Indian  Territory  banks  — 
Legislation  roi'oramendt.'d  —  Reduction  of  circulation  —  Panic  of  1890  —  Failures 
of  Puiama  (I'anal  Company  and  the  French  Copper  Syndicate —  Barintc  failnre 
—Action  of  banks  In  New  York,  Boston  and  Philadelphia —  Bond  purchases. 


Ths  Crisis  of  1884. 


It)  April,  1884,  Henry  W.  Cannon  succeeded  John  J.  Knox  as  Comp- 
troller of  the  Currency.  Aliiio«t  luiincdiately  upon  his  a^uming  office 
Ur.  Cannon  had  to  encounter  the  difficulties  of  the  financial  crisis  of 
May,  1881.     In  his  report  for  that  year  the  Comptroller  said  : 

"  Uwlliif  to  the  large  number  of  mercantile  failures  which  had  occurred  during 
^  year  IB«3,  considerable  tiuancial  uueustness  was  felt  at  the  iH-giuulng  of  1884, 
«ndUii!  jear  openeiJ  inauspiciously  by  the  appointment  of  a  Receiver  for  the  New 
TotV  »iid  N'ew  England  Kallroad.  Following  closely  upon  thLs  were  the  troublesof 
IbeOjif^in  and  Transeoni mental  Company,  and  the  appointment  on  January  12  of 
» R«*i|rrr  f or  the  North  Rircr  Coustruetiim  Company.  The  months  of  February, 
M«rcli  aiul  April  were  t-haracterised  by  many  commercial  failnrcs,  rumors  aflect- 
•m  ibr  .-nillt  r.f  various  corporations  and  a  further  depreciation  In  the  price  of 
.  and,  in  fart,  of  all  products  and  commodities. 
•  •f  uncertainty  and  uneasiness  as  to  values  culminated  on  May  0 
*ltis  lljii  UilurtJ  of  the  Marine  National  Rank,  of  New  York  city,  whose  President 
*»«iiniirinbiT  of  the  Arm  of  Grunt  it  Ward.  The  failure  of  this  firm  Immediately 
Kill,  niid  owing  to  the  prominence  of  some  of  its  members  and  its  large  liabUi- 
►  •iiN.,,|i„i;  JIV,(K)(),000,  its  failure  caused  great  excitement  that  had  not  subsided 
.  the  President  of  the  Second  Nailonal  Bank,  of  New  York,  was  dia- 
*^"'i  i.faulter  to  the  eitent  of  ♦3,185,00(1.    Although  this  defalcation  was 

ImiiUiltaUl^  luade  good  by  Die  dlre«.-tors  of  the  bank,  and  did  not  therefore  result  in 
a*  Mk|if.tv5lon  or  fiillitrf,  «!iich  u  slux-k  was  given  to  cre<llt  and  to  the  confidence  of 
'"'■  -MM  and  firms  snppdscd  to  have  loaned  money  npon  such 

f*'^  an  hatl  greatly  decreasetl  lu  value  or  whose  managers 

*ne  n<iipvo4Hi  Ut  tw  directly  or  iDdlreclly  Interested  in  speculation  In  Wall  Street, 
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that  tbore  was  grrat  prenare  to  «ell  stock*  and  BecuriUes,  and  an  actlTe 
upon  the  banks  fur  deposits.  Tbm  condition  of  affairs  came  to  a  crisis  on  May  14, 
tn  the  anapensioQ  of  tlio  Mciropolltan  National  Bank,  thv  failures  of  l><>nni-il,  Ijiw- 
eon  &  Simpson,  ilatolt  tJ:  Foote,  uud  Sfreral  otber  baulcere  and  brokers.  Tbest  fali- 
tiTM  were  followed  oii  May  15  by  that  of  the  Newark  Savings  Bank  and  the  suepeo- 
slun  of  FUk  &  Halcli  and  filhcrti.  Failures  and  gngpensions  contlnuwl  tbrouKb  Oiw 
months  of  May  and  June,  Ineluding  tbofse  of  the  AVall  Stro(<t  Bank,  the  I'hllndplpbia. 
and  Reading  Railnuid,  tbc  WcAt  Shore  Railroad,  C.  K.  Garrison,  M.  Morgan's  Bona, 
and  of  other  bankers  and  brokers. 

Tbe  snspeoiiiou  of  tbe  Metropolitan  National  Bank  on  May  14  caused  great  ex- 
citement. All  siDvks  and  securities  called  upon  ibu  New  York  Stock  K&ebaii|(t'  were 
greatly  deprtolalod  under  the  preesure  to  sell,  and  It  was  practically  inipiisHible  for 
bauks  to  colle<?t  tbeir  call  loans,  as  their  borrowers  could  not  obtuln  money  by  tho 
Mie  of  their  secorilles  except  at  ruinous  sacriOectf ;  neither I'Onld  tbey  Nirmw  else- 
where ;  and  II  was  Impracticable  and  impolitic  to  throw  n[>oa  the  market  the  maaa 
of  8<.-curitii»  held  na  collateral  for  the  call  loans  of  tbc  associated  banks.  If  it  bad 
been  done  it  is  probable  that  a  suspension  of  gold  and  currency  payments  by  tlw 
bsflka  tbrougliout  th«  country  would  have  followed  in  the  general  panic  tliAt  woaM 
baTa  been  Inevitable. 

AcTioK  av  CiaiARiNo-HousK  Basks. 

In  tills  emergency  tbe  membera  of  the  New  York  Clearing- Honaoj 
nAlislng  that  an  Uniued late  demand  for  deposiis  would  lie  nuido  by  tbeIr  > 
conaapondentB,  callerl  a  meeting  at  the  cIearing-bou.><n  on  the  ttfi><nuK>ii  of  May  14, 
and  th«  following  plan  for  settling  balances  at  the  ctcarlng-boasc  wu«  muuilmowsty 
adopted: 

RtmimL,  That  in  view  of  tbe  present  crisis,  the  banks  in  this  aosoclalion,  far| 
pur[Kiw.'  of  sustaining  each  other  and  the  business  community,  resolve : 

That  a  comtnlttec  of  five  be  apiKilntixl  by  the  chair  to  receive  frum  bwtks, 
bem  uf  the  assiM'iatlon,  bills  receivable  and  other  securities  to  be  approved  bf  i 
aomintUt<c,  who  shall  be  authorised  to  Issue  th«refor  to  such  depocdtinK  baaks,! 
tiflcates  of  depiwil  beariug  interest  at  six  jier  cent,  {>er  annum,  tuA  In  vscosb  uf  oer- 
enty-Ovc  p«r  c<>ut.  of  the  seourlties  or  bills  receivable  so  dejio«lte<l,  except  la  eM«  of 
United  8i»t>w  Ninds,  Olid  said  ccrUlicatcs  shall  bo  received  In  settlement  of  balancaa 
at  the  cleartug-houim. 

After  consultation  with  the  offlecrs  and  dlrectorn  of  Ui<-'  Metropolitan  Nl 
Bank)  a  coininlltt'v  of  ezaruUmllon  wiui  a|>|>olnte<l  to  visit  the  bank  luid  to 
If  Mme  plan  could  not  t>e  arranged  to  prnnit  it  lo  opeii  ag»ln  (or  buslii 
Ursatrr  l<art  nt  ibr  M><nirltlc*  uf  the  t)ank  were  found  In  be  of  such  a  chanu^trr 
loii  >  n  could  safely  be  Issued  upon  thrm,  and  III  tliU  way  tli 

Ntii  '     •  k  was  tmalilol  torevunii*  busltims  on  May  l.'S  unit -I'ttli'  i< 

the  I'li-urlii^'liousr.     The  prompt  action  of  tbc  onNxMatnl  I  luoiKinn 

(if  tbr  M<-trr>[MilltMn  National  Hank  grtatly  assisted  In  rttl.i  irii]  stay- 

IliK  Ibr  panUs  and  allbough  conndenre  was  nut  Initu'  .ika 

In  New  York  wen^  Uirgely  drawn  on  by  their  country  ,  icir 

rtwrvt*  foratlmi*  IriIow  the  it<Kiil  ItmH,  afid  iiitlwwtfit  iia  ai^^ '  .ii>- 

prerlatiuo  i>f  valuiw,  and  stringency  ot  ilie  money  market  oocaei  'of 

itinSdraice.,  other  failures  of  ^tate  iMtnks,  private  liankrrs  and  luuruo  -ir- 

rurfwl  In  Nf*   York  and  Ihroo^fhout  tim  i-onntry,  there  vr as  liOsn»i-  .  .H 

and  nirT»iM-y  imymenln  at  any  jMiInt,  and  Ihn  bwue  of  loan  oert" 
In  tlM^  tiankn  of  New  York  city,  and  Ibran  botika  Worn  soon  on.. 
bianiii  aiul  inad«  gtMMt  their  rvavrvn." 
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PAifcrKKs  OF  National  BAXKa  in  Nbw  York. 

The  Comptroller  called  attention  to  the  fact  that  but  one  National 
fbttiik  fniled  in  New  York  city  and  one  suspended,  while  tlie  estimated 
lliabilities  of  the  State  bunkut  and  private  bankers  falling  in  the  same 
^cJty  exceeded  thirty-two  luillioiis  of  dollars.  t}iily  eleven  National 
failed  throughout  the  United  States  during  the  panic  of  1864, 
}Uj;h  more  than  one  hnndrod  banking  firuis  and  institutions  otlier 
[thaa  national  were  obliged  to  succumb. 

Form  of  CLSARiNO-HocaR  hOAJH  Ckrtikicatbs, 

Tiic  clearing-house  loan  certiflwites  issued  during  this  panic  by  the 
I  committee  appointed  for  the  purpose,  were  in  the  following  form  : 

[pto. ]  [110,000,] 

LOAN  COMMITTEE  OF  THE  NEW  YORK  CLEARING-HOUSE 
ASSlX'lATION. 

Nbw  Tork,  May  16, 1861. 
'Thl«  trri  ;:■■  <  ilmi  iikj Xatiooal  Bonk  baa  deposited  with  the  commit- 
tee sdnfn.  -  in  itivonlance  with  the  pn)ci'f<iins:s  of  a  meettng  of  the  a^aociatiun 
b»U  Mar  H,  is'*i,  ui>on  wbJch  this  certifloate  in  issued.  This  curtiflcato  will  be  re- 
nwcJ  m  poyincnt  of  balanct^  at  the  olcaring-hou»e  for  the  sum  of  ten  thousand 
ioOun  fnmi  »ti)-  member  of  the  clearlng-honsc  asaoclutloD.  On  the  surrender  of 
tbciwrtlficate  by  the  dep<>Killng  bank  above  named,  the  committee  will  indorse  the 
nt  ah  it])a>'Tnent  on  the  obliKaiiana  of  said  banii  held  by  them,  and  surrender  a 
1  lunate  share  of  collateral  aeourflies  held  therefor. 


OuinmUlef. 

The  grtiJhiibWMBDt  of  these  certificates  ontstandhig  on  any  one 
4iy  was  on  ifar  **>,  1884,  when  they  amounted  to  §21,885,000.  After 
that  date  they  were  issued  in  Umtted  amounts  only,  and  on  June  7  their 
further  is^^ue  was  discontinued.  Of  the  eighty-two  bankit,  members  of 
tJie  clearing-houae  assix^iation,  only  twenty  took  out  these  certificates, 
mill  several  of  the  banks  so  taking  them  out  did  so  simply  as  a  precau- 
tionary measure  and  did  not  use  them.  The  total  amount  issued  was 
<e4,913,<HK),  and  about  $7,000,000  of  these  were  issued  to  the  Metropoli- 
l»n  National  Bank.  On  and  after  June  10  balances  at  the  clearing- 
Loone  were  paid  in  lawful  money.  The  principal  Hecurity  upon  wiiich 
thft«-  .fes  were  issued  was  mercantile  paper.     On  July  1  all  of 

tlie  I  '   iiicates,  with  the  exception  of  those  which  had  been  is.>fued 

'  to  the  Met  ropolitan  National  Bank,  had  been  returned  to  the  committee 
oDil  cancelled  and  the  securities  taken  up.  This  bank  had  owing  to  its 
muperunion  and  the  lack  of  confidence  caused  tliereby  been  compelled 
to  liquidate  almost  its  entire  deposit  account,  reducing  it  from  1^11,294,- 
000  on  May  15  to  $1,338,000  on  September  30.     Owing  to  this  enormous 
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liqoid&tioD  of  deposite,  the  Metropolitaa  National  Bank  wa«  unable  to 
collect  its  loaoB  and  realize  upon  itij  securities  with  sufBcient  protnpt- 
neas  to  cancel  its  lo«m  certifietttt«  by  July  1.  and  aa  they  bore  interest 
at  six  per  cent,  and  were  secured  by  ample  cullatorals,  the  osaocinted 
banks  were  willing  to  carry  thcui  as  a  loan.  The  bank  finally  went  into 
voluntary  liquidation  and  its  loan  certlfloat«8  were  gmduully  [xiid  oil 
as  the  securities  deposited  as  cuUaterol  were  enabled  to  be  marketed. 

OVKK-C'KKTIFICATION   OF  CHKCKS. 

As  before  stated  eleven  banks  were  placed  in  the  hands  of  ReoelraB 
during  the  year  1884.  Of  these  tiie  ujost  noticeable  was  tlie 
National  Bank,  of  New  York  city.  Tliis  failure  was  caused  by  the* 
logs  of  the  bank  with  the  firm  of  Grant  &  Ward,  whose  indebtedneM 
under  various  forms  to  the  association  exceeded  six  times  the  capital  of 
the  bank.  The  practices  between  the  firm  and  the  bank  were  xvej 
loose  and  with  strong  suspicion  tiiat  the  law  against  orer-<iertiflOAttoa 
had  been  violated. 

The  act  of  July  12,  1882,  Section  13,  provided  a  more  severe  penalty 
for  over-certiHoation  of  checks,  making  any  officer,  clerk  or  agent  who 
should  willfnlly  violate  the  law  relative  to  over-certification,  or  resort  to 
any  device  to  evade  the  law,  gtiUty  of  a  misdemeanor  and  liable  to  a 
fine  of  $5,000  or  huprisonment  for  not  more  than  five  yean,  or  both. 
Many  of  the  New  York  city  banks  immediately  took  advice  of  their 
atton)eys,  who  sent  in  opinions  as  to  the  effect  of  Section  IS  of  the 
law.  It  was  held  in  these  opinions  that  oertifioadon  of  a  check  was  « 
form  of  aooeptanoe,  and  that  the  right  to  make  a  general  aooeptaiMV 
was  not  interfered  with,  reliance  being  placed  upon  the  third  clause  o< 
Section  S.136  of  the  Revised  Statutes  of  the  United  States  which  gnots 
power  to  the  National  banks  to  make  contracts.  Many  of  the  baaks 
aetiag  upon  the  opinions  of  their  attorneys  changed  the  form  uf  certlA- 
ostioiL  Instead  of  the  form  pre\iouBly  used,  which  was  simply  the  word 
"good"  written  orstompedwiththesignatureof  the  teller,  checks  were 
then  stamped  "accepted,"  with  the  date  and  signature  of  the  I 
Th*  qiMstion  as  to  wlietber  u  check  stamped  "  accepted  "  was  in  ^ 
Hon  of  the  Inw  a^rainMt  ov«'r-certiHnatJon  was  refcrrM  to  the  Attom^y- 
G«i«-ml,  wliii  rcnd«»ri>d  lui  opiiiitm  inreply  to  tiic  iioinlsliiid  l>«'f<ipi>  him 
In  ri'ply  to  the  (Irvt  qiiMitiuii,  wltethcr  n  Ixuik  had  the  right  tn  Arc<«pt 
ohncks  drawn  upon  it  unlcMt  the  drawer  htu]  tlie  mnoaiit  statt^  in  tb* 
elwok  aotuully  ou  defiosit  in  the  bunk,  he  rcpliiH]  in  the  negmtlTc.  To 
construe  otherwise,  he  held,  would  l>e  to  allow  n  device  Ut  vvmio  tbe 
provisions  of  law.  lu  reply  to  a  second  quention.  whethr>r  an  aenfftt- 
aiice  und^r  such  clrcutustances  would  creatv  a  liability  to  thi-  bonk  for 
money  bomtwed  and  as  such  be  subject  to  the  lluiitation  of  loans  tp 
ODe-tenlh  of  the  capital  stock,  tlie  Attoruey-Uenend  held  the  negatif* 
InaniiQch  as  the  aoceptance  under  sucli  clrrumfttatioes  would  be  m.  iMB 
of  credit  and  not  of  money.     To  a  third  tiuesUon,  wlwtbsr 
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ccepULno«  to  an  amount  greater  than  the  capital  of  the  bank  would 

hot  he  a  violation  of  Section  5,203  of  the  Revised  Statutes  which  for- 

Jbids  the  bank  to  become  indebte<l  in  exoe-«>s  of  its  capital  eicept  in  cer- 

in  caoes,  the  Attorney-General  replied  in  the  affirmative. 

The  teller  of  the  Wall  IStreet  National  Bank  who  had  been  indicted 

1883  WHS  brought  up  for  trial  and  plead  guilty,  but  alleged  that  he 

rted  iiuder  the  dire«Jtion  of  his  superior  officers.     The  judge  suxpended 

ent«nce  to  admit  of  evidence  a^i  to  this  charge  against  the  officers. 

Evidence  beiufi  broug'lit  by  the  District  Attorney,  tlie  officers  of  the 

ik  were  held  for  trial  by  a  United  States  Conirnissiioner. 

prtiflcation  of  checks  was  in  use  among  the  New  York  city  banks 

'  txifon?  the  National  system  was  established,  and  for  thirty  yeaj^ 

sfore  the  witablishmeut  of  the  clearing-house.     Its  effect  was  to  make 

36  baok  liable  for  the  customer's  check  so  certified  and  thereby  increase 

itsoorrency  and  credit.     Where  the  customer's  account  was  ample  the 

effect  of  the  certification  was  to  set  apart  a  portion  thereof  equal  to 

|tbe  check  certified  as  a  special  fund  for  meeting  the  check.     This  con- 

renieiit  method  of  enhancing  credit  liecame  an  abuse  when  banks  began 

i  certify  checks  as  good  drawn  by  customers  who  bad  nothing  to  their 

lit  at  the  time  when  the  check  was  drawn.     The  bank  thus  loaned  • 

'Its  credit  to  the  customer,  expecting  to  be  repaid  by  some  future  deposit,  I 

This  process  of  loaning  bonk  credit  on  certified  checlts  was  exceedingly  I 

profitable  to  the  banks  and  was  especitdly  convenient  in  speculative 

.biuinete.    Thu«  a  stock  broker  would  buy  a  line  of  stocks  with  a  check 

Brtifled  by  his  bank,  and  on  sale  of  his  stocks  make  his  account  good 

nth  the  proceeds,  or  if  a  sale  was  not  immediately  made,  make  his 

7unt  good  with  a  loan  upon  the  stocks  as  collateral.     The  bonks 

ioing  this  business  were  necessarily  very  often  at  the  complete  mercy 

of  their  dealers,  and  losses  were  frequently  made  when  the  brokers 

Jled  in  their  speculations.     The  same  facilities  were  also  extended  to 

^dealers  in  pniduce  who  often  required  temporary  accommodations  of 

Doney  to  take  up  bills  of  lading  for  produce  shipped  to  tliem  from  the 

Ilnterior,  which  they  desired  to  transfer  from  cars  and  warehouses  for 

I  lUipment  abroad.     It  would  seem  that  in  so  far  as  the  business  for 

1  which  cortitlcjition  of  checks  above  the  aocount    drawn  against    was 

deemed  neces-sary  was  a  legitimate  and  safe  bu.fineas,  whether  In  stocks 

or  produce,  some  other  method  implying  le.<>8  risk  to  the  bank  and  its 

iolders  might  easily  have  been  applied. 

New  York  Law  as  to  Cbrtificatios. 

L'ertifleation  of  oheclu  in  excess  of  account  was  not  forbidden  by 
tlie  Wiktug  law  of  the  State  of  New  York,  and  the  State  banks  of  the 
eity  iuid,  In  this  respect,  an  advantage  over  the  National  banks.  The 
bank  otOcers  who  allowed  over-certification  did  so  from  a  desire  for 
pmflt  to  the  bank,  and  at  the  same  time  were  most  particular  as  to  the 
millimeter  and  trustwortliiness  of  those  with  whom  they  had  such  deal- 
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inga.  Where  losses  occurred  from  over-eertlflcation  they  were  proba- 
bly not  greater  In  proportion  to  the  whole  mass  of  mich  bosinesa  than 
the  loesea  that  ocvor  in  the  case  of  loans  of  any  other  cla«s.  The  mat- 
ter was  finally  arranged  by  making  a  loan  in  regular  form  to  thorn  who 
had  been  acciuitomed  to  the  former  methoij  of  over-cert iflcation.  It  is 
doabtf  til  whether  the  rt«*il  (*ecurity  waA  any  greater  or  more  trustworthy 
than  before. 

CBRTIKICA.TK8   FOR   LROALrTKSIUKR  NOTbB. 

Section  5,192  of  the  Kevitie<l  Statutes  of  the  Unile<l  States  provided 
that  clearing  house  oertlHcates  representing  specie  or  lawful  money 
specially  deposited  for  the  purposes  of  any  clearing-house  a^isooiation, 
shall  be  regarded  as  lawful  money  in  the  possession  of  any  association 
belonging  to  sui<h  cleoring-liouse  holding  and  owniitg  such  certificate  ; 
aod  Section  5,193  provides  that  the  Secretary  of  the  Treasury  may  re- 
ceive United  States  notes  on  deposit,  without  interest,  from  any  Nor 
tional  bonking  aesooiatiuu  in  auins  not  leas  than  910,000,  and  iasae  oer- 
ttflcatee  therefor  in  denominations  of  not  less  than  $5,0<JO,  wbioh  oer- 
tiflcates  may  be  counted  as  part  of  the  lawful  money  reserve,  and  m^ 
be  accepted  in  the  settlement  of  clearing-bouse  balances  at  the 
where  the  deposits  therefor  were  made. 

The  legal-tender  note  certificates  were  first  issued  in  the  fiscal  year 
1873.  On  June  30.  1875.  there  were  outstanduig  959,045,000  of  tlwM 
oertiflcatea,  of  which  the  National  banks  held  |47,310,000.  Ou  Jon* 
80,  1>I76,  the  amount  outstandmg  wiui  $33,140,000,  of  which  the 
h«ld  «27,fl55.lHH),  On  June  30,  1879,  the  amount  hiul  been  redaoed^ 
189,330,000,  nn<l  on  June  14,  of  the  same  year,  the  banks  held  925.180,- 
000.  The  amount  outstanding  on  September  3U.  1884,  was  tlS.945.000, 
and  the  National  banks  held  on  that  day  914,200,000. 

QOIiD  Ckrtificatks  Aothoruko. 

The  iiwue  of  gold  certificates  waa  authorized  by  the  flftb  i 
the  act  uf  March  3.  1863,  and  they  were  used  as  Mwn  as  issned  taut 
ing-house  purpoeies.  The  first  issue  was  made  November  IS,  1865,  and 
on  June  30,  1B75,  there  were  921,796,300  outtitanding,  of  wliich  the  Na- 
tional banks  in  Now  York  city  held  9lS{,(M£.180.  The  issue  uf  th«M 
gi.i  wiut  disoontitiuetl  on  DecomlHir  1,  187H,  and  theauioont 

out  lune  30,  1879,  had  decreased  to  915,413.7<KI.  and  on 

October  1,  livtt),  to  $7,480,100.     The  amount  outstanding  on  Octulicr  3. 
1888,  iraa  94,907,440,   of  which  tlie  National  banks  held  94.6»4.30O. 
The  iaaiM  of  gold  eertificsatea  having  been  tbtu  dlwootiooed  by  Uu* 
OoTsmnieat  and  tiu>  amount  of  gold  coin  having  rapidJy 
the  banks  In  New  Vork  found  it  noc<wMiry  to  aatabUah  a  depoittory  iC(|^ 
gold  ooln  fur  the  (.■omvunlvnc**  of  the  clt^aring-honiw.     ThU  d«( 
mM  th*  Bank  of  America,  by  which  <HtrtiHcatif*  uf  dv|)o«Jt  w«trw 
laaiwil  on  Oetobor  14,  1879.    Tho  amoaot  of  such  c«rtlficat4Ni  oatftaod- 
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ion  on  jMiaarj  I,  1880,  was  ^5,610,000,  and  on  October  1,  1883,  wa« 
|S$,$i55,()0ri.  The  largest  amount  of  roin  on  deposit  was  on  January 
It,  1668,  vix..  «I5.3,'J0,0(XI,  the  capaelty  of  the  vault  having  been  en- 

The  act  of  July  12,  1882,  again  authorized  the  issue  of  gold  certiH- 

by  the  fTOvernment,  an«i  this  explains  the  iiuiiiediate  derresise  of 

tiflcates  issued  by  the  Bank  of  Ainerit-a.     Of  the  latter  certill- 

tlif  National  hanks  of  New  York  city  held  on  October  2,  1883. 

!(>,»45,000:  and  on  September  30,  1884,  eilS.123,(MK).     On  the  latter 

tte  the  same  banks  held  ^7.217,710  of  gold  certificates  issued  by  the 

■>verunient.     The  su't  of  July  12,  1882,  also  provided  that  silver  cer- 

I  1  be  available  as  a  part  of  the  lawful  money  reserve  of 

^^  -■',  and  that  no  National  banking  association  should  be  a 

Bifiuberof  a  clearinghouse  tliat  did  not  receive  silver  certiHcates  in 

lent  of  clearing-house  balances. 

PAtMKWT  OF   InTKRBST  OX   DkPOSITS. 

The  praiCtice  of  paying  interest  upon  deposits  had  become  an  almost 

aniverMd  custom  among  banks.     It  was  customary  for  the  country 

■banks  to  pay  interest  on  current  accounts,  and  also  to  issue  certificates 

l«<  deposit  bearing  interest,  the  latter  usually  stating  upon  their  face 

jtliiit  no  interest  will  be  paid  upon  the  .sunte  unless  the  deposit  remains 

I  for  a  certain  speoifled  time.     Banks  in  the  cities  where  a  large  portion 

I  of  the  reserves  of  the  country  banks  are  kept,  have  paid  interest  upon 

I  Uie  dmly  balance  of  accounts  of  their  country  depositors,  New  York 

eHy  being  the  centre  where  large  sums  of  money  accumulate  in  easy 

tiinee,  made  up  of  the  accounts  of  country  banks  and  of  those  of  corre- 

Bpondmts  in  other  reserve  cities,  all  subject  to  interest  on  current 

Mooaitt. 

DRMANU  LOASS    Art   A    RKSOUItCK   IN   PANICS. 

It  has  been  thought  that  the  payment  of  interest  has  a  tendency  to 
Abnonually  increase  this  accumulation,  which  in  turn  encourages  spec- 
nlatiou  in  gt.ocks,  as  the  banks  p;iying  interest  are  obliged  to  find  some 
i»  for  the  money  deposited  with  them.  As  this  money  is  liable  to  be 
at  any  time,  it  is  neces.sary  to  make  call  or  demand  loans,  and 
i  in  stock*  called  ou  the  stock  exchange,  which  theoretically  can 

will  at  any  time,  are  enabled  to  obtJiin  money  for  speculation  by 
pl^lgiog  tliese  stocks  for  collateral  and  m^retdug  to  repay  the  sum  ad- 
vanced ou  demand.  During  the  panic  or  cuhniDation  of  a  financial 
CTi«l»  these  so-called  demand  loans  have  been  found  to  be  far  from  a 
Niablo  resource.  After  the  panic  of  1873  the  members  of  the  New 
^'"''  House  Association  discussed  the  abolition  of  interest  on 

•^'1'  Ills.     On  June  4,  1S84,  after  the  panic  in  May,  the  clear- 

('•K-bounf  asMociatioa  endeavored  to  have  its  members  agree  to  discon- 
tinue th>>  payment  of  interest  on  daily  balances,  but  persistent  opposl- 
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tion  of  some  of  the  members  defeated  the  arrangement.  The  united 
action  of  the  clearing-house  association  would,  no  doubt,  have  great 
weight,  but  so  long  as  it  is  the  universal  custom  of  banks,  State  and 
National,  and  of  private  bankers  throughout  the  country,  to  pay  sach 
interest,  the  banks  of  New  York  would  lose  by  ceasing  to  do  so. 

COJIPTKOLLKK'S  RKPOKT  FOB  1885. 

In  his  annual  report  for  1885  the  Comptroller  called  attention  to 
the  large  increase  in  the  number  of  banks  organized  with  a  capital  of 
$160,000  and  under.  Prom  July  1, 1879,  to  July  1,  lSS2yJJie_numlM>r 
of  banks  of  this  class  organized  was  232,  whQe  from  July  1, 1882,  to . 
1, 1885,  the  number  of  the  same  class  of  banks  organized  was  S38: — Tbe 
reason  of  this  increase  was  the  reduction  in  the  amount  of  tTnlleS  States 
bonds  that  a  bank  was  required  to  deposit  before  commencing  bosineaa. 
Under  the  law  prior  to  1874  banks  were  required  to  have  at  all  times 
on  deposit,  whether  they  issued  circulation  thereon  or  not,  bonds  equal 
in  amount  to  one-third  of  their  capital  stock.  By  the  act  of  June  20, 
1874,  and  the  construction  put  upon  it  by  the  Department  of  Justioe, 
no  bank,  whatever  its  capital,  was  required  to  keep  on  deposit  m<Hre 
than  $50,000  in  bonds,  and  where  one-third  of  the  capital  stock  was 
less  than  $50,000  such  one-third  was  tlie  maximum  requirement.  The 
act  of  July  12,  1882,  retained  ttie  maximum  requirement  in  any  case  at 
$50,000,  but  banks  having  a  capital  of  $150,000  or  less  were  required  to 
deposit  one-quarter  only  of  such  capital.  The  reduction  of  the  bond 
requirement  at  once  iiulucfd  a  large  number  of  private  baniung  firms 
and  State  banks  in  tlio  West,  Northwest  and  Southwest  to  enter  the 
NationiU  banking  system.  It  lx>caiiie  more  and  more  apparent  that 
the  National  system  would  not  be  de|>endent  upon  its  circulation  feat- 
ure for  its  continued  existence.     The  Comptroller  said  : 

"  It  is  lM-licrc<I  that  the  National  bankint;  syotcm  will  be  continued  even  U  the 
awHM-iatioiut  <ir);aiiizcd  uiuKt  it  cannut  iivxiiu  cimilatiim  at  a  pruflt,  inasmuch  aa  tb« 
exixTictice  unilcr  tb(>  Kvstoin  has  nbown  it  to  be  a  sybtfin  well  adapted  to  advance  the 
U-st  interests  of  the  |iul>lio  as  well  as  of  the  banks.  This  statement  is  made  without 
prejuiliee  to  banks  orKanizetl  under  the  utatutes  of  those  i>tate8  which  contain  pro- 
Tixions  ami  re^trietions  similar  to  those  of  the  National  banking  law.  In  many  of 
the  Slates,  however,  the  baiikiiii;  laws  are  defective,  and  it  is  almost  positive  that 
leirtslaiion  cannot  made  them  homotreneous,  nor  could  the  working  of  the  law* 
passiil  by  thirty-eiicht  i<tates  W  so  harmonious  and  useful  as  the  worUng  of  one  gen- 
eral law  applleal>le  to  all  imnkint;  institutions  enacteil  by  Congress." 

LiyiinATioN  OK  Failkh  Banks. 

In  his  rt'port  for  ISS.'i  tlio  t 'oiiiptroIl«>r  also  called  attention  to  the 
rc?iiilts  of  tli<>  Ii(]iii<lati<)ii  of  one  hiiti<lrod  and  four  banks  that  had 
fuile<l  up  to  that  tiiiio.  He  sjiid  that  tlu>.s«'  results  show  in  a  very  inter- 
esting; nianiu-r  to  what  extent  it  may  be  siifc  to  ix>nnit  banks  under  the 
National  system  to  issue  cin-ulation  unprotected  by  a  depttHit  of  United 
States  ImhkIs.     Of  these  104  banks  seventy  have  been  finally  closed. 
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for  these  the  results  are  absolate.     The  remaining  thlrtj-foor  are 
in  pnicess  of  liquidation,  but  have  progressed  so  fiir  that  the  final 
lit  can  be  estimated  with  coiuporative  accuracy.     The  dividends 
)id  to  all  these  banks  from  the  prooeedji»of  their  general  assets  amount 
«2S,3?^,080.     They  had  an  aggregate  capital  of  »28,858,900,  upon 
which,  under  the  law,  they  could  have  issued  on  deposit  of  the  neces- 
boods,  ninety  per  cent.,  or  l8l'J,ti73,0IO,  of  circulation,     U  at  the 
3o  of  tb«*ir  failure  the  law  had  permitted  an  issue  of  circulation  to 
amount  of  ninety  per  cent,  of  capital,  itii^eimred  except  by  a  first 
^11  OH  the  general  otinets  of  the  104  banks  mentioned,  the  note  holders 
fifty-eight  would  have  exjierienced  no  loss.     If  the  law  had  author- 
an  uttsecttred  is»ue  equal  to  seventy  per  cent,  of  the  capital,  the 
tes  of  seventy-one  of  these  banks  would  have  been  redeerued  from 
proceeds  of  their  general  assets.     At  forty  per  cent,  the  notes  of 
oety  would  have  been  paid  in  full,  and  upon  an  unsecured  issue  of 
enty-flve  percent,  of  capital  loss  to  note  holders  would  have  occurred 
the  case  of  five  banks  only,  or  about  $I62,(  OO  in  all. 
The  experience  with  these  104  banks  shows  almost  conclusively  that 
issues  to  the  amount  of  sixty-five  per  cent,  of  their  capital  had 
Flecured  by  a  deposit  of  bonds  to  an  equal  amount,  the  remaining 
rpDty-flve  per  cent,  might  have  been  issued  without  other  security 
I  a  fln<t  Jien  upon  the  general  assets,  and  if  a  safety  fund  had  been 
pxiiit«nce  it  would,  in  the  case  cited,  have  been  drawn  upon  to  the 
lent  of  $62,000,  upon  a  total  circulation  amounting  to  95,464,700. 

Mr.  TrbbhoI/K  AppourrKP  C'omptrollkr. 

Borly  in   1866   Hon.  W.   L.   Trenholm  suooeeded  Mr.  Cannon  as 
lOiiuptTviller  of  the  Currency.     Mr.  Trenholm  was  the  sixth  incumbent 
J»f  the  office.     His  predecessors  were  Hon.  Hugh  McCulloch,  afterwards 
cretury  of  the  Treasury;  Hon.  Freeman  Clarke,  Hon.  HUand  R. 
Bolbord,  Hon.  John  Jay  Knox  and  Hon.  Henry  W.  Cannon. 

Dbcrbasb  of  National  Bajtk  Cibcijlation. 

During  tbe  year  1886  eight  National  banks  failed,  but  failures  in- 

|clQ(3eii  no  banks  of  any  grea,t  importance.     There  was  no  new  legisla- 

ItJou  during  the  year  1886  relating  to  National  banks  except  one  enact- 

liwtit  enabling  banks  to  increase  their  capital  stock  by  vote  of  two- 

tliirds  of  the  sliareholdert!,  and  to  change  their  names  and  places  of 

Iju«d«»  within  certain  limits.     The  year  was,  however,  remarkable  for 

^liit)  largest  decrease  of  National  bank  circulation  that  had  as  yet  oc- 

Burred  in  any  one  year,  amounting  to  f56,593,r»33.     This  was  owing  to 

)  rapid  payment  of  the  class  of  bonds  field  by  the  banks  as  security 

w  circiilaCion.     On  June  30,  1884,  there  were  of  the  three  per  cent. 

mds  redeemable  at  the  option  of  the  Oovemment,  ^^,612,150  out> 

adlng  and  tfl72,4l2,550  of  these  were  held  by  the  banks.     By  Juiit* 

0,  1885,  the  total  of  threes  had  been    reduced  tu  1(194,  IdO, 600,  and 
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those  held  by  the  banks  to  |1 42, 240,850;  by  June  30,  1886,  the  total 
threes  had  fallen  to  ?iU4, 046,000,  of  which  the  banks  held  #107,782.100. 
There  were  two  hiflueuces  at  work,  one  to  reduee  the  aniount  of  fount 
luid  four  and  a  halfs  and  the  other  to  increase  them.  The  hi>fh  prerni- 
nins  prevailing  for  these  bonds  induced  many  of  the  bonks  holding  an 
excess  over  the  minimum  required  by  law  to  sell  out  the  excess  and  re- 
tire their  circulation  based  upon  it.  The  or^nization  of  172  new- 
banks  during  188G,  each  depositing  the  amotmt  of  iWhas^rHqutrefl  by 
law,  tended  to  keep  up  the  aggregate  of  bonds  on  deposit.  No  new 
bank  would  buy  threes  Huhject  as  these  bonds  were  to  almost  immedi- 
ate call,  but  for  tlieir  {ternianent  deposit  sought  either  fours  or  four 
and  a  halts,  the  former  in  preference. 

Banks  Orgaitizkd  from  1882  to  1887. 

From  1882  to  1887  there  were  991  banks  organized  with  a  oapital  of 
111  millions,  on  which  they  would  have  b:en  entitled  to  receive  fM. 
999,f)0()  in  circulatir)n  if  bonds  had  been  obtainable.     As  a  matter  at  '• 
fact  these  banks  deposited  only  $23,892,100  in  bonds,  entitlini;  them  to 
921,495,110  in  circulation.     The  deposit  of  bonds  was  only  about  three 
millions  of  dollars  in  excess  of  the  minimum  re<|uired  by  law.     Paritift ' 
these  years  the  percentage  of  excess  of  bonds  dei>osited  gradually  di- 
minished.    Through  1886  and  1887  the  three  per  cent.  IcNut  whs  called 
for  redemption,  causing  a  very  large  reduction  of  circulation  in  the 
latter  year  also. 

RKDRBCPTlOir  OP  THRBB   PER  CKSTT.    BOKDg. 

The  history  of  this  redemption  was  as  follows.  As  has  been  aetn  tn 
the  previous  pages  the  three  percent,  loan  was  authorized  Ui  lie  iiutaad 
to  take  up  the  three  and  a  halt  i»er  cents.,  by  the  ai't  of  July  12,  1888. 
There  were  altogether  980.'i.581.250  of  threes  insued.  although  tb» 
largest  amount  outstanding  at  any  one  time,  on  August  7,  1883^  wma 
$305,529,000.  $52,250  having  been  redeemed  before  the  last  issue  wa» 
made.  On  August  Ifi,  1883,  the  largest  amount  ever  held  by  tb«  Ka- 
tiotial  banks  as  security  for  circulation  was  on  deposit,  vis.,  I902.S8C- 
7S0.  On  October  31,  188r>,  only  $04,342,550  remained  nncaneelledaud 
thflse  were  called  during  the  fir^t  half  of  1887.  The  calls  for  the  baa<te  I 
belli  by  the  bonks  came  faster  than  the  banks  could  replace  theiu  with 
other  bonds.  The  interest  upon  the  threes  of  course  ceased  a«  Mwo  M 
they  were  called  for  redemption,  and  the  lungiingi*  of  tho  law  la  f^fud 
to  deptmits  for  circulation   required  the  bonds  to  In-  ^  •  i>earin|l. 

In  till-'  elaune  of  the  h»w  requiring  the  Iwmd  dt'posit  tii  i  uned  at 

a  miuimum,  rt*glKterfd  bondx  only  wi-re  mentiunod,  notliing  being  nkl 
about  tlieir  Itving  also  intrrcnt  beariitg.  Taking  advantagv  of  this 
ambiguity  In  the  law,  it  was  (!ontend<*d  by  certain  banks  which  d««irsd 
to  wait  fur  a  more  favorable  time  for  sulNititutiiig  other  Ironds,  that 
when  a  depoatt  of  registered  interest-bearing  bomls  was  once  ma<|o  tlie 
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Itxireujeut  of  the  law  was  complied  with,  and  that  banks  could  not 
iiist  their  wlU  be  compelled  to  replace  such  bonds  with  others,  or  to 
etiro  the  circulation  based  apon  them,  because  witliou taction  on  tlieir 
rt  and  even  without  their  corusent,  tlie  Oovemiuent  had  called  their 
for  redemption  and  had  thereby  acquired  the  right  to  ceaxe  pay- 
itere«t.  The  question  was  referred  to  the  Attomey-Cfeneral  for 
lecimon  and  he  rendered  an  opinion  that  bonds  on  which  interest  had 
l>tUd  not  lawfully  be  held  as  security  for  circulation. 

Bask  Failurks  Rkpoktkd  ix  1887. 

Id  bi»  report  for  the  year  1887  the  Comptroller  announced  the  fail- 
ires  of  ei^ht  JJfttioual  banks,  the  most  im^wrtaiit  bein;;  that  of  the 
"idelily  National  Bank,  of  Cincinnati,  Ohio.  This  bank  was  reduced 
'  iusolrency  throo^'h  the  reckless  management  of  its  board  of  direct- 
»r8.  who  suffered  certain  of  their  immber  to  divert  its  funds  and  credit 
Ml  their  legitimate  purposes  to  the  support  of  a  sjjeculation  in  wheat 
II  Chicanro.  In  the  progress  of  this  enterprise  many  provisions  of  law 
<rere  violated,  and  false  statements  were  made  as  to  the  capital,  surplus 
And  baMness  of  the  bank.  Tliere  was,  hovever,  no  open  evidence  to 
liscredit  the  institution  until  on  June  20,  8200,000  of  its  drafts  went  to 
protest  in  New  York  city.  An  examiner  then  found  the  bank  iu- 
it,  Tlie  proved  olaimB  amounted  to  nearly  four  millions  of 
irs. 
The  Comptroller  in  his  report,  for  1887  recommended  the  embodiment 
,of  the  National  banking  laws  in  a  new  code  with  such  improvements 
id  amendments  as  experience  had  shown  to  be  necessary.  He  pre- 
fer the  consideration  of  Congress  a  bill  containing  two  hundred 
[  forty -three  sections.     This  bill  did  not  become  a  law. 

Dbposit  of  Public  Moxrts  with  thk  Banks. 

In  October,  1887,  the  Secretarj-  of  the  Treasury,  with  the  view  of 

^diminishing  the  danger  from  the  surplus  revenues  which  caused  an  ab- 

loruial  accumulation  of  cash  in  the  Treasury,  resolved  to  increase  the 

'arotmnt  of  public  moneys  deposited  with  selected  National   banks. 

These  bank.s  when  selected  as  public  depositories  had  always  been  re- 

iuire<l  to  deposit  with  the  deimrtment  United  States  bonds  as  security, 

md  were  in  addition  required  to  keep  a  reserve  upon  them  equal  to  the 

frve  kept  on  other  deposits.     The  bank:*  when  approached  ufMrn  the 

lubject  of  increasing  the  deposits  were  unwilling  to  receive  them,  when 

required  to  furnish  four  and  a  half  per  cent,  bonds  as  security  in  face 

I  value  ten  per  cent,  above  the  amount  of  deposits,  and  four  per  cents., 

leijaal  in  face  value  to  the  dopo-its.     They  held  that  the  security  re- 

\  *iuired  was  too  great  to  render  the  deposits  pn>fltable.     The  Secretary, 

tlierefore,  decided  that  banks  deijositing  one  million  dollars  in  four  and 

*  half  iK»r  cienta.  might  receive  one  million  dollars  of  public  money,  and 

[tsiting  one  million  dollars  of  four  per  cent,  bonds  might  re- 
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oeive  eleven  handred  thousand  doUarttof  public  money.     A3  circalAtiOQi 
oould  uiUy  be  obtained  to  tlje  extent  of  ninety  per  cent,  of  tbe  taoe 
vuluo  of  these  bonds,  this  regulation  of  the  Secretary  operated  to  r&- 
duee  circulation  of  the  bonks  during  the  year  1888.     During  the  foar 
motitliB  BuueeediiiK  Ot^tober,  1887,  over  ei{u:ht  millions  of  dollars  in  bonds 
were  transferred  from  the  account  of  security  for  circulation  to  tbe 
aeeuuiit  of  M-curity  for  public  niouey!^.     These  depoeits  were  incroa*cd 
duriiiu  four  uioutba  only,  and  after  January,  1888,  no  new  depoflitorie* 
were  denignated.     The  money  was  not  taken  ont  of  the  Troasory  and 
paid  into  the  banks,  but  consisted  of  internal  revenue  collections  that  1 
were  deposited  with  the  banks  as  made  by  the  collectors.     For  this ' 
reason  mtiny  bankij,  of ter  dapoaitiog  a juillion  in  bonda,  found  that  they 
lin«l  tn  wait  a  (xtnslderablo  time  before  the  full  amount  of  public  moneys 
to  which  they  were  entitled  was  received. 

Pouch  ASK  op  Bonds  with  Scrplus  RBVEirtrx. 

Another  uifluence  that  caused  a  utill  greater  withdrawal  of 
deponit^'d  a.s  Kccurily  for  circulation  was  the  purchase  of  four  and  four 
and  u  liiilf  per  cents,  by  the  Treasury.  Tlie  threes  having  all  been 
calleti,  »ui<l  the  surplus  of  rtnenues  still  increasing,  on  April  17  a  eireo- 
lar  was  issued  inviting  proposals  for  the  sale  of  bonds  to  tbe  Qovera- 
ment.  During  the  seven  months  ending  with  October,  1888,  four  per 
cent,  bonds  amounting  to  f50,402,65Q,  and  four  and  a  half  per  cent. 
bonds  aiuouuting  to  ^3,342,600,  were  purchiised  at  various  rates  of 
premium.  During  tlic  Kniti«»  p«Tiod  there  were  withdrawn  by  the  bonks 
from  their  dep<'  ulution  $22,1^,872  m  bonds.     The 

pressure  to  withd:... .■.._-  ...^  great  that  th«  limit  of  lawlal  money" 

porniitted  to  be  deposited  to  retire  circulation  In  any  one  month,  viz., 
$S,0(X),n(iO,  was  reachtid  for  three  months  in  sucoe«aion.  The  premitim 
paid  for  four  per  cents,  varied  from  123  to  130,  and  for  foar  and  a  halfs 
from  lOe  to  109. 

Natiosax  Raxk  FAJ1.ITBKS  IK  1888. 

Kigbt  National  banks  were  placed  in  the  hands  of  ReeelTers  darinif 
th»  yeftr  lt«!iU.  The  MclropuliUn  National  Bank,  of  Chicago,  wiui  tbs 
largwst  of  the  failunw.  The  net  docnwse  of  circulation  of  the  National 
banks  during  the  year  was  f  16, 848.738.  Tbe  number  of  new  National 
banks  organized  during  the  jtmu*  was  182. 

EOWAKO  8.    LaCRT  APPOnfTRO   COMPTBOLUKR. 

In  1889  Mr.  Trenholni  retired  fmm  the  Comptrollmhip,  and 
aoeeeeded  by  the  Hon.  R.  8.  Laooy.     In  }ii»  report  for  1889  hm  et 
that  til  banks  had  born  organized  during  tluit  year,  with  an  agKKgate 
capital  of  tSl.^MO.iHXi.     lie  further  sayit: 


••Tt 
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008  proportionately  in  th«  States  and  Territories  toward  which  immigration  Is 
chiefly  tending,  without  reference  to  other  conditions  which  have  heretofore 
eratx:<i  uiifarorabiy  to  thesrrowth  of  the  Hyatem.  Texas,  with  thirty-six  banks, 
kl»  all  Ibii  othcra  in  reepeijt  lo  the  number  orffanizitd,  but  if  relative  population  is 
enxL,  \a  exceeded  by  the  State  of  Wa-^hinKton,  with  ihirtoen  bantcii.  The  In- 
>Of  sixteen  banks  in  Pennsylvania  loakes  a  total  of  328,  the  largest  nimiber  in 
aiqr State.  Massachusetts  leads  in  the  amciuiit  of  capital  stock  aud  New  York  in  de- 
IMidts  and  volnme  of  buKineas.  If  population  ixj  considered  the  Stale  of  Masuiacliu- 
«e(U has  the  larirpst  amount  of  capital  per  capita  invested  in  National  bankn,  closely 
foUowtd  by  the  new  State  of  Montana,  k  consideration  of  the  facts  connect<;d  with 
liM  ti03ine.'<<<  of  the  yttireeema  to  verify  the  statement  that  the  s)-stem  e.^tablt-ihed  by 
rrnal  Bonk  Act  is  not  only  adaptwl  to  the  changed  conditions  developed  by 
>  of  a  quarter  of  a  centurj-,  imt  it  ifi  also  suited  to  the  wants  of  widely  sepa- 
xe»,  living  under  variwl  social  condlllonit  and  transacting  bujtinexs  iu  ac- 
I  witii  customs  Bg  dissimilar  as  ciiniatic  and  race  diffcroncea  can  produce 
Lis  cootineot." 

BA;rK8  IS  Suburbs  Ab.sorbbd  in  Rrsrkvb  Citibs. 

Another  interesting  subject  to  which  Comptroller  Lacey  caJled  the 
Dtion  of  Coii)jrr088  ymMi  that  of  saburbun  banks  contignous  to  reserve 
He  said  : 

•rowthot  our  larspe  cities  is  caturinn  them  to  absorb  outljing  sniv 
.118  towns.     In  those  latter  are  frequently  located  National  bunks 
'.uil.  organized  for  the  ac-<»Tnmodation  of  local  tradesmen  and  not  at  all 
tie  bauineas  of  bank;)  in  retierve  or  central  reserve  cltlea.    In  cases  where 
uaexauuii  brings  these  smaller  banks  within  the  limits  of  reserve  cities,  perplexing 
p^matioas  ari(<e  as  to  title,  capital  and  reserve.     For  example,  during  tlie  present 
[jfir  tiu!  towns  of  Ijdce  and  Hyde  Park  were  annexed  to  the  city  of  (Thicafco.    Lo- 
l  alflfl  In  Jhis  territory  were  Hve  National  banks  ;  the  National  Live  Stock  Bank,  cap- 
ll4l  #T50.0lX< ;  the  I>rovers'   National   Bant,   capital  $250,000;  the  First  National 
R!Uik.of  Enttlewood,  capiUl  (100,000  ;  the  Calumet  National  Bank,  capital  $50,000, 
wd  the  Oakland  National  Bank,  rapltal  $50,000.    There  are  now  located  within  the 
<ttr  of  Qilcago  two  associations  with  the  title  '  Flrai  National  Bank.' " 

Thr««  of  the  associations  referred  to  possessed  a  capitaJ  of  less  than 

I^O(K),  iilthou^h  the  law  requires  associations  organized  in  cities  with 

r5(l,<XKi  population  to  have  at  least  that  capital     The  same  difflcul- 

ties  arose  as  to  the  reserves  to  be  kept,  and  as  to  whether  such  subur- 

tiaa  banks  become  city  banks  by  the  growlli  of  the  city,  and  c<ui  act 

I  •*  merre  axeDts,     The  Cotuptroller  did  not  award  to  these  banks  any 

iu)ilU:       '    ,   .vera  on  acooant  of  their  having  accidentally  been  taken 

The  orgfuiizatioii  of  banks  in  tlie  Indian  Territory  raised  a  question, 
onii  tlie  Attorney-General  decided  that  National  banks  could  not  be 
orxuuized  there,  because  the  treaties  with  the  Indian  Nations  invested 
them  with  cielf-govemment  to  an  extent  that  rendered  the  National 
btuikitig  laws  inoperative.* 

•This  dedsioD  is  not  applicable  at  piment,  as  there  ure  now  fifteen  National  InuikB 
la  the  iDdlan  Territory. 
IS 
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The  net  decrease  of  National  bank  circalatioD  daring  the  year  end- 
ing November  1,  1889,  was  |22, 159,043. 

The  Coutptroller  reoommended  the  following  amendmenta  to  the 
law:  (1)  The  minimum  depoxit  of  bonds  to  secure  circulation  should 
be  fixed  at  ten  per  cent,  of  the  capital  stock  in  respect  to  all  haviiig  « 
capital  of  $300,000  or  less,  and  for  all  banks  having  a  greater  capital  a 
minimam  deposit  of  ^0,000  in  bonds  should  be  required.  (2)  Circula- 
tion should  be  issued  to  the  par  value  of  the  bonds  deposited.  (3)  The 
Mmi-annnal  duty  on  circulation  should  be  so  reduced  as  to  equal 
one-fourth  of  one  per  cent.  |K>r  annum.  In  his  report  for  1S89  the 
Comptroller  refers  to  these  recommendations  of  the  previous  year. 
They  were  made  before  the  assembling  of  the  Congress  then  in  m»- 
iion,  and  prior  to  the  passage  of  the  silver-purchase  act  of  July  14, 
1890.  The  passage  of  this  bill  authorizing  the  issue  of  notes  ^M^^H 
on  silver  bullion  was  generally  accepted  aa  indicating  the  adoptiov^H 
a  new  and  permanent  p4jlicy  on  the  part  of  the  general  Government, 
and  oj»  tantamount  to  a  declaration  tliat  the  National  banks  are  not  to 
b«  made  urns  of  in  thu  iuunedinte  future  to  supply  the  additional  cir- 
cnlniion  rmjuired.  This  opinion  was  strengtbened  by  coitsidemtiuu  of 
the  fact  that  biiU  fonnulatc^d  with  great  care  and  c«arly  hitroduced  in 
CungreMi,  pnividiiif^  fur  un  increased  and  permanent  issue  of  biuik 
notes,  had  not  been  w-'riuuxly  considered  in  the  Congreasional  cumuiit- 
t«es  having  Jurisdiction  of  the  subject  matter. 

MAJtKKii  Dkcuk^r  in  National  Bakk  Cikculatiok. 

Dnring  the  Ave  yean  ending  October  31,  1890,  the  a^sgnffaXit 
l&tlon  of  the  National  banks  was  reduced  from  f278,S044l89  to 
9S8,736,  a  set  decrease  of  $151,346,453,  while  the  inoraow  In  thenaui 
ber  of  National  banks  for  the  same  period  was  138.  No  new  bank 
kigislation  was  enacted  during  the  year  1889-1890.  During  the  two 
year*  ending  November,  1890,  there  were  eleven  failures  of  National 
banks.  The  year  1891  was  remarkable  for  the  number  of  National 
buika  wliiob  became  insolvent,  twenty-five  being  placed  in  the  handa 
of  RvociTers.  Of  these  the  failures  of  thirteen  banks  in  Kansas  and 
N<4>nuka  were  dae  to  bad  crops  in  those  Statea.  Tlie  Comptmllnr  said 

"The  fkOans  far  the  iwnaiit  year  bare  been  BamercMu.  many  bavlim 
ctofTtciised  by  gnm  mlsmanagBiBent  and  some  by  erlinlnaUt}-  of  »u 
tdtaracUr,  yet  ikMhItiK  \\<ut  N«a  deretoptsd  wliich  Inillr^tM  ttmt  iXm  mnflilr-iMw  tal 
Nsilotutl  baaica  OO  Ibe  part  of  the  iretMVal  imbUc,  which  U  thi*  trron  <h  <>t  un  '  xjktI- 
Mew  of  twitity-ntne  yearn,  la  111  founil«J.    It  Is  1<11«  to  irapiMMr  ■  >no-l 

ally  from  (allimcaiibaseoiUTil  by  iho  np<'ratt(iD  of  any  lawwii 
te  afaMluta  and  oompleto  Ouvcmment  iciiiir»ntr.    Thai  taXiarm  wtU  b*  far 
■aiaawHia  dortnc  aaoM  yeara  than  durlnK  otbcn  Ib  to  be  expeoted.    This  la 
cTcry  Turii-ty  of  biiatnaai  aotJrliy .    Tb«  baaki)  of  tborooniry  an  tha  i 
Utrooah  which  iht>  cuaunerdal  ami  b>uiinr>Ma  ac-ilvtttm  of  the  iwopla  ara  <. 
and  uf  nrcmity  the  In— oa  whiob  attend  tboae  upenUlooa  are  raflaolad  la  Ukc  pr 
and  luwt  acooont  of  Ib^  ac«ici<«." 
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Thk  Pasic  of  1890. 

Tbere  was  great  monetary  stringency  during  the  year  ;  up  to  mid- 
iiue-r  it  had  been  a  year  of  more  than  average  businesti  activity.     It 
ra»  apparent  iu  tlio early  spring  to  the  observant  tliat  unfavorable  eon- 
titituw  esii«te<l,  the  evil  effects  of  which  might  bo  expected  in  tlie  near 
Jtare,     Atrrii-nUnral  interests  were  in  an  uusatLsfaiftory  condition,  nnd 
|>v«rtrading  and  unhealthful  expansion  were  apparent.     During  tlie  yejir 
^L»>  building  of  railroads  had  been  prosecuted  with  unusual  ^^gor,  niak- 
jlig  neveissary  the  placing  of  large  lines  of  eecurities.     Immen.se  sums 
!<fore  available  as  loanable  capital  ia  New  England  and  tlie  Middle 
Jtat^is.  had  taken  a  fljied  form  by  reason  of  investments  in  the  Missis- 
ippi  Valley  and  the  PaciHo  Coast,  in  city  and  suburban  property,  in 
duvs  represented  by  form  mortgages,  and  in  the  stocks  and  bonds  of 
Bununibereti  corporations  organized  for  the  purpose  of  conducting 
lurioafi  kinds  of  manufacturing  operations,  and  supplying  water,  light 
ad  rapid  transit  to  the  inhabitants  of  many  rapidly  growing  cities  and 
illages.     Not  only  did  these  enterprises  attract  capital  from  the  Atlan- 
iSo  States,  but  English  investors  brought  to  this  country  vast  sums  for 
he  purpotue  of  gronpingt^getherandrecapitalizmgcorporationsengaged 
111  nianufa/itnring,  industrial  and  commercial  pursuit.^.     This  uneiara- 
iled  movement  of  capital  toward  the  West  not  only  divested  the  Atlan-* 
Lie  Stat«8  ia  a  large  degree  of  the  loanable  funds  available  for  the  relief 
bf  those  engaged  there  in  maoufaoturing  and  other  lines  of  business, 
but  it  al-so  unduly  stimulated  speculative  operations  in  real  estate  ui 
Jif  West,  laying  tlie  groundwork  for  a  future  collapse  in  prices  when 
the  itupply  of  money  should  be  cutoff.     The  varions  banking  institu- 
lions  located  in  the  region  of  the  country  affected  by  the  speculative 
•pirit  became  necessarily  more  or  less  involved  iu  the  operations  of  their 
il  customers.     They  foaud_  themselves  early  in  the  summer  of  1890 
rrying  large  lines  of  loans  repre«enting  investments  in  various  forms 
[of  corporate  enterprises  in  untried  fields,  and  dependent  for  success 
iopou  the  growth  of  towns  and  cities  not  yet  realized.     Tlie  banking 
iduMuessof  the  country  was,  therefore,  in  an  unduly  extended  condi- 
tion uu  the  approa^'h  of  midsummer,  and  the  banks  in  many  ca^es  were 
d<>pendent  upon    rediscounts  with  their  correspondents  to  carry  the 
beavy  loans  with  which  they  were  burdened.     While  in  tiiis  oondi- 
transfer  of  funds  to  tliia  country  from  England  and  the  Conti- 
.ime  reduced  and  finally  ceased.     Not  only  was  the  supply  of 
irvf-h  funds  from  this  source  cut  off,  but  it  was  discovered  that  during 
rtlie  late  spring  and  early  summer  months,  as  well  as  later  on,  vast 
amoonts  of  American  securities  held  abroad  were  forced  upon  the  New 
[^Tork  market  by  European  holders  for  the  purpose  of  preparing  for  a 
roUapse  expected  to  result  from  similar  conditions  of  undue  expansion 
ji>ting  abrrjad.     The  continental  (countries  liad  already  passed  through 
period  of  liqnidatiou  and  loss  consequent  upon  the  failure  of  the 
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Panama  Canal  Company  and  the  French  Copper  STndicate.  England, 
by  reason  of  onosually  large  investments  in  all  parts  of  the  world,  oikd 
specially  in  the  Arj^entine  Republic,  was  surely  approaching  an  exoep. 
tionally  severe  monetary  stringency.  As  an  evidence  of  this  and  the 
conseqacnt  disposition  to  increase  the  stock  of  gold  there  held,  in  order 
to  strengthen  their  ca«h  resources,  during  the  mouths  of  June,  July  and 
August,  1890,  the  net  exportation  of  gold  coin  and  bullion  from  the 
United  States  exceeded  fl4,0(X),000,  and  for  the  period  extending  from 
January  1,  1890,  to  August  31,  1891,  the  net  exportations  of  gold 
amounted  to  175,405,013.  While  these  causes  were  operating  to  pre- 
vent the  necessary  relief  from  reaching  us  from  Europe,  the  demands 
upon  the  banks  in  New  York  and  other  large  reserve  cities  rapidly  in- 
oreooed,  producing  a  reduction  in  the  amount  of  deposits,  and  an  in- 
crease in  the  amount  loaned  to  and  redisconnt^d  for  the  interior  banks. 
The  gross  deposits  of  forty-six  National  banks  in  the  city  of  New  York  | 
show  a  fallhig  off  of  $44,831,356  between  February  28  and  May  17, 
1890  ;  tl3,519,527  of  this  representing  a  reduction  in  the  balanoee  due 
to  interior  banks  and  those  located  in  other  resen'e  cities,  while  the 
reduction  in  loans  and  discounts  was  less  than  $10,000,000.  Tlie  New 
York  barik.4  were,  however,  enabled  to  so  strengthen  their  p>oeition 
dnring  the  months  of  June  and  July,  that  marked  stringency  was  de~ 
layed  until  August.  It  cuhuinat«d  about  the  middle  of  November, 
when  the  failure  of  a  leading  finu  of  brokers,  the  embarrasament 
of  one  large  State  bank  and  the  failure  of  another,  ooottrred  in  New 
York 

Thb  Barinq  Failurb  in  Lohdos. 

These  events  were  simultaneous  with  the  announcement  of  the  an 
barrassment  of  the  Baring  Brothers,  of  London,  and  the  fact  tb«t 
Hyndicate  had  been  formed  headed  by  the  Bank  of  £nglai)d  tfaroo^ 
who*te  agency  the  liabilities  of  the  Barings  were  gnanuiteed  to  th»  «s* 
f«>nt  of  about  $75,000,(KK).  The  unsaJisfactory  condition  of  mnn»- 
ta»y  affairs  i?»  England,  and  the  desire  to  he  prepared  for  the  efftvt.  of 
tho  announcement  of  the  failure  of  Baring  Brothers,  uiduccdthe  Bank 
of  England  to  b(>m>w  £3,000.000  in  gold  from  the  Bank  of  Ptmkw  In 
addition  in  £1,500,000  n-ceived  from  Russia  upon  the  aaJe  of  TnoaMir^ 
bonds.  Among  tlie  unfavorable  couditions  existing  in  the  Dnitod 
Btates  hi  tiddition  to  the  undue  oxiNuioion  and  rt'Hultiug  Ai>erulative  In- 
Testmeuts  which  have  already  l>eeu  noted,  was  the  great  ly  rfducLii  y lekl 
ui  1890  of  wheat,  oats  and  eom,  and  the  gn^tly  reduced  prines  which 
prevailed  for  these  cereals.  The  importation  of  foreign  commodlUu*  in  | 
18SK)  also  exceeded  in  value  that  of  any  previous  year,  due  no  doolK  ti>j 
the  new  tariff  act  which  took  effect  on  October  0.  To  relieve  this  i 
monetary  stringency  the  Secretary  of  the  Treaswy  Ineraasod  hk 
chases  ol  United  Btatas  bonds  so  as  to  almost  entirely  ethaqst  the 
available  sorplns  in  tlie  Treamxry.     Durimi  the  tbrse  and 
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taatba  froni  Jaly  19,  to  November  1,  1890,  over  999,000,000  was  dis- 
for  United  States  bonds  and  the  interest  thereon.  Althongh 
!    '  tTonJetl  by  the  disbnntement  of  these  large  Huuia,  the 

11;  -       ■}•  was  caufied  to  n  greater  degree  by  want  of  confl- 

ieiictj  uid  a  curt«.ilojent  of  Credits  than  by  lack  of  circulating  me- 
liuE 

Action  of  Banks  is  New  York,  Boston  and  Philadklpbia. 

During  this  period  of  stringency  the  banks  in  the  cities  of  New  York, 
■hla  and  Boston  were  flabjected  to  the  most  pressing  demands, 
■~-  a  very  careful  consideration  it  was  decided  by  the  associated 
I  banks  in  those  cities  that  the  exigency  required  the  resort  to  the  issue 
clAaring-house  loan  certiQcates  to  settle  cleaiing-hoase  balances. 
lie    meeting    of  the  clearing-house    association  in  New  York  city 
apC«d  a  resolution  on  November  11,  1890,  similar  to  that  adopted  in 
given  on  a  preceding  page  of  this  chapter.    Tbey  also  passed  in 
>n,  in  order  to  provide  for  the  retirement  of  the  loan  certificates 
the  collaterals  pledged  should  prove  insufficient,  the  following 
oliition,  by  which  all  the  banks  virtually  entered  into  a  pool  to  sus- 
ita  each  other : 

•■ffrWwtl,  That  any  loes  resalting  from  the  Issue  of  loan  certiflcauw  shall  be 
'tie  banks  comprising  the  cleuring-houflo  ossocLiitton  pro  rata  of  capital 
i^  and  this  n»olution  sliatl  be  ratified  by  the  directors  of  tbe  respM-tive 

nnikji  incinbera  of  the  association,  and  a  certified  copy  of  snch  consent  delivered 

<  ttie  chatrman  of  tbe  loan  committee.'" 

The  amount  of  loan  e«rtiflcate8  issued  by  the  loan  committee  of  the 

.  Clearing-House  Association  was  $16,645,000.     The  first  issue 

llfovember  18,  1890,  and  the  entire  issue  was  retired  February 

1891.     The  largest  amount  outstanding  at  any  one  time  was  (15,205,- 

|«K»,  on  December  13,  1890. 

Tbe  Boston  Clearing-House  Association  passed  a  resolution  appoint- 

l,a  loan  committee  on  November  17,  1890.     It  was  suiiilar  to  that 

by  the  New  York  Clearing-House,  except  that  interest  on  the 

Iflcates  was  fixed  at  7.3  per  cent,  per  anntim,  instead  of  six  as  in  the 

|Nc«w  York  resolution.     The  resolution  of  ratiflcatiou  passed  m  Boston 

differed  from  that  in  New  York  in  having  the  loss,  if  luiy,  borne  by  the 

mtks  pro  rata  to  the  amounts  sent  to  the  clearing-house  during  the 

jetu  instead  of  pro  rata  to  capital  and  surplus. 

When  a  bank  applied  for  and  received  loan  certificates  it  was  re- 
l)uired  to  deposit  the  neces.s4iry  securities  and  also  to  execute  and  de- 
Hrer  an  obligation  in  the  following  form : 


•The- 


Bank  has  this  day  received  of  - 


Loan  Committee  of  the 


aion  (.'1««ring-Honse  jLeeoclattou  loan  oertiiicates  tssaed  by  said  cominlctce  in 
niaac«  of  e  vote  of  said  assorfation  passed  November  17,  1801^,  to  the  amount 
UioiLAund  dollars,  and  hn!<  deposited  with  said  cotmnittee  the  secaritie«,  a 
nt  mhr.mif  i«  lirn-to  fttim-xed.  and  Faid Bank  receives  said  loan 
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MTtiAcatee  on  the  terms  act  forth  ia  said  vote,  and  agrees  to  pay  Ihn  anioant  of  \ 
certlAcatea  with  interest  thereon  as  provided  in  said  vote." 

In  Boston  loan  certiflcate«  were  first  issued  on  November  19,  aud 
tbe  last  on  December  6,  1890.  On  the  latter  date  the  Issue  reached  its 
maximum  of  f5,0G5,000.  The  last  of  the  issue  was  retired  on  January 
6,  1^91.  The  Philadelphia  Clearinjf-House  took  action  on  November 
18,  1800,  adopting  the  following  resolution: 

"  Jtmiiwd,  In  BcuordBiico  with  the  rt?aolution  of  September  34, 1873,  a»  aiueuiitnl 
Octobrr  IS,  IsrJ,  the  cli'urlntf-lioiise  wlU  issue  loan  certiUcates  to  banlts  applying  and 
mwive  tljem  tii  pa)Tnfnt  of  balanoe«." 

The  general  standing  resolution  of  September  24  and  October  IS. 
1B73,  under  which  this  action  wa«  taken,  Is  as  follows: 

"  For  the  porpose  of  enabliug  the  banks  members  of  the  Philadelphia  i'leiirUij;- 
HooflO  AMOolation  to  afford  proper  agatstanoe  to  the  ni«rcautilo  and  inituula(.-turlu|{ 
oonunonlly  aud  also  to  facilitate  the  Inter-bank  scitlvmeDta  K>.-mlting  from  UiedaUjr 
exohancrea,  we,  the  uudenigned,  do  bind  ourselves  by  tbe  following  agreeiMOt  OB  ttm 
|Mirt  of  our  n»|>cTtive  bonlu),  >i£.: 

First  — Thtit  tbe  cluarUig-bouiie  committee  be,  and  they  are  beroby,  autborlMd  W 
iBMii*  to  iiuy  iMirilc  member  of  the  aasiofiatioti  loan  certificates  bearing  bLx  per  vent,  tu- 
torvot  on  the  di-|ioslt  of  bills  receivable  and  other  swjuritiea  to  ettch  an  amount  and  lo 
viii'h  in-r('oiiU«ii(<;  thereof  as  may  in  their  judjfment  be  iulvisable.  TbiaecertlOcatM 
may  be  used  lo  tbeBettlcm(,-nt  of  balanccaatibocleariog-hou^e,  and  tbey  ahall  be  re- 
ceived by  cnxlitor  banks  In  tbe  same  proport  ion  as  they  bear  to  the  aggregateaBMOit 
of  the  debtor  balances  paid  at  the  cleartng-houM\  The  Interest  that  may acvroo  opoa 
these  oertlflcatM  diall  be  apportioned  monthly  among  the  banks  which  shall  hare 
belli  them  during  that  time. 

Second. — The  accoritles  deposited  with  tbe  said  conunlllce  shall  be  held  by  them 
In  truirt  aa  a  special  deposit  pledged  for  tbe  redemption  of  the  certificates  iMDcd 
tbercnpon,  the  same  being  accepted  by  the  committee  as  collateral  socurtty,  with  the 
eipti—  condition  that  oeitber  the  clearing-hoose  aaaoclation,  tbe  clearinc-bousecom* 
mttteo  bor  any  tnembff  thereof.shoU  berespoosibleforaaylaHOn  nid ooUaicnls 
■rising  from  falloro  to  make  demand  and  protest,  or  from  other  ne^Eiect  or  omiwlnn, 
oUmt  than  the  refnsal  to  take  some  rcaaonabic  step  which  the  said  deprndttng  book 
maj  have  prrviousiy  rc<]ulrv<l  in  writing. 

Thtnl. — (>n  thu  surrender  of  such  certUlcatcii  or  any  of  them  by  the  drpoatUng 
hank  the  (.'ommltt'X!  will  endorse  tbe  amount  na  ii  payment  ou  the  oblli;)ttlon  of  saM 
bonk  held  by  them,  and  will  nurrerider  a  proiK>rtlouato  aniount  of  Becurltles  except 
In  coae  ot  dcfaoll  of  the  bonk  la  any  of  Its  tmnsacl'cns  through  tbe  clesrtng-boaac ; 
In  which  ca«c  the  stNTurltlna  will  be  applied  by  the  oommiuee,  first,  to  tbe  paymsM  of 
oniatant'luK  ceniileateH  with  intt'rent :  nest,  to  the  Uquldation  of  any  indebtediMM nf 
(uch  bank  lo  the  other  bonlts  nu-uilx-rs  o(  the  cictulDir-bouiie  association. 

fourth.— The  conimiUoc  shall  Ix'  nuthoriroil  to  cxrhongc  cay  potilon  of  «iu<  h  tr- 
(■uniicH  for  oihcrw,  approved  liy  thriii.  and  hIuiU  have  powor  to  divnond  aibliiiuiuil 
■erurtly  al  ttieirown  dt»'n-tton. 

nflh.— That  ttu<  <  iiunnK-liouM^  commtirAw  be  anUtoriMd  lo  carry  Into  fail  •4«>'t 
thto  ■mWMni.  vrtib  KiR'h  nilee  uikI  reKtihirii>u8  fur  the  prMtiod  working  Uiarvor  ■• 
tiMf  WKf  Ammx.  ncoasat}- ;  and  any  loss  caused  by  the  DOiHiayuieut  of  loan  ea<tt- 
dtm  iten  baMMMHl  b^  this  oommttti>e  upon  all  the  banks  la  the  ratio  of  capMaL 

ttgttL — ^TH»  r«nfiuu*f4  liniimd  In  uirrvliiL-  ciiil   IIiIn  uirewmcnt  ahoU  I] 
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t'>  tcmliMte  thl«  agreement  upon  giving  thirty  day's'  noiiue  thereof  at  ouy  stated 
MwMlBg  of  the  deuing-boose  wwoclfttion. 

The  eleoring-hoase  committee  having  been  by  the  preoedmg  agree- 
ment authorized  to  issue  luan  certiflcates,  reeolved  on  November  5, 
ilSIO,  to  exercise  tliis  power;  whereupon  the  bauku  desiring  to  tal^eout 
Ijuaii  certiflcates  were  requiro<i  to  furuisli  reiiclutions  of  their  directors 
lempowering  the  hypothecation  of  securities,  under  which  the  issue  of 
3cAt€3,  signed  by  not  loss  than  three  members  of  the  commit- 
ioommeneed  on  November  19,  1890,  and  ceased  on  May  22, 
lie  total  issue  being  $9,€5.'>,000.  The  maximum  amount  oat- 
fstauding  was  on  January  9, 1^91,  viz.,  $8,870,000.  Tlie  certiflcates  were 
all  retired  during  1891,  except  8170,000  issued  to  the  Keystone  and 
,  Spring  Garden  National  banks,  which  failed  in  May,  1891. 

Bonds  Porchaskd  by  thb  Govkrnmbnt. 

The  history  of  the  bond  ptircbasf  a  from  the  date  of  the  circular  of 

April  17,  1888,  shows  that  up  to  October  31,  1890,  a  total  of  (^330,872,- 

150  bad  bfcn  purchased,  of  which  sum  8164,307,400  were  four  per  cents 

and  $lL66.5C4,750  fourand  ahalf  per  cents.     During  the  year  ending 

October  SI,  1891,  the  purchase  of  four  per  cents  was  discontinued  ;  in 

the  luouth  of  January,  98,645,850  having  been  added  to  previous  pur- 

obaseii,  niakiixg  a  total  of  four  per  cents  of  9172,953,250.     On  October 

9, 1890,  the  Treasury  Issued  a  circular  offering  to  redeem  four  and  a 

half  per  cents  in  advance,  interest  being  added  to  the  face  of  the  bond 

Dp  to  and  including  August  31,  1801.     Similar  circulars  were  issued 

ll>ecember  6,  1890,  June  2,  July  2,  August  24,  September  2  and  Septem- 

Iber  16,  1891.     The  total  redemptions  of  four  and  a  half  per  cent,  bonds 

lender  these  circulars  were  $33,960,150,  which  added  to  those  previously 

purehaiied  of  this  class  of  bonds,  makes  the  total  purchased  and  re- 

,  deewe<l  9200.  ."iSO,  900.     The  total  purchase  and  redemption  of  both  fours 

|*Dd  four  and  a  halfs  amounted  to  ^73,484,150  from  April,  1S88.     The 

circular  of  July  2, 1891,  provided  that  fourand  a  halfs  called  for  redetup- 

lion  might  be  continued  at  two  per  cent.     The  amount  of  bonds  so 

jutinued  was  ^5,364,500.     The  National  banks,  when  the  great  re- 

fimdiug  operations  began  in  1881,  lasting  ten  years,  until  September, 

"1K91,  had  bond.'*  deposited  to  secure  eireulation  junounting  to  ^'}IJ0,488,  ■ 

•lOO.     During  the  ten  years  from  July,  1881,  to  July,  1891,  new  banks 

ileposit«jd  alx)nt  forty-two  millions  of  dollars  in  bonds.     On  October 

31,  1S91,  the  National  banks  had  bonds  to  the  amount  of  9152,750,950; 

iledacting  the  bonds  deposited  during  the  ten  years  leaves  91 11.016,550. 

Tlierefortt.  to  the  banks  in  existence  in  1881,  the  refunding  operations 

c.-jiisi?<i  the  reduction  of  their  bond  holdings  in  the  sum  of  9249,471.850, 

il  a  correspondiiiK  reduction  of  their  circulation.     That  the  system 

ilil  have  survived  so  great  a  reduction  of  tlie  basis  upon  which  it 

ipjHined  to  rest,  indicates  that  other  merits  than  that  of  issuing 

Eld  circulation  were  the  cause  of  its  Kur\'ival. 
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Decline  In  NnUonal  bank  clrcalation  —  BUver-purvhue  acte  of  18<^  and  ISOO  —  Paok; 
of  1(983—  Bonk  failures  —  Cktarlng-house  loan  oertiflcaws  —  Deoliiw  in  banklnit 
proflu  —  Conaolidatiun  of  banks  —  Stat«  and  National  banks  in  New  Totk  — 
PreaidenUa]  campaign  of  1896  —  CondlUoa  of  the  National  banks  la  I8Sa  and 
18M  compared  —  Gold  holdinirs  of  the  banks — Increase  of  deposila  and  elea^ 
IngB  — Per  cent,  uf  dividends  paid  by  failed  banks — Use  of  ohaoks  and  credK 
iastmniKnta  —  Branch  banlca  r«X'<immend<'«l  —  Issue  of  noUs  by  the  Oormvmcnt 
and  the  banlu —  Ituvcnucs  received  from  the  National  banlu —  Conipttollef'*  t«- 
portfor  U98. 

8tLVX&-PT7BCHASB  AcTS  OV  1878  ASD  1890. 

The  diminution  of  the  circulation  of  National  banks,  wtU^A 
been  oommented  upon  in  previous  cliapters,  had,  no  doubt,  for  Its  i 
cause  the  high  preiuinm  at  which  Government  bonds,  the  only  basb 
upon  which  circulation  could  be  Insned,  were  quoted  in  the  mark«i. 
But  this  diminution  would  not  liave  been  so  rapid  if  it  had  not  bMn 
for  the  policy  of  the  United  States  in  regard  to  silver.  Soon  after  ths 
passage  of  the  Restunption  Act  of  1875,  the  agitation  began  for  th* 
restoration  of  the  coinage  of  the  standard  silver  dollar  of  412. S  grains, 
or  the  "dollar  of  the  daddies,"  as  it  was  affectionately  called  by  its 
•drooates.  The  Secretary  of  the  Treasury  was  directed  by  the  art  <rf 
Febraary  88,  187S,  to  purchase  and  ctthi  into  silver  dollars  silver  bnUioo 
not  less  in  market  value  than  two  milHoiiH  of  dollars  and  not  more  than 
$4,on(»,(XK)  worth  each  month.  I'ndfr  this  act,  up  to  July  14, 
when  the  uft  of  Febraary,  187H,  was  re[iealed,  silver  bullion  was 
rhaarrt  as  follows: 


TotAl  cost  of  illver  bullion  pun-haand  uiMtor  aot  of  vn.. 
Total  duUaiaooiasd 


BsUiil'usU'  iiissliiiii  Ttmnniii iiniit  fOM 

Till*  dollars  thaiDMlTW  did  not  ciroalat«  very  fr*ely  beoaoM  Utai 
of  1U7K  autltorixad  lint  deposit  of  the  aotual  ooins  In  tiM  Uoltad  I 
TVtamry  and  the  issue  of  sllvor  oertifloatea  of  dvpodt.  TImm 
cMiUleates  aooo  filled  the  gtp  catised  by  the  redootian  of  tha  Mi 
bank  cturreoqr*  end  to  a  certain  extent  crowded  the  latter  oat  of 
latlon. 

Tbe  aot  at  July  14,  1890.  which  eapaneded  tlie  aet  of  SVrimiarf  J 
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3,  authorized  the  issue  of  an  additional  kind  of  paper  money  termed 
Bury  notes,  to  be  used  in  the  purctiase  of  silver  bullion  at  its  mar- 
ft  price,  at  the  rate  of  4,500,000  ounces  per  month.     There  were  by 
November,  1892,  about  ^25,000,000  in  silver  certificates  and  $116,000,- 

I  of  these  new  Treasury  notes — a  total  of  nearly  ^50,000,000  of  new 
iper  currency — thrown  into  circulation  during  fourteen  years. 

It  seems  most  reasonable  that  but  for  this  flooding  the  channels 
itb  this  inuuense  mass  of  paper  money,  the  notes  of  the  National 
would  not  have  diminished  so  rapidly  as  they  did  notwitbstand- 
the  rapid  payment  of  the  national  debt.     In  December,  1878.  the 
outstanding  circulation  of  National  banks  in  active  operation 
1303.000,000,  while  in  December,  1892,  it  was  about  ^46,000,000 
»ly— a  falling  off  of  $157,000,000. 

II  the  Government  had  refrained  from  coining  or  purchasing  silver, 
id  from  issuing  silver  certificates  and  Treasury  notes,  It  is  safe  to  say 

it  tJie  National  banks  would  have  kept  up  their  circulation  to  a 

jtuch  higher  point,  even  if  they  had  not  increased  it.     The  premlams 

an  the  bonds  would  have  ruled  luuch  lower  and  allowed  a  reasonable 

roflt  upon  their  xxae  as  a  basis  for  bank  notes.     Even  if  the  banlcs 

,  not  have  furnished  an  adequate  circulation  based  upon  bonds, 

Ktion  might  have  modified  the  regulations  surrounding  National 

so  as  to  have  enabled  the  banks  to  furnish  all  the  paper 

ly  required  by  the  busineaa  of  the  country. 

The  year  1892  was  a  comparatively  uneventful  one,  though   it  was 

Be  of  general  prosperity.     Hon.  A.  B.  Hepburn  was  appointed  Comp- 

oUer  of  tile  Currency  in  the  place  of  Hon.  Edward  S.  Laoey,  who 

•igned  the  office  to  become  President  of  a  bank  in  Chicago. 

The  organization  of  new  National  banks  went  on   rapidly,   one 

and  sixty-three,  with  a  capital  of  $15,285,000,  commencing 

during  the  year.     Seventeen  National  bunks  failed  during  the 

)ear,  of  which  the  Maverick  National  Bank,  of  Boston,  was  the  most 

eminent  on  account  of  its  capital  and  the  amount  of  its  UabiUties. 

The  recommendations  made  by  the  Comptroller  for  modification  of 

'  laws  were  confined  to  matters  of  detail,  and  no  new  laws  or 

^laatdments  of  old  ones  were  passed  by  Congress. 

Pamc  of  1893. 

hi  the  early  part  of  1893  there  was  another  change  in  the  ofllce  of 
Ithe  Comptroller  of  the  Currency,  James  H.  Eckels  being  appointed  in 
|lhe  place  of  Hon.  A.  B.  Hepburn.  The  year  will  always  be  uufortu- 
ety  celebrated  for  one  of  the  worst  financial  crises  that  has  occurred 
I  th«  business  history  of  the  United  States.  The  United  States  Treas- 
tfttj  liad  become  almost  the  sole  source  of  the  iimiiense  volume  of  paper 
jenrreney  upon  which  the  business  of  the  country  wiis  done.  The  vol- 
[ouio  of  the  currency  had  become  so  great  that  the  year  commenced 
tJUi  graat  e^>actation«  of  a  business  larger  in  volume  and  more  profit- 
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able  than  ever  before.  lo  April,  however,  doubts  began  to  be  enter- 
taine<l  of  the  power  of  the  Goveniment  to  maintohi  the  gold  payuieat 
of  all  this  paper  money  when  presented  for  redemption,  and  Lick  of 
oonfldenoe  in  the  Tre&Mury  be^pui  to  spread  to  the  flnaneial  institutions 
of  the  country.  The  depositors  in  the  banks  became  doubtful  of  their 
power  to  pay  on  demand,  and  began  to  draw  out  their  deposits.  Nor 
did  they  use  the  money  so  drawn  out  in  the  usual  manner  by  loaning  it 
to  others.  The  banks  in  their  turn  were  unable  to  make  loans  to  their 
customers  who  required  money  to  carry  on  their  businefls.  The  entire 
financial  inetchinery  of  the  country  became  deranged,  and  businem 
almost  stopped.  The  Comptroller  of  the  Currency,  in  his  report  for 
1803,  gave  the  following  account  of  theeffect  of  this  condition  of  things 
upon  the  National  banks  : 

"An  analysts  of  the  suspenalonB  and  tallarea  which  occorred  shows  that  dtutn^ 
the  year  158  Nntioniil  banking  associations  wcre>  comprlleol  to  suspend  bnMncas,  tMlBg 
4.00  p(T  r«<nt .  nf  the  numbt-r  of  esistiutr  associations.  Their  capital  stcK'k  aggngi^ 
led  $90,350,000,  or  uppmximateljr  4.8  per  otml.  of  tli«?  puld-tn  capital  Jitoclc  of  all  th^ 
banks  in  tho  system.  Of  the  banks  which  soqwodvU  Hixty-Svc,  or  41.14  percent,  with 
■  total  cuplltil  Ki<M'l(  of  110,985,000,  were  Insolvent,  and  r»]Uin.>d  the  appoinlmtml  of 
BeoelTm  ;  rltrhty-slx,  or  M.4S  iwr  cent.,  itith  a  rapital  stock  agRn^ftatliig  $18.30(1,0(10, 
WR«  abhi  to  rMiime  I>nsincs8,  and  seven,  or  4.4^  per  cent.,  with  a  rnpital  stock  of 
$1,810,000,  w«!rv  pliuxKl  In  cbargc  uf  uuunlners  In  expectation  of  msiunpUon." 

The  table  on  the  opposite  page,  taken  from  the  report  of  the  Coinp- 
troller  of  the  Currency  for  1893,  shows  the  effects  of  the  crisis  of  that 
year  upon  the  National  banking  system. 

ISBtTB  OF  CLBARIKO-HOITSK  CRRTmCATRS. 

During  the  stress  of  the  crisis  tho  same  expedient  for  relieving  the 
IjM^aiitieB  of  the  money  market  resorted  to  during  previous  cjisea  was 
Kgilb  resorted  to  by  the  bonks  in  New  York,  Boston,  Philadelplm, 
BaMmoro  and  other  cities  in  which  elearing-houaea  were  «at«bliKlied. 
This  was  the  issue  of  clearing-liouae  loan  certificates,  the  form  and 
iuethn<l  of  issuing  which  have  been  described  in  a  pre%ioiu  clinptcr. 

Tho  following  figuna  tftkeo  from  the  report  of  the  ComptmUcr  of 
the  Currency  show  the  moreuieiit  attd  amount  of  the  issue  of  loan  cer- 
tifloates  in  1893  hi  the  dtlee  named: 
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^^^■ff               'nii\g    by  St'ttea  and  ffeof/raphical  ditmons  the  number                ^^^| 
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^H    The  Ssaae  of  loan  oertifleates  in  189,3  greatly  exceeded  that  of  previ-                 ^^H 
^^k*  jrears.     In  1873  and  1684  tbey  were  issaed  only  by  the  I^ew  York                  ^^H 

^Bl*iS,(KX.)  and  in  1884  824,915,000.                                                                                            ^^M 
^H     Altliout;b  tbe  banks  were  probibit«d  by  law  from  using  their  credit                  ^^^| 
^^Do  iwoft  ooteB,  other  uorporations  and  indixndnals  issued  large  quanti-                  ^^^| 
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ties  of  orden,  obecka  and  other  forma  of  credit  iiwtruments,  whicli 
greatly  relieved  the  demand  for  actual  currency. 

The  eifecttt  of  the  panic  upon  banks  and  Hnanclal  institotions  other 
than  Tiationnl  banlu  were  much  more  serious  than  upon  the  memberti 
of  the  National  banking  syKtem,  as  will  be  seen  from  the  following 
table,  compiled  by  the  Comptroller  of  the  Currency : 


JVum- 

ber  in 

txUt- 

•nce 

«9lMp0tl* 

tUtnt. 

lUmtmp- 
MomT 

rWMPMU 

Mckorgt 

bONll  f  JFaM- 

Uun. 

ffc. 

Per 

Ifo. 

SSL 

Wo. 

Ptr 

cmt. 

JTa. 

e«tf. 

JBittoDiil  tMnka 

•aw 

ua 

Big 

19 

m 

4M 
AM 

86 

M 

« 

a 

Ml 

ISfl 
<»> 

66 

\M 

T 

jg 

|lBfct4-UIIil    MtvillHS 

^^«ii  mill  truiit  at'*,.., 

rrtruto 

Tout, , 

IMW 

Bin 

m 

68 

T 

•Junul.  IWS. 

The  above  table  doee  not  show  the  foil  effects  of  the  1893  panic. 
A  careful  oonipilation  of  the  bonk  suspenBions  in  1893  shows  that  from 
January  I  to  Deceml>er  31  there  were  over  900  banks  of  all 
which  either  saspeitded  temporarily  or  failed  entirely. 

Slow  Rbcovkht  fkou  thb  Fiskscixh  Crisis. 

In  the  yt'ur  following  the  1893  panic  there  was  a  check  to  the 
Itanizatinn  of  new  Nnlional  liankK,  the  number  organized  to  October 81 
behig  only  fifty,  with  onpitnl  of  fS.285,00U.  This  was  the  smallest 
number  of  bankn  organized  ok  well  us  the  minimam  capital  la  any  year 
since  1879.  There  were  3,756  banks  in  operation  with  f678,671,36S  ao- 
thorized  capital,  represented  by  7, 955, 076  la'  shares,  giving  to  each  bank 
in  the  system  an  average  capital  of  $179,092,  with  2,117  shares  and  aev- 
rnly-six  dhareholders.  As  com[jar<Hl  with  the  previoos  year drealatioB 
showed  a  net  decrease  of  |1, 741, 563.  Tlie  charters  of  forty-one  Na- 
tional banks  wrre  extended  during  the  yeiur  ending  October  31.  18M. 
while  seventy  ninn  bonkN  with  an  aggregate  capital  of  $10,475,000,  bad 
pMMid  oat  of  the  Myittem  by  voluntary  rupiidation,  and  tweoty-oiMi, 
trith  a  capital  of  $2,770,000,  liad  been  pbused  in  the  bandii  of  Reoaiv- 
cm.  Ten  banks,  with  a  capital  of  $1,578,000,  which  were  prrviocMly  in 
the  hands  of  Ree^ren,  had  been  restored  to  lolreney.  Of  tba  dz 
banks  wboas  ohartan  «xiifa«d  by  Umitatloo,  Ave  ware  auoaeeded  by  mm 
awoelitiona  with  oapital  stock  aggn^atlug  $600,000. 

^Mogb  bank  failumi  oontioued  to  more  than  an  avtrage  rxtent  for 
WMoc  yean  soooeoding  the  erisb  of  1N83,  tht<  p(.*(>tilo  who  had  withdrawa 
deporftaftamtba  National  bank*  in  t lint  im  iihsimJ 

tlMlr  okliida.    SVoaft,7M.4M.t77on  D< 
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depositsnf  the  National  banks  declined  to  $1,451,124,330,  bat  b^  October 
2, 1894,  they  h*d  hicreased  to  $1,728,418,819,  or  only  aboat  |36,000,(.>0O 
lea  titan  the  high  figures  of  1802.  The  specie  held  on  December  9, 1892, 
I  $809,885,260.  and  $237.250, CM  on  Ootober  2.  1894. 


Dbcldtk  in  BASKiNCi  Profits — Co^tsolidatioss. 


^H^For  the  year  included  in  the  report  for  1894  the  Comptroller  stated 

^Hbat  the  net  earnings  were  only  5.6  per  cent.,  the  lowest  ever  recorded 

with  the  exception  of  1878  and  1879.     The  dividends  paid  were  five  per 

tnt.,  the  smallest  since  the  beginning  of  the  system.     Owing  to  the 

lation  in  busineas  oirclea  many  ban]£i>  had  either  liquidated  or  had 

iiioed  tlieir  capital,  and  the  propriety  of  consoUdating  a  number  of 

l\'ul  banking  ijistitutions  wjis  discussed  by  the  Comptroller— this  plan 

iring  already  been  adopted  in  s£»veral  cities.     In  the  subsequent  years 

le  tendency  toward  a  reduction  of  capital  in  proportion  to  the  depos- 

;  held  became  quite  marked,  and  the  consolidation  of  National  banks 

'  was  reported  in  many  of  the  large  cities  a»  well  as  in  the  smaller  places. 

As  a  result  of  this  latter  movement  some  banking  iu-stitiitious  have 

iddenly  leaped  into  a  foremost  position  in  respect  to  the  volume  of 

lieir  business. 

Daring  the  year  ending  October  31, 1894,  twenty-one  National  banks 

been  placed  in  the  hands  of  Receivers,  the  aggregate  capital  of 

hanks  being  $2,770,000,  and  their  total  liabilities  ^,409,356. 

Use  of  Crbdit  IirBTRUUENTS  in  Retail  Trade. 

An  invettigation  made  by  the  Comptroller  in  1894,  relating  to  the 
\  of  checks  and  other  credit  instruments  in  retail  trade,  showed  that 
to  total  transactions  of  about  $6,000,000  covered  by  the  returns,  68.9 
percent,  wxis  paid  in  checks  and  store  ordej^,  and  41.1  per  cent,  in 
money.  Tliia  deduction  was  made  from  the  funds  received  on  deposit 
by  National  banks  from  several  classes  of  retail  merchants.  It  has 
been  generally  estimated  that,  taking  transactions  of  all  kinds,  be- 
tween ninety  and  ninety-two  per  cent,  of  the  business  of  ttie  country  is 
^^^arried  on  by  means  of  checks  and  other  evidences  of  credit. 

[       n 


Bkskfits  op  the  National  Bankinq  Stbtbm. 


The  Comptroller  reported  in  1894  that  the  total  tax  paid  to  the  Gov- 
enmiHit  by  the  National  banks  amounted  to  $14.5,234,050.46,  and  the 
pioflts  iniiriiig  to  the  ftt)vemment  from  unredeemed  circulation  were 
•2,770,615.47,  or  a  total  revenue  of  $148,005,265.93  derived  from  the 
iNktional  banks.  Deductmg  the  expenses  of  the  Comptroller's 
[biuvaa,  amounting  to  $15,365.9(t3.75,  the  net  actual  profit  wliicb 
jtbo  Qovemment  has  derived  from  these  institutions  is  $132,- 
1639,302.18.  Besides  the  banks  had  cared  for  funds  of  the  Treas- 
[iry  aiuouiiting  to  $5,35C,C25,891  without  expense  or  loss  to  the 
the  (T.iv»n!Mii'nr    HTid  liv  thus  saving  transportation  charges  which 


soe 
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yroxiXd  have  been  incurred  by  the  aotoal  transfer  of  the  money  to  the 
different  Bul»-Treasnrles,  added  to  the  net  profits  detailed  above  a  ftum 
sufficient  to  bruiB  t!ie  total  up  to  more  than  |J16S,000,000,  as  the  direct 
benefit  of  the  National  banks  to  the  Treasury  of  the  United  State*. 
Tlie  Comptroller  also  cited  the  following  as  further  benefits  which  the 
banks  had  conferred  on  the  Government  and  people  : 

(1)  The   saving  in  heavy  discounts  on  the  bank  currency  prevalent 
before  the  establishment  of  the  National  banking  system. 

(2)  The  saving  in  ratesi  of  interest  ou  loans  and  diBOonnts. 

(3)  The  saving  in  the  making  of  exchange. 

(4)  The  savmg  to  customers  in  charges  for  making  collections. 
He  estimated  the  discount  on  the  ?2(H), 000,000  of  State  bank  not 

outstanding  at  the  outbreak  of  the  Civil  War.  at  from  one  to  five  \ttV' 
cent.,  while  the  National  bank  notes  are  of  uniform  value  in  ail  parts 
of  the  country. 

A  number  of  recommendations  in  regard  to  amendments  of  th« 
banking  and  currency  system  were  suggested  in  the  report  for  18W. 

Cohptbollkr'h  Rkpokt  fou  1895. 

On  October  31,  189."i,  there  were  3,715  National  banks  in  opemtioi^ 
having  an  authorized  capital  stock  of  $664,136,915,  represented  by  '. 
190  shareholders,  making  for  each  bank  in  the  system  an  average  caf 
tal  stix-k  of  ^7H,772,  tlie  number  of  shares  to  each2,130,  and  thenmu- 
Iht  of  shareholders  77.  The  total  circulation  outstanding  at  this  time 
was  1^1 3,^7,  t>.'$0.  There  were  organized  during  the  report  year  forty - 
three  bonks,  lo<'uted  in  twenty  different  States,  with  an  aggregat«  capi- 
tal Bto(<k  of  ^1,88<),0CM).  The  corporate  existence  of  seventy-one  banks, 
trith  H  capital  8t«>ck  of  ^10,CB2,000,  had  been  extended  during  the  yeiar. 
Four  banks,  with  a  capital  stock  of  $300,000,  had  left  the  Byst«m  on 
account  of  the  expiration  of  their  cliarters,  and  flfty-one  banks,  with  a 
CMpital  stof^k  of  ^,(H)3,l()(i,  had  gone  into  voluntary  liquidation.  R«- 
Ceivera  w«re  nj>poiiife<i  for  thirty-six  banks,  with  an  aggegato  mpital  of 
$5,SS5,0S0.  It  will  thus  l>e  seen  that,  counting  the  new  banks  and  tho<« 
going  out  of  butdneM,  there  wba  a  net  loss  of  forty-eight  iuthonumi: 
of  banks,  and  a  reduction  of  capittd  employed,  from  this  cause,  i 
ingtoie.738,120. 

Htatk  A3ri>  National  Baxkb  ix  thb  Statk  or  Nkw  Yohk. 

An  Inquiry  made  by  the  Comptroller  to  show  the  relations  i>xiflt 
between  the  rarious  8tat«  banking  institutions  and  the  National 
of  tJw  State  of  New  York,  i««ulted  in  bringing  out  the  following  Info 
mation.    Tha  vpaolal  call  mada  on  the  Nat  ional  banks  for  stat«m«nta  of 
balancw  with  Btata,  privata  and  Havings  bank-  <  •  and  trast  con* 

panic*,  ibow«d  ar«n^  dally  credits  of  the  :  :  u>ital  bnnte*  of 

N«wYorkdty  for  the  month  of  June  to  be  f«l,iiis«>,5ft9,  do  •• 

banklo^  in<r.[tiitiiiiiit    :iiid  un  iLtnuont  Mil  .Tnlv   II    1.S9S     nf  > 
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*h()«  t\v>  daily  beilancefl  dae  the  National  banks  averaged  for  Jane 

J,  anil  on  July  11  amounted  to  1^1,586,258.     The  total  for  the 

■nal  banks  in  the  State  averaged  daily  balances  for  tliese  banks 

hduriiig  June  $72,039,062;  amount  on  July  11,  |C6,029,740  ;  average 

[dttily  balances  due  from  State  institntions  for  June,  $2,563,&40,  and  on 

fiUyll.  §2,742.659. 

Included  in  the  special  call  wjka  a  request  for  data  concerning  the 
eipts  and  withdrawals  of  every  kind  in  which  these  banks  partici- 
For  the  fifty  National  bank*  of  New  York  city  the  average  daily 
ipts  for  Jane  were  fl24:,503,693  ;  receipts  on  July  11  were  l?121,- 
S1,<S69.  For  the  remaining  284  banks  tiie  average  daily  receipts  fur 
rune  were  $11,988,577,  atid  on  July  11.  §11,980, 788.  Withdrawals  from 
Ihe  fifty  National  banks  of  New  York  city  for  June  averaged  8119,308,- 
S33«  dliy,  mid  on  July  11,  §122,769,213.  Withdrawals  from  the  284 
twinkn  outside  of  New  York  city  averaged  for  June  ^13,914,367  per 
ly.  and  for  July  11  were  $12,006,343.  Combining  all  the  reports  for 
}th  it«u]s  mode  the  average  daily  receipts  of  the  334  banks  for  June 
M36, 492,270,  and  withdrawals  9133,223,200— a  daily  balance  in  favor  of 
the  banks  of  ?3, 269, 070,  or  .§98,072,100  for  the  month.  On  July  11  re- 
eipts  aggregated  $133,012,452  and  withdrawals  §134,775,556,  reversing 
bidance  to  $1,733,104  of  witlidrawala  over  receipts. 
From  the  information  gained  liy  these  investigations  the  Comptroller 
&ted  that  the  inten:!8t.8  uf  State  and  National  banks  were  shown  to  be 
antagonistic,  but  that  the  two  classes  of  institutionB  sustained 
ioniou.'$  business  relations. 

BrCOMMBNDATIOKB    of  THK    CoittPTUOLLKR. 

Various  recommendations  for  the  improvement  of    the  National 
pbcuiking  laws,  embodied  in  pre\ious  reports,  were  renewed  in  the  report 
for  1895,  and  among  others  the  followiug  : 

•  Tbe  iteue  uf  circulating  nott's  to  tjie  par  volne  ot  bonds  depoHltcd  to  sfcurv  the 

■Mne,  aiul  the  reducing  of  tlio  per  i-ent.  ot  aetni-annual  tax  levied  upon  micb  notes, 

1  been  urged  by  aU  tlie  Secretaries  of  the  Treasury  who  have  tmu-hed  upijn  the  siib- 

yxi  at  all,  and  by  ever)'  Comptroller  from  the  time  of  and  iticladlng  Comptroller 

inox.     Thi"  provision  of  the  l»w  prohibiting  the  fomuT  and  the  provision  of  the  law 

jvenilng  the  amount  of  the  latter,  however,  are  still  unchanged  upon  the  statute 

uk." 

He  called  attention  to  the  fact  that  as  the  law  existed  the  profits  to 
be  made  on  the  issue  of  circulating  notes  was  so  small  as  to  offer  no 
aducenient  to  the  banks  to  exercise  the  privilege. 
In  regard  to  substituting  National  bank  notes  for  the  legal  tenders 
by  the  Government,  he  swd : 

"The  «cp«ri«nce  of  this  and  other  t'ountries  conclusively  denionstratea  that  tho 
Iwat  and  most  rational  note  issnes  are  those  put  forth  by  banks  properly  nnd  safely 
oandaet«d.  It  likewise  demonstrates  that  iiwncs  made  direct  by  govemmenta  are 
rive  and  under  way  circumstance  a  source  of  danger  to  such  govern- 


lem  msTOBT  of  BASsise. 

it^muk  maA  Um  to  awiir  peapte'*  hwtoftBMW*-  No  deaiar  praoC  o(  this  cookl  be 
hitfl  ttdA  ti^jit  foraitiMd  br  tii^  <liiania[jes  vtui-fa  ««  hsre  witaencd  oa  the  pait  of 
tlM  (i</rirawt!ta  in  ita  efforta  to  "«»j«««»i"  Um'  tTiZ  credit  of  it*  pncticallr  limitkas 
junooBt  '/f  4eiiikiwl  oUupBtkn?." 

The  Comptndler  alao  recommended  that  in  order  to  aid  in  aeenring 
tslM/itMty  in  the  Xational  bank-note  cnrreney.  Section  9  of  the  act  of 
July  12,  1^82,  regulating  the  iarae  and  retirenient  of  drenlatioD  to 
(MiniM  within  a  fixed  period  of  time,  should  be  repealed.  This  seetioo 
lifftitN  the  retirement  of  National  bank  circnlation  by  a  deposit  of  lav- 
fnl  ntftitfj  to  93.000,000  in  any  calendar  month,  and  also  providea  that 
' '  tn>  .Vational  Ijank  which  makes  any  deposit  of  lawful  money  in  order  to 
withdraw  itM  circulating  notes  shall  be  entitled  to  receive  any  increase 
'4  itn  circulatif^n  for  the  period  of  six  months  from  the  time  it  made 
Mjch  ilninnAt  of  lawful  money  for  the  purpose  aforesaid."  In  effect 
Itiis  iff/vlpitm  in  the  law  frequently  makes  it  impostdble  to  render  even 
t\nf  rfl'mt  Uf  the  money  market  in  times  of  stringency  which  would 
lAhnrwlm  }>t  fXMsible,  and  also  forces  a  certain  amount  of  the  notes  to 
\m  \ut\A  mitMtandiiig  although  not  demanded  by  business  requirements. 

PKKSIDK3mAl,  Caxpaigx  OF  1896. 

'tUf.  yitr  lHi>C  was  a  memorable  one  in  American  pcditics,  the  oain- 
tMiifn  tn-iiiK  fffiiKlit  alinoHt  entirely  on  the  money  question.  In  their 
|>ImI  form  lli<t  |{i'piil>lic<ins  declared  for  the  maintenance  of  the  existing 
Ifoi'l  «lnii>lfir<l,  ill  the  iil>wjnce  of  an  international  agreement  for  coining 
ifiiU\  niii\  Kilvcr  lit  II  fixed  ratio,  while  the  Democrats  declared  for  the 
tftf  mi'l  iiiiliiiiit<-(l  (;oiiiiif(<*  of  iKith  gold  and  silver  at  a  ratio  of  16  to  1. 
'IIkt*'  w«t«-  di-fif'tioiiM  from  Iwth  purties,  the  Republicans  losing  sup- 
fttift  III  lli<>H<-  Htiili-H  wli<-r«-  the  Milver-mining  industries  were  strong,  and 
(li«  liftiKXTittN  loHiiig  ill  ii(>tirly  nil  parts  of  the  country,  but  tliis  loss 
wiiM  |iiirlly  'iITki-I  liy  iiii  iilliance  with  tliu  PupuliKts.  The  campaign wus 
'(ii<-  >/f  |/ii'(if  liilleriK'HM,  n-Hiilriii^  in  the  election  of  the  Republican  can- 
'll'liili'  Willi  tin-  iliNiip|H>;irniic(!  of  the  agitation  in  regard  to  the  staii- 
•liinl  iif  viiliic,  tl(i«  IiiihIiicnn  <■(  UK  lit  ion  of  the  country,  which  had  been 
iiii>-<illiiti(riory  iiliii'i-  ilii'  llniiiicial  crisin  of  1893,  gradually  improved. 

I'lKMllll'.nM   OK  TIIK    XaTIO.NAI,    KAKKIXU   SYSTKM. 

Tin  <i.iii|ilr<i||iT'M  ri'|Mirt  for  IKiK!  showed  that  up  to  October  31  of 
•  lull  yiiir  Iwriily  ••IkIi(  ImiikM  wiTe  organized,  or  eighteen  per  cent,  of 
(lii<  vmilv  iivrriini-      TliririigKreKnto  capital  WHH  $.3,245,000.     The  cor- 

poiiii)  i>>|n|(hi riMeiilvNix  National  hanks,  with  1^1,153,800  capital, 

tiriini  tit  ititiot  <liiiliit<lhe\i'ar.  One  hank,  with  $100.000 capital,  left  the 
■  ynlriii  Itv  ii-iiKon  of  Ihi*  expiration  of  its  charter,  but  was  succeeded  by 
H  new  iinaiN-lMllon  wllh  II  like  niiioiiiit  of  eupitiil.  Thirty-Hcven bankK, 
wMli  f.'l,74^.*>"ii  ■■a|illiil,  went  Into  voluntary  liquidation,  and  twenty- 
■•■ven  mIIIi  nil  ittfnrvniitt\  (<ii|iltiilof  ^S.Sdri.tMlO,  wert*  placed  in  the  hands 
iif  III hi'i'ii 
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CostPAKisos  ov  Condition,  1892-1896. 

(Jii  September  30,  1892,  the  aggregate  resources,  as  also  the  aggre- 
Ifftte  Itabilities,  of  tbe  National  banks  rose  to  the  bigbest  mark  in  tbe 
jilstory  of  the  system  up  to  that  time,  viz.,  l>3,510,094,897-     On  the  side 
i»f  llabilitioji,  individual  deposits  stood  at  §1,765,422,983,  and  on  the  side 
ni  r€i»ourpe!«,  loan?  and  discounts  were  ^,171,041,088,  being  then  respect- 
pTply  tln>  maiimum  amounts  ever  registered,  either  before  or  since  Sep- 
piuher  80,  1892.     Along  the  lines  of  these  two  items  of  receiving  de- 
sits  and  lending  money,  representing  the  principal  functions  of  bank- 
Itg  In  this  country,  the  greatest  fluctuations  occurred  during  the  years 
glider  considenition.     The  item  of  deposits  showed  very  little  variation 
amount  from  September  30, 1892,  to  May  4, 1893,  when  it  was  f  1,749, - 
1,817.     After  the  latter  date,  however,  it  shrunk  suddenly  and  rap- 
ly  to  $1,556,761,230  on  July  12,  1893,  and  on  October  3, 1893,  touched 
1,451,124.330,  the  lowest  point  since  December  11,  1889.     From  this 
rinkage  of  deposits,  amounting  to  nearly  $300,0<XJ,000,  from  May  4  to 
October  3,  there  was  a  rapid  and  steady  recovery,  until  on  October  2, 
1,  just  a  year  after  the  date  of  lowest  depression,  they  were  fl,728,- 
18,819,  or  but  $21,000,000  less  than  on  May  4,  1893.     There  was  there- 
fter  for  a  brief  period  a  slight  decrease  in  the  volume,  but  it  rose  again 
July  11,  1895,  to  $1,730,022,006,  faUiug  again  to  $1,648,092,868  on 
Bbruary  28.  1896,  and  standing  at  $1,668,413,507  on  July  14,  1896. 
etween  this  date  and  October  6,  1896,  decrease  was  marked,  being 
rly  $71,000,000,  leaving  the  deposits  at  the  latter  date  at  $1,597,- 

snroee  of  the  banks  showed  loans  uud  disooonts  to  the  amount 

of  12.161,401,858  on  May  4,  1893.    They  had  fallen  on  July  12  to  $2,020.- 

J,671,  and  on  October  3  to  $1,843,634,167.     It  is  noticeable  that  after 

Ills  d&te  there  wa«  a  steady  expansion  of  loans  and  discounts  until 

)ftob<'r  2,  1894,  when  the  amount  was  $2,007,122,191. 

On  i'^cptember  30,  1892,  the  lawful  money  reserve  of  all  the  banks, 
J  of  specie,  legal  money  notes,  and  certificates  for  legal-tenders 
|di,..-   .1,  amounted  to  $327,000,000;   on  December  9,  1892.  it  was 
18,000,000;  on  March  6,  1893,  $313,000,000,  and  on  May  4, 1893,  $322,- 
D.OOO.     The  variations  during  this  period,   it  thus  appears,    were 
it;  btit  through  the  extraordinary  demands  of  depositors  occurring 
ily  and  unexpectedly  after  May  4  the  reserve  on  July  12,  1893, 
i$2S9.00{.t,000,  the  banks  being  compelled  to  pay  $193,000,000  of 
|ta  during  tliat  t>erio(l.  $141,000,000  of  which  were  provided  by  the 
;  in  of  loans  and  discounts,  which  the  banks,  under  the  force  of 
icli  withdrawals,  were  compelled  to  demand. 
The  drain  of  deposits  continued  after  .July  12,  and  by  October  3, 
M    f  l'i5,fJ0<),iXI0  more  liad  been  withdrawn,  these  uod  prospective 
lis  being  provided  for  by  thecollectitm  of  $177,0(10,000  of  loiins 
UDtH,  with   the  result   thai  the  reserve  on  hand  i-<'a<Oied  cm 
t« 


I 


Octobers,  1346,000,000.  After  Octobers,  1893,  with  retarnlng confl- 
denoe,  deposits  were  rapidly  returned  to  the  banks  and  there  was  griul- 
uni  expansion  of  loons  and  discounts,  tliou^b  in  smaller  proportion. 
There  was  again  an  increase  in  reserve.  From  $346,000,000  on  October 
3  it  went  to  $414,000,000  on  I>eceinber  19,  1893  ;  to $433,000,000  on  Feb- 
ruiuy  28,  1894,  touching  on  May  4,  1894,  $452,000,000.  the  highest  point 
it  had  ever  reached.  It  decreased  to  $439,000,000  on  July  18,  to  $402.- 
000,000  on  October  2,  and  ^74.000,000  on  December  19,  1894.  On  July 
11,  1895,  the  amount  stood  at  $382,000,000,  after  wliicli  it  feU  to  $340.- 
000,000  on  September  28,  1896,  since  which  time,  and  up  to  October  6, 
1896,  the  reserve  oo  hand  remained  steady.  The  variations  are  meas- 
ured by  a  limit  of  $13,000,000  between  the  highest  and  lowest  amoanti 
held. 

The  amount  of  circulating  notes  of  the  National  banks  outstaDdlcg 
on  September  30,  1892,  was  but  $143,423,298.  The  increase  thereof  was 
very  sUglit  and  gradual,  due  mainly  to  the  compulsory  obligation  of 
new  banks  to  deposit  bonds,  up  to  July  13,  1893,  when  it  stood  at  $155,  • 
070,821.  Under  the  stress  of  a  currency  famine  the  issues  expanded  by 
October .%  1893,  to  $182,953,725,  hut  thereafter  steadily  decreased,  fall- 
ing to  $169,337,071,  on  December  19,  1894.  With  the  new  Inoeal 
bonds,  the  lessened  price  of  bonds,  and  an  apparent  increased  toafK^n 
of  profit  in  issuing  notes,  the  volume  began  to  Increase,  until  on  Octi> 
ber6,  1896,  itamoonted  to  $809,944,019,  or  about  $66,000,000  gntUer 
than  on  September  30,  1892. 

In  the  matter  of  capital  stock  the  maximum  in  the  history  of  tiM 
.iqritcm  was  readied  on  December  9,  1892.  being  $689,698,017  for  3^784 
'teoks.  This  amount  bad  decreased  to  $688,701,200  on  May  4.  189i8, 
while  tiie  number  of  banks  bad  increased  to  3,830,  the  largest  number 
doing  business  at  any  time  previous  or  since.  After  May  4,  1893,  there 
was  an  almost  steady  decrease  in  capital  stock  as  well  as  In  the  number 
of  banks,  and  on  Oc-tober  6,  1896,  there  were  but  3,676  banks  doing 
boibiess  with  a  capital  of  $648,540,325,  a  foiling  oH  of  IM  in  the  nam- 
her  of  banks  and  of  over  $40.lX)<),000  in  capitiU  st4^)ck.  In  the  face  of 
this  substantial  decrease  in  the  number  uf  bunks  and  their  capital  stock 
tboy  had,  on  October  0,  1896,  a  surplus  fund  of  $217,690,074,  and  nvC 
undivided  profits  of  $86,652,759,  making  a  total  of  $386,342,833  as oon- 
]>ar(Hi  with  an  aggregate  of  $340,624,178  on  September  30,  1882.  of 
which  $238,871,424  was  surplus  fund  and  $101,652,754  net  undivided 
proflts. 

Qoux>  HokMsos  or  thk  Bavks. 


I 
I 


An  Investigation  made  with  referenoe  to  the  kinds  of  moosj  Aod 
eurrmoy  in  all  clasww  of  banks  at  this  time  was  only  partially  airtialaa* 
tory,  only  5,723  lianks  reporting  out  of  a  total  of  all  elaases  mmaotttiag 

to  l2,9fiS       It  wim  slinwn  ft!       •  • "ng  had 

gold  holding*  aiuouutiiigto  -  >         .       '  >    .i.  <  <  i.     -    i  >      .  .  >    m^  i  liaiik*. 
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184,484, 737.  From  these  returns  the  Comptroller  estimated  the  total 
of  gukl  and  gold  certificates  held  by  all  the  baiikx  on  July  1,  1896,  at 
V  793, 367. 

Increase  is  Barks.  Deposits  akd  Olkarings. 

Owing  to  the  fact  that  the  making  of  returns  to  the  Comptroller 
of  the  Correnoy  by  banks  other  than  National  is  a  purely  voluntary 

|.tkft,  the  statements  of  such  institutions  are  always  incomplete,  as  a 
large  Dumber  of  banks  make  no  report.  Upon  the  partial  returns  re- 
ceived, however,  the  Comptroller  reported  that  the  whole  number  of 

[all  ciames  of  banks  in  the  country  had  grown  from  1,825  in  1863,  to 
9.456  in  1896,  and  the  deposits  had  increased  from  1^86,413,948  to  fi,- 

.874.601,975.     The  bank  clearings  of  New  York  city  in  the  same  time 

[incrtased  from  fl4,867, 597,849  to  889,350,894.884  to  1896. 

Pbk  Cbnt.  of  DrnDENDS  Paid  bt  Failed  National  Banks. 

The  lowest  per  cent,  of  dividends  paid  by  any  failed  National  bank 
(imm  the  organization  of  the  first  bank  up  to  October  31,  1896,  the 
fairs  of  which  had  been  fully  closed,  was  a  little  over  fourteen  per 
[cent.     This  was  greatly  below  the  average,  which  is  about  seventy -five 
[per  cent.     From  the  beginning  of  the  system  to  October  81,  1896,  330 
8,  or  about  six  and  one-half  per  cent,  of  all  created,  had  failed, 
3g  total  capital  of  $55,775,920.     Of  these  failures  149,  representing 
8,745,020  capital,  had  occurred  in  the  four  years  next  preceding  the 
dat«  of  the  1896  report. 

[FrRTHBR  Investigation  in  Rboaro  to  thk  Use  ok  Checks  and 
Other  Credit  Instruments. 

Reference  has  been  made  heretofore  to  the  investigations  made  by 
the  Comptroller  in  regard  to  the  use  of  checks  and  credit  Instruments, 
and  the  unsatisfactory  natiu-e  of  the  results,  owing  to  incomplete  re- 
toms.  With  better  methods  of  securing  iuiormation,  the  investigation 
was  oontinued  in  1896,  with  greater  success.     A  tabulation  of  state- 

linents  received  from  5,530  banks  showed  that  their  deposits  conslgted 
>f  gold  0.6  per  cent. ;  silver,  0.5  per  cent. ;  currency,  6.3  per  cent.,  and 
checks,  92.5.  The  Comptroller  stated  that  from  the  face  of  the  returns 
the  conclusion  was  to  be  drawn  that  67.4  per  cent,  of  the  retail  trade  of 

[the  country  is  transaiited  by  means  of  credit  paper  ;  that 95. 3  percent. 

I  of  the  wholesale  is  so  carried  on  ;  95. 1  per  cent,  of  business  other  than 

I luereantile,  and  92.5  per  cent,  of  all  business.  After  eliminating  all 
factors  which  were  considered  as  bearing  on  the  question,  the  Comp- 

ItroUer  concluded  tliat  at  least  eighty  percent,   of  the  business  of  the 

[oiiuntry  is  oarried  on  by  means  of  checks,  drafts  and  other  credit  instru- 

luients. 

In  o  report  at  a  coiomitteo  of  the  House  of  Commons,  of  Great 

[Drilain.  the  operations  of  the  banking  house  of  Mr.  Slater  were  given 
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for  the  year  1856,  showing  the  proportion  of  money  to  credit  In»tra- 
luentfl  In  traiinactioos  representing  £1,000,000.  This  report  showed 
that  in  the  operations)  of  this  bank  gold  and  silver  entered  to  the  extent 
of  less  than  three  per  cent. ;  Batiltof  England  notes  seven  per  cent, 
and  credit  iustruwents  ninety  per  cent.  Of  the  payment*  gold  and 
silver  formed  one  per  cent. ;  bank  notes  two  per  cent.,  and  credit  iu- 
stniments  ninety-seven  per  cent. 

Sir  John  Lubbock,  in  a  paper  published  in  tlie  "Journal  of  tlie 
Royal  Stati.stical  Society,"  of  London,  in  1865,  reportetl  that  out  of 
£19,000,000  credited  to  the  London  customers  of  his  bonk,  £408,000 
consisted  of  banknotes;  £79,000  of  ooontry  notes;  £118,000  of  coin, 
and  £18,395,000,  or  96.8  per  cent.,  of  checks  and  bills. 

Qen.  James  A.  Oarfleld,  in  speaking  on  the  Resumption  Act  in  the 
HoQse  of  Representatives,  November  16,  1877,  stated  that  while  Clialr- 
man  of  the  Committee  on  Banking  and  Currency  in  1871,  he  requeatfld 
the  Comptroller  to  secure  for  him  data  on  this  subject.  Regarding 
racuJt*  of  this  iiitjuiry,  he  said: 

"1  wlt^-t<xl  thrcH<  gruupe;  the  flnt  waa  the  oity  baaka,  tbe  second  oonsuted  • 
hankii  In  rltirw  of  liic  »\f^-  of  Toledo  and  Dayton  tn  tbe  State  of  Ohio.  In  the  third 
Knju{>,  If  I  way  i-olri  it  wnni,  1  selected  ll>e  ' coontriest '  banks,  the smallfm  thatoonld 
tM*  found,  nt  polnlH  iiTra}-  from  railroads  and  telegr^ihs.  Tbe  ord«  was  that  Uww 
tiankfliiboald  luuUyie  all  their  rt<<'i-ipt«  for  sU  conaecotlTe  days,  putting  Into  o 
•11  ttuit  <'«(i  Xk-  called  oaab— ilthcr  coin,  gTccDtwcks,  bank  notMor  oonpons— and  I 
the  other  lUt  all  drafts,  checks  or  commercial  bills.  V^liat  waa  tbe  result  ?  During 
ihfwc  sis  <li»j-«  ♦l.'>7,000,000  wore  reodTod  over  the  coonters  of  the  fifty -two  bankib 
and  of  thtti  lunouiit  (1(1,870,000— twelve  per  cent,  only — waa  In  caah,  and  elgilt]^ 
rlcht  (KT  cent.,  that  vast  aniouiit  nfpnwontlng  evtry  grade  of  bnalneaa,  waa  lneheok% 
diafU  and  oonunerclot  bills. " 

Reports  nutde  to  tbe  Comptroller  in  1896  showed  tbjtt  on  July  1 
that  year  the  depoaita  In  6,530  banks  were  made  up  as  follows: 

Koraber  of  i«pUca MM 

OoiaiNiin fUaSM* 

8tlv<T  rnin UMMM 

Total  apeele «Jll«i 

Curmncy WMW 

Checks WIUWMM 

Total MUMJB 

Paroent..of  (Old OJ 

lhtreMt,of  tflvar.. lU 

FarovDt.  orvurrenqr, M 

Ptroeot.  of  i-Jiooka......... >.. ■! 

BXASrOR  BAXKS  RKCOUMKyORD. 

As  tbe  Sapnme  Court  of  the  United  States  bad  dedded  that  !?•• 
tional  banks  w«re  prohibited  from  establishing  branehaa,  tit*  Oooip* 
troU«r  aofge«t«>d  that  on  araendnient  to  the  law  aboald  ba  |iaf  i<  per- 
mitting National  banks  to  locate*  branches  in  placoa  not  hating  a  Na- 
Uonal  bank  alnady  aatabliahod.  As  this  privU<!g«  would  ba  open  lo 
all  banks  In  tbe  syntwii,  bs  did  not  think  that  the  objeettoo  that  II 
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woold  tend  to  create  a  monopoly  wa«  well  founded.  It  is  probable, 
however,  that  as  the  privilege  would  have  been  taken  advantage  of 
chietlv  bjr  the  banks  of  large  ctapital,  the  ultimate  result  would  have 
been  to  increase  the  influence  of  the  larger  inKtitutious  and  to  restrict 
tiie  organization  of  local  bankH. 

IssuB  OF  Notes  by  thk  Governmkst  asd  thr  Basks. 

It  had  been  neeeasary  to  issue  bondR  in  1894,  1896  and  1896  for  the 
purpose  of  pro\iding  gold  for  the  redemption  of  the  demand  obliga- 
tions of  the  United  StatoH,  and  in  view  of  this  the  Comptroller  again 
called  attention  to  the  expense  and  difSuulty  of  maintaining  these  notes 
at  par,  and  expressed  the  opinion  that  a  point  must  "be  finally  reached 
when  banks  shall  issue  all  of  the  credit  currency  of  the  country  and 
Rtand  wholly  responsible,  instead  of  the  Government,  for  its  redem{>- 
tion  In  gold  coin  whenever  and  in  whatever  quantities  presented."  He 
supplemented  his  arguments  witli  a  table  prepared  by  the  Chief  of  the 
Loane  and  Currency  Division  of  the  Treasury  Department. 

Coit  if  tlte  i/old  reserve,  including  liability  for  principal  qf  bonds  sold 
and  interest  thereon  to  their  maturity. 
rrlncJpa)  of  boatla  cold  for  resumpttoa  purpoeee : 

ISHiMwllBTB $05,600,000 

18M. 1(X),OOO.UOO 

UH flg,3irKttO 

IW 100,000,000 

Total  principal...  |as7,8U,ttO 

loiemt  nt  i  per  €!ent.  on  Ibe  nvcrufto  amount  of 
tho  trev  |(<>lcl  Id  the  Treasury  from  January  1, 
U1B.UiJii(iUHr>-  1,1806 ga.iiO,OOI> 

^U^UMOO 
Int^Kttt  from  JAnuary  1,  IBBK,  to  July  1,  UOT,  on 

*«&,.■* <l.'iiw  *  tier  cont.  bonds  of  1907 47,780,000 

Interest  from  January  I,  KSS,  to  February  1,  1904 

on  91(10.000,000  5  per  c«nt.  bonds 4S,416,fl6A 

Inlerecit  from  February  1.  IMS,  to  February  U  1V8S 

on  KB,815.400  4  fK?r  o«'nt.  bond* 74.778,480 

Interest  from  February  1.  ISBK,  to  February  1, 1B85, 

un  ttflO,0O0,00O  4  per  cent,  bonds 116,000,000 

Total  cost,  including  liability,  ejcoept  United 

States  notes  outstanding 97a6.aOO,A4« 

Add  amoant  of  United  States  notes  still  outstand- 
ing      846,681.016 

Total  cost  and  llabiUty tl,08I,88Mt> 

If  ttie  tTnlted  States  aotea  had  been  funded  on  Janu- 
try  1,  Unt,  into  the  thirty -year  four  per  cent,  bonds  of 
IM7,  then  being  sold,  Uic  total  cost  to  the  Government 
therefor.  Including  interest  from  January  t,  187U,  to  July 
L  HOT,  would  be  us  follows : 

Prindtwlof  bond* |848.M1,000 

Intei«8t  froui  January  1,  um,  to  July  1,  ISOT aK,n«,840     741.807.340 

Dtirerenoe  In  favor  of  converting  theUnlted  States  notes 
into  bond*. 9a»,mjBa 
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He  contrasted  this  Btatcmeiit  with  the  following  tAble,  showing  the 
profits  which  the  Treasury  had  derived  from  the  NatlooAl  bauk»; 

Recenue  rtoeited  by  the  Government  from  National  banks  from  lft6S  to 

October  SI,  1S96. 

Tax  on  oaptUI  stock  prior  to  Marcb  a.  1888 |l7,aB6JH7.7i 

Tax  on  depoelte  prior  to  Marcb  3. 1888 40,M0i08<.l* 

Tax  on  circulation  to  J  une  80.  lAM IIUIBO.ttOJt 

Taxonarculation.July  I  to  October  81.  lOM,  estimated WlfmM 

Total eU8,8(»,88LlS 

From  unrodoL-mi'd  circulation,  two-fifths  of  one  per  cent,  of 
nctual  circulation  outatandinif  on  October  81, 1806  l$7as,- 

(Jl«,«l) S2,«M.4M.OO 

Prom  taxallnn<iia  aborel lUl,8aa,ail.U 

From  uni  CHkwmed  circulation Z,m,4M,00 

8avlnK  by  Xntlunal  banica  bandlloK  Government  deposit*  to 
the  amount  of  |6,an,(mi,l(W.n  at  the  rate  of  three^lghtba  of 
Diie  (icroant aiJM^MlJK 

»]n,JS8B.Ma.« 

IHxiuci  vxpeiif»»  of  r«Diptri>ilar'a  office,  appropriated  for  \>f 
ty>n8ru8»  tit  dclotjerai,  1«« lft,UT,noaV 

Total  profit  to  Oovommcnt $15T,4aMt<U0 

Despite  the  strong  Hrganient«  made  agaiiiKt  the  legal  tenders,  how- 
ever. Congress  allowed  no  diaposition  to  pass  a  law  for  their  retitvnient, 
although  in  the  following  year  the  proposal  tliat  when  redeemed  in 
gold  tliey  xhonld  1m<  re  issued  oaty  for  gold,  bc^ran  to  meet  with  some 
favor.  This  would,  in  effect,  convert  the  legal-tendera  into  gold  eer- 
UticAtea. 

In  hla  report  for  1807  Couiptroller  Eckels  reviewed  the  history  of 
National  bunk  legislation,  and  luwle  a  atruug  plea  for  the  retirement 
of  the  legal-tender  not«>«  i«Mued  by  the  Govemmettt  and  the  sabstito- 
tliin  of  a  bank-note  currency  baaed  on  the  asaeta  of  tlie  banka.  For 
the  year  covered  by  this  n'port  forty-four  banks  were  organi/.iHl,  with 
an  aggregmte  capital  of  f4,42(>,i)<)0.  As  a  reault  of  failurea  and  lt({iiida- 
UoiM  the  namber  of  aotiTe  banks  doTcnaed  sixty-two  and  the  eapit^U 
deoreaw'd  ^1,090,600  as  oorapared  with  the  data  contained  in  the  pr(>- 
viotu  year's  roport.  Thirty-eight  National  banks  were  plaoed  in  Utt* 
bands  of  Reocivera  for  the  report  year  1896.  The  yeax  was  remarkahlr 
(or  the  large  aniounta  collected  from  insn]%-ent  banks — |1S,  !(•'.). 781  aa 
flompared  with  a  total  of  $75,03.1.925  during  tlio  entire  thirty -foar 
yean  the  syst^ui  liad  been  in  operation. 

thSTRIBITTIOSr  or  NATI05A.L  BAITS  SUAAKS. 

Of  the  6,337, 114  alinrtw  of  Natioiml  bank  utoek  ixsued  up  to  Jnly  I 
in?,  6,464,037  wiire  hold  by  rmideuta  of  the  StntcM  in  which  the  I 
ate  located,  973,077  by  uuD-realdnnta,  of  which  ^^l  ,729  aharea  wervowB 
by  rMid4>nta  of  foreign  oouutriea.     Tlie  number  of  ahnroa  owned  Iqr 
women  was  l,Ua.S<l    There  were  281.285  ahareholdon.  of  which  270.  • 
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,  lit  were  uattmJ  persons,   101,944  being  women.     Corporatious  held 

11,076  Hhanns.     The  avera^  inveittment  by  each  shareholder  was  about 

[12,250.     It  was  shown  that  169.948  persons  or  corporations  held  stock 

f^of  the  par  value  of  81.000 or  less;  79.7.56  over  fl, 000 or  less  than §5,000; 

U.  fS.OOO  or  less  than  <I30.000,  and  1,980,  |!30,000  or  over.     This  re- 

i  showed  the  falsity  of  the  ansertion  thut  the  National  bank  shares 

fwere  principally  held  by  large  capitalists  or  that  the  system  was  nionop- 

»listic.     Over  sixty  per  cent,  of  the  shares  was  held  in  lots  of  ^1,000 

leas.     Besides  the  distribution  of  shares  among  women  the  report  of 

lis  year  showed  that  there  were  499  women  employed  by  the  National 


Comptrollbk's  Rbport  for  1898. 

On  January  3,  1B98.  Hon.  Cliarles  fi.  Dawes  entere<l  upon  bis  duties 

Comptroller  of  the  Currency,  succeeding  Hon.  James  U.  Eckels.     A 

part  of  the  report  of  the  new  Comptroller  for  the  year  ending 

)ctober31,  1898,  was  devoted  to  a  discussion  of  the  issue  of  banknotes 

ised  on  a  first  lien  against  the  general  assets  of  the  banks.     He  con- 

I'uded  tliat  this  would  result  in  great  loss  to  depositors,  and  published 

nmnlH'r  of  carefully-prepared  tables  to  support  this  view.     He  also 

Bpponed  the  principle  of  making  the  note  holders  preferred  creditors  of 

liled  banks,  although  nearly  all  banking  authorities  are  agreed  that 

he  claims  of  note  holders  should  take  precedence  of  those  of  deposi- 

Drs,  and  for  the  reason  that  a  holder  of  a  bank  note  is  not  a  creditor 

)f  the  bank  from  choice,  but  by  business  custom  he  is  almost  compelled 

\o  accept  current  forms  of  money,  although  they  may  not  be  a  legal 

jder.     The  deposit  of  funds  in  a  bank,  however,  is  a  purely  volun- 

iry  a«rt,  and  discretion  may  be  exercised  in  selecting  the  bank  believed 

be  strongest.     The  National  Banking  Act  makes  the  notes  a  first  Uen 

the  assets  by  requiring  that  a  portion  of  the  assets,  in  excess  of  the 

iotes  issued,  shall  be  invested  in  Government  bonds  for  the  benefit  of 

he  noteholders,  and  that  a  further  portion  of  the  assets  shall  be  placed 

kith  the  Treasiuy  in  the  shape  of  a  redemption  fund.     In  addition  the 

iw  givea  the  Government  a  paramount  lien  on  the  a.ssets  of  failed 

inks,  so  thai  it  may  recoup  any  possible  loss  should  the  bonds  depos- 

ted  to  secure  circulation  not  sell  for  enough  to  redeem  the  notes. 

ThK  NATIONAIi  BA-XKS    IN   1898. 

From  the  date  of  the  granting  of  the  first  certiflcate  of  authority,  June 

18fi3,  to  the  end  of  the  year  covered  by  the  re  port  for  1898,  there  had 

5,151   National  bankuig  associations  organized — an  average  for 

year  of  147.     On  October  31,  1898,  there  were  in  active  operation 

[59^  banks,  having  an  aggregate  authorized  capital  stock  of  f624,553,- 

196.    The  total  outstanding  circulation  amountcnl  to  ^39.546,281,  of 

vhich  $210,045,466  wa«  secured  by  United  States  bonds,  andthe remain- 

ler,  199,500,825,  by  lawful  money  deposited  with  the  Treasurer  of  the 
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Onited  States  for  account  of  liquidating  and  insolvent  National  baolc- 
ing  awociatioiis  and  those  reducing  circulation.  The  increase  during 
the  year  in  amount  of  circulation  secured  by  bonds  was>t6. 119.776,  and 
the  increase  in  total  circulation,  including  the  notes  of  liquidating  and 
ioaoivent  National  banking  associations  and  those  reducing  circulation, 
•»,6ft2,771. 

Tlio  number  and  capital  of  the  3,598  banka  in  operation  on  October 
31,  180H,  in  each  geographical  division  were  as  follows  :  Five  huudr(*d 
and  Oighty-two  banks,  with  capital  stock  of  ^155,231,630,  in  the  New 
Eijglund  States  ;  961  banks,  with  capital  stock  of  9193,887,122,  in  the 
KiiKterti  States  ;  539  banks,  with  capital  stock  of  fl64,788,2(i0,  In  the 
Soutl'.ern  State«  ;  1,045  banks,  with  capital  stock  of  fl58.653,l(i0.  in 
the  Middle  Stat^M  ;  348  Iwnks,  with  capital  stock  of  931,699,100,  in  the 
Wentern  States,  and  123  banks,  with  capital  stock  of  f2«),065,000,  in 
the  Puciflc  States. 

In  point  of  number  of  banks  in  active  operation,  Peoasylvania, 
New  York,  Mamachusetts,  Ohio,  Illinois  and  Texas  led  with  i2»,  327, 
263,  254,  219  and  197.  respectively.  According  to  capital  stock,  MasMi- 
chusetts  wasllrst,  with  W1.627, 500,  New  York  second,  with  <82, 944, 940. 
Pennsylvania  tliird,  with  #73,359,390,  followed  by  Ohio,  with  f45,SSS,- 
967.  Illinois,  with  f36.746,0<Xi,  and  Texas,  with  #19.515.000. 

During  the  report  year  there  were  organized  fifty-six  Imuks,  located 
in  twenty  States  and  two  Territories,  with  aggregate  capital  stock  of 
#9,665,(M)0.  Of  this  number  eight  were  In  Peun.sylviinia,  si'\'en  in  Ohio, 
six  In  Iowa,  five  in  niiuoiit,  four  each  in  New  York  and  T«*3nu«,  three  in 
Indian  Territory,  two  each  in  California,  Kaiisai*.  Missouri  and  Nt»w 
Jersey,  one  eaoh  in  Ahuika,  Delaware,  Indiana,  Kentucky.  Maryland, 
New  Hampaliire,  North  Carolina,  South  Carolina,  Virginia.  Wisoonaiu 
•nd  Oklalioma  Territory. 

In  geograplkical  divisions  the  number  of  banks  organixed  during  the 
year  was  as  follows  :  New  England  States,  1.  with  capital  stock $50, 000; 
Eastern  StatOH.  16.  withaggregatecapital,  #l,185,tXi0  ;  Southern  States, 
night,  r<)inl>ini>d  capital,  |620.(KH.) ;  Middle  States,  twenty-two.  total 
iiapiUl.  |!3.0C().(HKi ;  Western  States,  six,  capital  aggregating  fSOU.tiOO, 
and  Pacific  States,  three,  capital,  93,550.(100.  Califomia  waa  flmt  in 
Muount  of  capital  stock  of  banks  organixed  daring  the  year,  liavinf 
#8,500,000;  Illinois  had  |C3,2.W, 000;  New  York.  |ifi2S,000,  and  Indiana. 
9!(00,0<><  tl  capital  of  banks  in  each  of  the  other  State*  raOKliift 

tr«n|4i  'wn  to#50,(XK'). 

Tlic  corporate  existence  of  twenty  National  baoktlif  MWWi«tloat 
havhtg  oapital  stock  of  fS,  145.(MK),  total  ciroulatiou|844,875,  and  Ic 
In  twelva  8tat«a,  wm  •xttmded  duritig  the  year  •■  follows  :  New  Y4 
Ave,  IVnnaylvanla  thm>,  Illinoi*  and  MaaNM<bas<>tt«  two  each,  andl 
following  uutt  that'll  :  Dvlawarv,   District  of  Columbia,   tndinna.   Kj 
Vaxky,  North  Dakota,  Soath  Dakota,  Vermont,  and  WaahinK'  >>r 

total  capital.  New  York  aggregated  ISfiS.OOO.  Masaachuaet 


PROGRKSS   OF  NATIONAL  BANKING  SYSTEM,  1S9S-IH9U.     217 

aylvania  fSlO.OOO,  niinois  and  North  Dakota  |150,000  each,  and 

[Dflawiire,    District  of  Columbia,  Indiana,  Kentucky,  South  Dakota, 

jVermont.  and  Washington  frl(H),0(KI  each.     Under  the  act  of  Congress 

tpproTed  July  12,  1882,  providing  for  the  extension  of  National  bank- 

the  corporate  existence  of  1,670  banks,   having  an 

ltalst<)ckoffi07,531.115,  had  been  extended.     Of  these, 

forVTiiw  244,  Masstichueetts  231,    Pennsylvania  208,   Ohio   114. 

ir  number  of  banks  in  eaoli  of  the  other  States  ranges  from  seventy- 

Ive  down. 

By  rttoitou  of  the  expiration  of  corjwjrate  existence,  three  bank.s, 
iving  an  aggregate  capiUtl  stock  of  $534,000,  and  total  clrcnlation  of 
|1 65,000,  left  the  system  during  the  year.  They  were  located  in  llli- 
oi*,  Kentucky,  and  Pennsylvania.  Those  in  the  last  two  States  were 
!  by  Dtw  assoc-iations  with  capital  atock  of  $250,000,  and  cir- 
imounting  to  ii<67,.'500. 
In  the  t*n  years  from  1899  to  19(i8,  inclusive,  the  corporate  existence 
1,134  banking  associations,  with  capital  stock  amounting  to  $162,- 
18.150.  luid  circulation  ^4,293,753,  wiU  expire  by  liuiitation. 
The  number  of  banks  leaving  tiio  system  during  the  rep<jrt  year  of 
98  by  Voluntary  liquidation  was  sixty-nine,  one  of  which  subse- 
itly  pa.ssed  into  the  hands  of  a  Receiver.  The  sixty-eight  banks 
rliich  liquidated  had  a  total  capital  stock  of  $12,509,000,  and  circola- 
an  amoauting  to  $2,184,958. 

Maximum  National  Bankisg  CAPrrAi.. 

In  the  midsummer  of  1893  the  capital  stock  of  the  National  banks 

Bhed  the  maximum,  1699,1134, 665.  ♦    Since  that  date,  up  to  October 

?3  banks  had  been  organized  with  an  aggregate  capital  of 

DO,  and  100  increased  their  stock  in  the  sum  of  $8,612,000.    In 

1  same  period,  by  failures,  reductions  of  capital  stock,  and  voluntary 

^nidations,  $110,599,490  had  been  eliminated,  lesiving  $624,552,195  on 

Btober  31,  1898.     WhUe  316  banks,  with  capital  of  $43,991,100,  liqui- 

volantarily,  twenty-five  per  cent,   of  the  number  were  consoli- 

with  other  associations.     These  liquidations  and  reductions  of 

sk  were  the  inevitable  results  of  constantly  decreasing  dividends. 

)uring  the  year  ended  March  1, 1893,  the  average  rate  of  dividends  paid 

I  tlie  Bhoreholders  of  National  banks  was  7.5  per  cent. ;  in  the  follow- 

r,  6.8  per  oent. ;  in  1897,  6.7  percent. ;  and  in  1898,  6.96 percent. 

>mpetition  for  deposits  has  developed  the  very  general  custom  of 

pAyIng  high  rates  of  interest   thereon.     The   prevailing  low  rates  of 

iterest  on  loans  and  discounts  have  also  lessened  the  returns  to  stock- 

iAen.     For  the  year  ended  June  30,  1898,  the  tax  on  National-bank 

natation  was  $1,901,817,  and  the  total  amount  paid  to  the  Oovem- 

ent  as  tax  on  circulating  notes,  $83,313,202.25. 

iptroller'g  Report.  1806.  p.  XLV.    The  maximum  stated  on  the  tollowlDg  ptugv 
L  from  ttie  ulBuial  itatiatics. 
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The  National  Basks  in  1899. 

On  Jane  30,  1S99,  there  were  3,583  National  banks  in  opemtiau, 
having  1804,865,337  capital,  (248.146,167  surpluH  and  194,175.584  undi- 
vided profits.  The  total  re.soiiroes  were  ^,708,883,904,  and  individual 
depoidt«.  (3, 523. 157. 508.  Circulating  notes  ont«tanding  &iu<iunt«'d  to 
$199,358,382.  In  1873  the  circulation  stood  at  ovpr  *340.00(1,tHiO.  Indi 
vidua!  deposits  passed  the  one  billion  mark  for  the  first  time  in  1881 ,  and 
in  1898  exceeded  (2,000,000,000,  the  total  resooroes  in  the  latter  year  ri»- 
ing  to  four  thousand  nilUions,  the  largest  total  ever  recorded  up  to  that 
tiuie.  Capital  stook  reached  its  maximum — f889,600,0<K) — in  1892,  and 
has  steadily  declined  to  $604,800,000  on  June  30,  1899.  As  the  c-ountrv 
lnorea<se8  in  wealth  it  appears  to  be  a  natural  tendency  for  the  banking 
capital  to  decline,  the  depositors  supplying  more  of  the  loanable  fund*. 
The  Murplus  has  aliuu^t  uniformly  increased  each  year,  and  the  amount 
reported  on  June  30.  1899— *248, 146, 167— was  the  maxinniin.  Therp 
has  been  a  loss  hi  the  number  of  t>ank9  in  rec«nt  yean*.  On  October 
S,  1893,  there  were  3,781  bauks  against  only  3,583  on  June  30,  1899. 

The  National  banks  of  the  United  St^iteti  have  failed  tQ.pycuiddfi  tht> 
country  with  a  paper  currency  Ix'cause  of  the  competition  oi  tiie  Oov- 
emment  in  that  field,  and  for  the  further  reason  that  under  existhig 
law  there  Im  no  substantial  profit  to  a  National  bonk  i8.«iii"-'  ■i-'vilii- 
tion.     But  in  their  deposit  and  discount  funcitions  they  b»'  :<mR 

flucoessful,  and  it  is  doubtful  If  any  system  of  bm  '  hk  the 

free  oi^ani/Ation  of  banks  of  small  capital  luih  i^r  or  ut 

greater  beneflt  to  productive  indostriefl. 

CondUUm  <)f  the  National  Banka  qf  the  Untied  Statea,  Juru  Sft^  UNIO. 

liOansMWl  (UKoonts (B,* 

On)T«r«rtc , U.1S(;MJB 

U.8,lioiMli(o«.>curevfrcubitioo Msjot.sio.uB 

tr.S.  boadstoM'curvlI.S.ilcpasltiL.                      18.tm.ii40.iD 

r. H.  tKiod* oo  tuuxl n.i«a,aU4Xiiin 

I^mUiBw  on  I'.  S.  iKiod* „,„..„.■, lT.TlA.<aft.V 

fltocka,  neurit  loB.  etc aDt.ia>,0r.«) 

Baakliv  bouse  fumltura  •ud  ilxtuivs ;8,uiA.]a;.Vi 

Otber  rati  MUM  and  murtvmre*  owoed au,tT;.wa.is 

Due  from  Nmional  banlnk BMnuiMI 

Dim  trooi  HUic  buQks  and  tM&kcn 

Do*  fraasppraT«dre«»rv«  •(**<*•  ••<••••••• 


Usat'tMdw  DotM UMn,l 

ir.B.awU«aatcsaf«^Mii4t 

n**  par  «Mit,i«dMBpaaB  fund loi 

Dim  (romr.  8.  Tf«Mur«r.... U 

Toul ft.]! 
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LlABIUTm. 

tplUl  Mock  (wid  In 9BOi.8a«,a8r.ao 

mlua  fund «a,l«t,UI7,6& 

'r.  •      '    '     roOt»,le9expen8(«and  tszw..... »t,lT6.5W.64 

v                    icootosoutataodini; lSB,aS8,3a2.60 

^^..                 )•-<.  outstAndlng «a,10»^ 

DueN'                     r,aiUlMUiks SSe,iMO,38tW 

Dueti.^               .^  and  bunker*. SU,0U.633.e» 

DIvlil.  i,.to  iiDp,»j,l 7,735.327.07 

Irollvidual  fleposiU , S,682,t'>7.509.» 

C.  3.  deposits 70.iBl,«16.88 

Deposits  of  C.  8.  disbursing  officers 6,881,775.01 

NotM  and  bills  rediscouDted 2,154,788.17 

BOb  parikblt'. (»,tW«.V84.90 

UabUltie*  other  than  tbow  above Ifi.aQlJTaJB 


Total K708.888,«04.84 

It  will  be  seen  froiu  the  foregoing  table  that  the  total  specie  holdings 

'  the  National  banks  on  June  3ll,  lRf)9,  were  *356,822,046.19.     Of  this 

amount  1?137,690.61S.39  was  gold  coin.  123,152,390  gold  Tre^vsury  cer- 

tiflcfites,  ;fl -IS,  493,0(10  in  gold  clearing-house  certificates,  §8,361,974  silver 

'ioUars,  {32,578, 638  silver  Treasury  oertiflcates,  aud  $6,543,425.80  silver 

fmctioobl  coin,     The  holdings  of  the  two  metals  were : 

Oold |8»,888.008.» 

Silver 47,484,087.80 

I  Tot«l »ai,e2S,Otf.l8 

^k     Prom  the  beginning  of  the  National  banking  system  up  to  June  30, 
^K691l.  there  had  been  5,196  banks  organized,  of  which  1,245  had  gone  into 
^nqiiiihtti(.iii.  and  368  had  become  insolvent,  leaving  3,583  in  operation. 
^^     For  tlie  purpcKesi  of  the  Bureau  the  Comptroller  divides  tiie  States 
into  the  following  classifications:   New  England  States — Maine,  New 
II:iJii|»shire,  Vermont,  Massachusetts,  Rliode  Island  and  Connecticut  ; 
ii«.«>t<'rn   States — New    York,    New  Jersey,    Pennsylvania,    Delaware, 
Uarylund,  District  of  Columbia  ;  Southern  States— Virginia,  West  Vir- 
ginia,  North  Carolina,  South   Carolina,   Georgia,   Florida,  Alabama, 
Minvisi'ippi,  Louisiana,  Texoii,  iSj-kansas,  Kentucky,  Tennessee  ;  Middle 
iStat«i — Ohio,  Indiana,  niinois,  Michigan,  Wisconsin,  Minnesota,  Iowa, 
MiR.<ouri  ;  Western  States — North  Dakota,  South   Dakota,  Nebraska, 
Kansas,  Montana,  Wyoming,  Colorado,  New  Mexico,  Oklahoma,  Indian 
L  t '  Territory  ;    Pacific  States — WasbLugton,    Oregon,    California,    Idaho, 
|nJtah,  Nevada.  Arizona,  Ala^^ka. 

^H     Of  the  total  capital  of  the  National  banks  in  existence  on  June  30. 
HP899.  ^144.028.970  belonged  to  bonks  kk  the  New  England  States,  S190,- 
I      175, 175  to  those  in  the  Eastern  States*,  i8«33,943,765  to  banks  in  the  South- 
ern States,  $157,474,317  to  banks  in  the  Middle  States,  «29,906,100  to 
the  banks  in  the  Western  States,  and  $19,337,000  to  banks  in  the 
J^acifio  States.     Individual  deposits  were  distributed  as  follows:    New 
Qghind  States,  *361, 905, 802;  Eastern  States,  81,167,394,397;  Southern 
ft  180. 507. 9 64;    Middle    States,   <I619.243,(I10;   Western    States, 
^9;  Pacific  States,  #70,733,965. 
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of  J8C1  —  Dnvftlnj?  Uic  NBtloniU  Currency  Art  — L««»l1 
on  legal-tender  hill  — Tax  bill  —  Nutluiuil  Curmic)' Art  —  I 
Delwte  on  CnrnnicjrAct — Amrmlinmt? — (Ylilcism  of  scctlorw  —  opiMwiiUmof  j 
Stale  bankii  — Bill  pomee  Senate  —  Sccivtarj' of  thn  Treoaurj' on  bond  nrgottA-l 
Qom— Ke|N-a]  o(  pro\islon  of  law  for  funding  Ic^al-iender  notes  Into  liiin>U-~l 
CUmncy  bill  In  Hoiwe— Dehoto  In  Ilonxe— Bill  jmnwici  TTonMi  and  Ix^onuwa  i 
law  —  I>(<fc<-I*<  of  ati  of  1J«8  — Comptroller  McCollooh's  report  of  1803— PtCi»- 
dcnl  Lincoln  on  Currency  Act. 

Pkovidiso  Funds  to  Mkkt  thb  Ezpbxsbs  op  thr  Cim.  Was. 

Secretary  Chase,  In  his  report  to  Con^rew  of  December  9,    1861,] 
fonnd  it  necest-'ory  to  a.sk  for  aflditional  lueaits  to  meet  tlie  dc^niandy  oti  I 
the  Treasury,  and  Kuggestetl  two  plans.     The  flrst  W)nteinpliit«<l  thoj 
gradual  withdrawal  from  circulation  of  State  bank  inaes  and  tiie  sub*] 
■titution  therefor  of  Uuited  States  notes  payable  in  coin  on  demand 
and  tlie  secood  the  i«sue  of  note.N  under  national  direction  to  institu- 
tions and  asttociatiotiH,  the  re<iemption   of  §uch   notes  in  coin   to 
seeured  by  the  pledge  of  Cnited  States  bonds  and  other  needful  refpi^ 
latiouH.     The  first  plan  had  already  been  partially  adopted  by  the  ianu 
of  demand  notes.     The  Secretary  suggettted  that  the  iwue  of  theatt 
nutea  might  be  extended  to  an  amount  equal  to  the  average  vtrculalioa  j 
of  the  country,  and  the  withdrawal  of  State  bank  oirculaliun 
pl(<«lied  by  a  moderate  tax  thereon.     He  was,  however,  more  favorably 
inclimwl  to  the  second  plan,  and  thought  it  had  gTMter  idrtntlgfn 
without  the  ilangers  of  the  flrst. 

Hon.  E.  <i.  Spaulding,  in  his  "  Financial  History  of  the  War,"  lAjra, 
on  page  11,  that  after  reading  the  report  of  Secretary  Chase  and  flndlag 
that  tb«B«af*tai7  forbore  to  reconmiend  the  issue  of  United  Htat«sTnBa»- 
tlfyDOtMtodretilateasmrmey,  and  that  he  did  recoinmend  tho  fTJnnal 
eitmoej  tMknk  bill.  hi<  (Mr.  Spaulding)  as  clialrman  vl  thr  Mib-oaok* 
mitt*  of  tlw  Committee  on  Ways  and  Means,  addressed  a  not4>  to 
tbm  Bacratary  raqurstiiig  him  to  fumlith  the  draft  of  a  bank  bUI  for 
national  rurmncy  baseil  on  a  pledge  of  public  stoolu  ■•  i 
In  his  rrpurt,  and  received  the  following  reply : 

Tkciucht   pLi'turuiisr,  tVeriotiar  U^  JWl 
8ta :  I  haw  Uw<  bunor  to  aoknowlKltfK  Ui  « inf  Ways  < 

Mmum  of  this  date,  co^-ottac  tlw  uiAv  o(  Toiir^ 
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ting  him  to  famish  Use  dmft  of  a  btU  for  a  national  cairency  boAed  upon  the 
pWg*  of  pnbUo  ittoclix.    The  Secroiary  of  the  Ttvasury,  who  is  now  In  New  York, 
itt gitt  your  request  his  prompt  attention  on  his  return. 
With  gnait  rvapect, 

Geo.  IIjuirinotox,  Acting  Secretary  of  t/ie  Trtwmry. 
To  ffon.  K.  (5.  SpjirLDiNif, 
I  (\  ^  Att>-  Cam.  nf  Wav»  and  Meant,  IT.  R. 

On  the  return  of  the  Secretary  from  New  York  it  wa«  aficertained 

ILot  no  national  carrency  bank  bill  had  been  prepared.     The  Secre- 

Uiry  then  requeuted  Mr.  Spauiding  to  prepare  a  bill  at  a«  early  a  day  as 

pocdble.     Mr.  Spaulding,  as  cbainuan  of  the  Pub-committee,  iiuinedi- 

|AtelT  set  to  work  at  bi«  rootua  at  the  National  Hotel,  preparing  the  first 

It  of  the  bill,  which  was  then    copied  by  George  Bassett,  Clerk 

the  Ways  and  Means  Committee.     This  was  during  the  ChriBtmas 

ulidays.  Congress  adjourning  over  two  or  three  dayH  at  a  time  with- 

iog  much  business,  no  quorum  being  present.     On  December  24 

Idiug  wrote  a  letter  to  Mr.  Coming,  then  at  Albany,  inform- 

bim  that  be  was  making  a  draft  of  the  national  currency  bonk 

and  requesting  that  he  would  forward  a  copy  of  the  New  York 

free  banking  law  paased  in  1838,  with  amendments  thereto,  for  the  use 

of  the  committee.     Mr.  Coming  promptly  complied  with  this  request 

_aQd  returned  the  foUowmg  reply : 

ALBAjrr,  December  ai,  18151. 

Mr  DxAB  Slr  :  I  am,  this  morning,  in  nK'«ipt  of  yniir  favor  of  tb«  24lh  inst.    I 

nd  yoa  by  this  day's  mail  a  copy  of  our  bank  law»,  with  amendmeut«  passed  since 

This  matter  as  rec<->ra  in  ended  by  Swretary  Chase  will  not,  in  my  jndgmunl, 

>  approval  of  our  State,  hence  I  think  much  care  should  be  bad  in  drawing  up 

Tours,  very  truly, 

EKASTCS  COBXtKO. 

Hon.  E.  O.  STAtn^Dmo,  Waahinj^on. 

When  the  framework  of  the  bill  was  nearly  completed  it  was  sub- 
^ted  to  Mr.  Hooper,  the  only  other  member  of  the  sub-committee 
in  Washington,  Mr.  Corning  having  gone  to  Albany.     Mr.  Hooper 
sdered  valuable  assistance  in  perfecting  the  bill.     He  incorporated 
I  it  some  pro%'islon8  which  the  experience  of  Massachusetts  had  shown 
I  be  valuable. 
The  bill  was  finally  completed  soon  after  Christmas.     A  few  days 
_afterward  the  bill  thus  hastily  prepared  by  Mr.  Spaulding  was  sent  by 
to  the  l*ublic  Printer,  and  two  hundred  copies  printed  for  the  us« 
the  Committee  on  Ways  and  Means  and  the  Secretary  of  the  Treas- 
^,  with  the  view  of  having  it  more  maturely  considered  in  the  gen- 
ooiuiuittee,  amended  and  corrected  and  finally  to  be  repKjrted  to 
Hooae.     This  bill  formed  the  basis  of  the  bank  bill  which  was 
adopted  more  than  a  year  afterwards.*    The  foregoing  is  the  statement 

L'  oonaideratton  and  further  examination  Mr.  SiMuldliig  came  to  the 

iio  bank  bill,  containing  sixty  aectiuns,  could  nut,  with  tbo  Stat« 

liKf  uiHH.Kii'ii  '■•1  it«  be  pawed  thruuKb  both  bouees  of  CoDKress  for  several  mouths, 
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of  one  of  the  principal  actors  on  the  finaocial  stage  of  1861,  and  i 
is  no  reason  to  doubt  its  accuracy.     But  there  w  reason  to  believe  aXso 
that  the  matter  of  drafting  a  currently  batik  bill  was  aJ^o  referred  to 
Edward  Jurdan,    then  Solicitor  of  the  Treasury.     Tiie  probability 
ia  that  the  Secretary  did  not  avail  himself  of  the  result  of  the  lnlH)r» , 
of  the  Solicitor,  finding  that  Mr.  8paulding  had  completed  his  draft. 
An  examination   of  the  bill   as   Anally  adopted  IndicHteii  that  after  j 
&n  examination  of  the  free  banldng  laws  of  the  several  Stated,  tbej 
features  most  approved  In  practice  were  taken  from  each.     To  thla  nu- 
cleus were  added  provisions  giving  further  security  to  the  proposed  i 
culating  notes,  and  ali»o  further  provision!*  for  a  proper  government 
supervision  of  the  banking  business  such  as  experience  had  shown  to 
be  necessary.     There  were  also  included  in  the  original  draft  souie  sn*- 
gestions  that  hud  been  mode  for  attractuig  the  State  banks  to  the  new  j 
system  as  well  as  to  induce  the  friends  of  the  State  banks  to  supix>rt  1 
the  bill.     Though  at  this  time  more  interesting  than  useful.  It  is  easy  to 
analyze  the  original  banking  act  of  1863  and  find  whole  sections  taken  j 
bodily  from  the  free  banking  laws  of  New  York,  Ohio  and  Michigan. 

The  bill  waa  bitroduced  by  Mr.  Hoopsr,  of  Mas-sachusettx,  on  Fri- 
day, July  11,  1862,  read  twice  and  referred  to  the  Committee  on  Ways 
and  Means. 

Mr.  Hooper  also  introduced  a  resolution  providing  that  5,000  extra  | 
copies  of  the  bill  bo  printed.    This  was  referred  to  the  Committ«  on  ; 
Printing;  and,  on  July  15,  when  this  committee  reported  the  resolut 
to  the  House,  it«  consideration  was  op{K>sed  by  Roscoe  Conkling 
on  motion  of  Frederick  A.  Conkling,  it  was  laid  on  the  table. 

Lsoali-Tbsdrk  Notbs  Proposkd. 

A  bill  to  authorize  the  isscue  of  Treasury  notes,  payable  on  demand,] 
was  introduced  by  Mr.  t4paulding  on  December  30,  1861,  and  reforradi 
to  the  Ways  and  Means  Committee.  It  was  first  reported  by  Mr.  Spanld- 
ing  on  January  7,  but  failed  then  to  receive  consideration.  It  author- 
ize<l  9100.000,1)00  of  demand  notes;  and.  when  reported  again  by  Mr. 
8paul<ling.  on  the  next  day,  was  referred  to  the  Committee  of  the  Wbole 
on  the  State  of  the  Union  and  ordered  to  be  printed.  On  Wedneeday, 
Janoftry  22,  1862,  Mr.  Spaulding  introduced,  as  a  sabetitute  for  the 
pnTloas  bill,  the  first  bill  providing  for  the  issue  of  legal-teoder  notes. 
It  oame  up  for  consideration  on  January  28. 

In  explaining  the  measure  Mr.  Spaulding  referred  to  the  sogirntlotti^ 
In  the  OeoratTj'i  report,  and  said  that  the  c<indition  of  the  eoOBt 
was  very  difTerent  from  what  it  was  two  months  previooa.     In  ih* 


•adthatsokiiQffaiielii7  would  befataJ  totlw  fnloncauML    Mi    - IfaartfM* 

elMHiivd  tbc  lt»l  IwmWt  «<«^'I Ion.  Inioailnl  oiigiiuiily  lo  acoamiw '  i^  Ull,  imi» 

■  wBtmrtim  blU.  wttli  atfwiWw  and  •dOtttaiiM,  m«4  oa  bl*  uwn  loonnn  initurtiaw<  It 
Into  iiM  HooM  by  im— imnwi  mmmk  am  lui—liiii  » latt.^"  fniiwlri  HMovr  of 
tke  War."  by  I.  O.  HiUlWln. 
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ime,  specie  payments  had  been  suspended.     The  Secretary  had 
bof  reoinuraeoded  demand  notes.     He  ha<l  recdnimended  a  national 
BtirreDoy  to  be  issued  by  banks.     A  bill  to  carry  out  the  su^estioQ  had 
CD  prepared  and  vtB»  in  the  hands  of  the  Ways  and  Means  Couiniit- 
ce.    Tlie  committee  had,  however,  come  to  the  conclusion  that,  how- 
rcr  advJsahlt.  tliis  plan  might  be  in  providing  a  way  for  funding  United 
I  Btocks,  it  could  not  be  made  available  soon  enough  to  meet  the 
Ung  necessities  of  the  (iovomment.*    The  new  system   would 
necessarily  go  into  operation  slowly. 

An  eistimate  of  expenses  for  the  year  ended  July,  1863,  made  by  Mr. 
IpttuJding,  exceeded  that  of  Secretary  Chase's  report  by  ^WO,  000, 000; 
jt  Mr.  Spauldiug  said  that  the  Secretary  now  agreed  with  bis  esti- 
ite.     Unless  this  bill  passed,  the  bonds  of  the  United  States  could 
Dt  be  sold  except  at  a  ruinous  discount,  and  the  present  available 
IS  were  so  reduced  that  the  Government  must  stop  payment  in  a 
days. 

The  ne<?essity  of  tlie  case  was  conceived  by  the  majority  in  Congress 

Justify  them  in  authorizing  legal-tender  notes  uistead  of  demand 

or  National  bank  currency,  and  the  Secretary  of  the  Treasury, 

jtly  against  his  will,  was  forced  to  accede  to  the  legal-tender 

jpositiuu  as  the  only  one  on  which  it  was  practicable  at  that  time  to 

legislative  action, 

:  OF  Bask  Currbitcy  Contbmplatkd  bt  Skcrktakt  Chasb. 

Secretary  Cliase's  plan  for  a  bank  currency  based  on  bonds  does  not 
appear  tjo  have  been  presented  in  the  simple  form  in  which  he  con- 
_mred  it.     He  seems  to  have  contemplated  no  destruction  of  existing 
it«  bunk  corporations,  but  merely  to  require  them  to  substitute  for 
dr  own  currency  a  national  currency  secured  by  United  States  bonds 
tax  on  State  bank  circulation  being  the  force  by  which  this  change 
to  be  brought  about.     The  change  which  Mr.  Chase  appears  to 
ive  desired  to  accomplish  was  the  investment  of  the  entire  State 
iking  capital  then  existing  in  United  States  bonds,  which  were  to  be 
ited  as  security  for  the  new  circulation.     If  no  limit  had  been 
UD  the  issue  of  national  circulation  by  each  institution  except 
amount  of  bonds  it  could  secure  and  deposit,  the  circulation  fur- 
led in  this  way  would  have  been  adequate  to  the  demands  of  the 
jveniment,  and  it  would  have  furnished  an  unlimited  market  for 
ids.     It  was  not  necessary  that  the  first  bill  should  contain  any  other 
luvisious.     Restrictions  could  have  been  imposed  as  needed  by  subse- 
lieat  legislation.     This  original  national  currency  measure  seems  to 
Ive  been  calculated  to  have  accomplished  withhi  a  reasonable  time 
purpo(«e  for  which  it  was  intended,  if  it  had  not  been  overloaded  at 
outset.     There  was,  however,  in  Congress  much  jealousy  of  any 

*Seoretar]rChaae'arecommeDd«tioD  had  been  based  upon  a  large  nmount  of  specie 
itbe  country  > 
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interference  with  the  State  banks  and  banking  systeuui,  and  it  Is  poui- 
ble  that  the  Secretary's  plan,  even  if  introduced  in  its  simplest  fonu, 
migtit  have  proved  unacceptable. 

Drbatr  on  thb  Lboax-Tkndkr  BiLt,. 

In  the  debate  on  the  le^al-tender  note  bill,  Mr.  Hooper  set  forth  X\\* 
advantages  of  the  national  currency  bill  at  some  length,  and  with  a 
tone  of  predilection  m  its  favor,  bnt  seems  to  have  agreed  with  his  col- 
leagoes  tliat  it  eoald  not  go  into  operation  in  time  to  meet  the  present 
emergency.  Secretary  Chase  finally  gave  his  reluctant  consent  to  the 
legal-tender  bill  in  these  words;  "  1  cauie  witli  reluctance  to  the  con- 
clusion that  the  le^al-tender  clause  ii>  a  necessity;  but  I  came  to  it  and 
support  it  earnestly.  I  do  not  he6itat«  since  1  have  made  up  my  mind. 
*  *  *  The  conclusion  I  have  arrived  at  is  that  tt  is  important  to  the 
ancoess  of  the  measure."  It  seems  to  have  been  a  bitter  pill  to  faini. 
In  his  letter  to  the  Ways  and  Means  Committee,  of  January  29,  186S, 
he  men*ly  says:  "The  provision  making  United  States  notes  a  legal- 
tender  lijis  doubtless  been  well  considered  by  the  couimittee,  and  their 
woncl union  needs  no  support  from  any  observation  of  mine."  The  let- 
ter in  whicli  this  last  quotation  is  contahied  was  all  that  was  first  pro- 
duced in  tlio  House.  The  evasive  character  of  Mr.. Chase's  declaration 
In  thin  letter  was  noted.  Roscoe  Conkling  Jtsked  Mr.  Spautding  to 
Mtale  wliether  the  Secrettiry  was  for  or  against  this  bill  with  the  legal- 
tetider  proviNion  in  it.  Mr.  8[)aulding  answered  tluit  he  was  anxious 
to  have  it  passed  in  its  present  form,  and,  after  some  hesitation,  pro- 
duced a  private  letter  to  himself,  of  which  the  flnrt  quotation  was  a 
part.  The  Secretary  apparently  preferred  not  to  put  himself  on  record. 
If  poaaible,  in  favor  of  the  bill.  * 

Mr.  <'otikliiig  regarded  the  legal-tender  bill  as  a  scheme  to  itttnxlnc^e 
the  bonkitig  bill,  which  he  criticized  as  hostile  to  the  existing  StAt« 
bonks,  and  at  the  saiue  time  <lepreoatod  any  plan  that  would  provoke 
the  hostility  of  tills  portion  of  the  boBinew  community  which,  in  New 
York  city,  had.  out  of  a  capital  of  #119.000,000,  advaaoed  f  100,000,000 
to  the  (iovemnient. 

Mr.  Kellogg,  of  Illinois,  defended  the  legal-teuder  bill  from  the  im- 
putation that  It  would  Im>  dlHlionest  to  compel  the  banks  to  take  tlnsw 
notes.  He  thanked  (iod  that  there  were  but  few  bonks  In  llUuoia. 
Tbay  bad,  most  of  tbaiii,  bMa  ob>iterat«d.  as  they  oa^t  to  be.  Belof 
ramladed  that  they  ww*  W6»t<.<rn  "wild-cat"  oooowna,  be 
thAfe  tla*  "  wildtMtt "  eooetrna  of  liiinoiii  wdr*  ctntod  en  br 

•In  «  krttor  to  Mr.  SimuMIimi  on  rVbruMj  a,  vn.  P. 
%gw»TA  wl'l  111  nn  un  xt'aitiT'lKy  that  >iiU  i>ImtviiI  Ii>  hkm,  ' 
UaR  up  to  *hi-  U«itl-l<>iv|pr  prDpoilUoa  embarmaKd  irm,  ouU  1  uui  <<.  t  - 
wrvr'  It,  r>>r  my  nuxUKU  vtalil*  in  mpiKirt  )ruu  In  all  rvapwUt  It  la  tru'  ' 
wtt*  r»lacteo«a  to  %hm  orwwhislrin  UaU  tlw  \mfi-U<aArt  rtouM  Man-  •  - 
Maalolk<RMatf)y.fladlMivwtlt  «»wallr.''-''ViMu>cial  UMorr  i 
br«.0.«*wrtUa«. 
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tors.     He  asked  Mr.  ShefBold,  of  Rhode  Island,  who  had  iiiter- 
nipted  bun:  "  Wliere  is  the  Ceutral  Bask  of  Rliode  Islaijd,  h  spechaen 
tide  of  •  wildcat '  Iwinks  ? " 

The  reply  was,  that  "  the  Governor  of  Illinois  got  control  of  it,  put 
iu  hi8  pocket  and  Oiirried  it  off." 

31r.  Kellogg  retorted  that  "the  Governor  not  only  pocketed  the 
bank,  but  also  money  from  the  Trea-sury  of  Illinois.  lie  went  to  Rhode 
lolaod,  got  his  hand  in  with  that  bonk,  and  learned  h\a  trade  before 
he  pocket«'d  the  funds  of  the  State." 

Mr  St<>vens  said  that  the  bank.s  were  unable  to  loan  any  more  to 
the  Govenunent.  They  had  suspended  specie  payments  and  no  one 
expected  resumption  until  the  close  of  the  war. 

^L  Proposkd  Taxation  of  Statk  Bakk  Notks. 

^^  On  January  8, 1863.  Senator  Sherman  took  up  and  discu.ssed  the  bit! 
prerionsly  introduced  by  hiui  for  taxing  bank  bills  and  fractional  cur- 
rency. This  measure  had  been  introduced  in  accordance  with  the 
recommendation  of  the  yecretary  of  the  Treasury  on  the  ground  that 
the  circulation  i&sned  by  State  banks  interfered  with  the  issue  of  legal- 
tender  notes,  and  with  funding  the  United  States  debt  in  bonds.  The 
proposition  was  to  tax  bank  bills  in  denominations  of  over  one  dollar, 
two  percent.,  and  fractional  currency  of  less  denominations  than  one 
dollar,  ten  per  cent.,  and  Mr.  Sherman  admitted  that  the  object  of  the 
bill  was  to  induce  the  withdrawal  of  bank  paper  in  order  to  substitute 
the  national  currency  wliich,  at  that  time,  wa.s  the  legal-tender  note. 
Id  this  diiicussion  Mr.  Sherman  supported  the  view  that  the  i^ue  of 
notes  by  State  banks  wfis  contrary  to  the  Constitution. 

The  National  Currency  Act  was  introduced  by  Mr.  Hooper  on  Jan- 
uary 7,  and  referred  to  the  Ways  and  Means  Committee.     The  next  day 
Mr.  Stevens,  chairman  of  that  committee,  reported  adversely ;  but,  not 
having  the  bill  to  be  read,  the  report  was  objected  to.     ile  again  re- 
^^lorted  it  on  the  same  day,  and  its  consideration  was  postponed  until 
^^Vriday,  January  16.     From  this  time  on  the  subject  appears  to  have 
^^■HB  dropped  in  the  House,  although  new  bills  of  the  same  purport 
^^HRifroui  time  to  time  introduced.     In  the  meantime  tho  matter  was 
'      being  disouased  in  the  Senate. 

National  Bank  Bill  l^•TKoDL-cKD  in  thk  Renatk. 

On  Mondfty,  January  26.  1863,  the  National  banking  bill,  which 

Ij^tMcame  a  law,  was  introduced  by  Senator  Sherman,  and  referred 

the  Finance  Committee.     Mr.  Sherman  remarked  that  there  were 

ome  features  in  the  bill  a  little  different  from  those  introduced  in  the 

of  Represet»tiit  ives.     On  February  2,  notice  was  given  by  Mr. 

liuj  that  he  had  been  expecting  to  report  the  bill  with  sundry 

[uuendmeut**,  and  that  he  would  call  it  up  ontlie  following  Wednesdny 

1  »ik  for  early  action.     It  wa-^not,  however,  called  upunfil  Monday, 
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February  9,  when,  after  a  motion  to  postpone,  wliich  was  defeated  by  a 
vot*  of  twenty -one  to  twenty,  its  consideration  wns  prooeetlcfl  with  sec- 
tion by  section.  The  first  amendment  adopted  was,  that  the  Comptroller 
and  Deputy  Comptroller  should  not  be  either  directly  or  Indirectly  in- 
terested in  any  Institution  issuing  currency  under  the  act,  Tliere  wa» 
not  much  discunsion  of  the  language  of  the  bill,  until  the  lost  section 
was  reached,  when  a  substitute  was  propose*!  providing  for  the  con- 
version into  ?(atiouul  associations  of  8tato  and  Territorial  banks.  This 
caused  some  debate  as  to  the  power  of  a  Territory  to  create  banks,  and 
Mr.  Lane,  of  Kansas,  said  that  both  Kansas  and  Nebraska  Territories, 
under  tlieir  organic  acts,  could  not  authorize  banks,  btit  there  were  a 
number  nf  spurious  establishments  claiming  a  sort  of  existence,  and  he 
did  not  wish  that  these  should  have  the  privilege  of  the  new  National 
bank  law.  The  sect  ion  was  then  so  amended  od  to  exclude  the  Territorial 
batiks.  The  point  whether  State  banks  should  become  NntioniU  with- 
out a  (4tate-enabling  act  was  also  discussed.  It  appears  to  have  been 
agreed  that  Congress  did  all  that  was  necessary  by  pro>'iding  n  way  for 
the  State  banks  to  go  into  the  system.  The  question  of  their  relatiou 
to  the  State  was  one  to  be  left  to  the  decision  uf  each  individual  bank. 

ClKCPLATIOX  PROP09BD  FOB  STATK  BAXKS. 

Mr.  Harris,  of  New  York,  prepared  a  section  which  enabled  8tat« 
banks,  without  giving  up  their  statiu  as  such,  to  deposit  bouds  aud  rc~ 
ceive  National  currency. 

Mr.  Powell,  of  Kentucky,  desired  to  provide  that  no  National  bank« 
should  be  organized  in  any  State  without  the  consent  of  that  Stat*. 
He  made  a  long  coQt<titutional  argument  upon  this  point,  bat  nobodj 
se^ms  to  have  taken  the  trouble  to  reply  to  Mr.  Powell. 

Mr.  Sherman  objected  to  Mr.  Harris'  amendment  on  the  ground  tliat 
it  would  cause  a  lack  of  uniformity  in  the  charact«r  of  the  Laiiks  to 
l>e  orguniztHl  under  the  new  system.  He  then  explained  the  limittHi- 
liability  clause  a»  being  the  some  as  that  embodied  ui  the  laws  of  Now 
York  and  In  tho^e  of  most  of  the  States,  and  also,  in  reply  to  a  quna- 
tlon  of  Mr.  DooUtMe,  explained  the  clause  in  the  law  giving  priority  of 
claims  for  circulating  notes.  He  stated  that  the  United  Statoa,  uttJer 
the  law,  would  red<H>m  the  notes  of  insolvent  Ne^onol  bauks,  and  to 
relmburM<  itself  hold  the  Imuds  ojid,  likewise,  had  a  prior  lien  oa  all 
the  f»thpr  property  of  the  l>ank. 

Mr.  Powfll,  who  wa«  evidently  disappointed  at  the  iU  suooeas  of  all 
bis  Slate  rights  proiKiwitions,  intrtnluced  an  amendment  "that  the  Na- 
tional honks  should  kuep  tweuty-tlve  per  f'ui  <<(  ilu- r.>a..rv..  oa 
ootcs  in  gold  aud  ailvur  ooln.'^ 

Mr  Sikenuou  incautiously  answered  nnu  gavi  Mr   icihiIi  iho  oj 
tunlty  he  duMiriMl  to  moke  a  geoaml  criticism  on  the  Unal  pnipoaii 
of  tho  (iuvaruuient. 
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SPKBCH  of  8EKATOK  SUEKMA>'. 

On  February  10  Senator  Bliennan  entered  into  an  elaborate  speeoh 
tti  favor  of  the  bill  in  which  he  stated  the  main  argiiuients  in  favor  of, 
ami  the  objections  tn,  the  uieaHure,  among  tlio&e  who  were  in  sympa- 
Iii7  with  the  Union,     lie  said: 

r.  INBI,  ihoujth  Uie  proposition  ran  oounu-r  to  man)- l<K!al  int<>r- 

oai  .liiietl  in  favor  with  nil  clitwes  of  citizens.     Under  the  existing 

runiiuidi!  .it  uiFulf"  iiietJovemment  required  oxcepiional  meansand  there  were  but  four 

•■xpe>)letiL»  aiuou^  whieh  to  chuo^:  FifHt,  to  Use  Uie  local  currency  of  the  lianku  ; 

*3irond,  to  Inrrtauie  the  isisue  of  Vnited  States  notes;  thinl,  to  organize  a  ayMem  of 

Suitxjniil  banks,  or  fourth,  to  sell  the  bowls  of  (he  I'nitetl  Stales  in  open  niorki't. 

TTierr  iivrn>  futiil  objwtlons  to  local  t>ank  currency,  of  which  the  want  of  security,  of 

unifomilty,  And  the  dcprc«talion  in  value  and  consequent  loss  were  the  chief.     The 

not««  <>l  the  L'nittKl  8tatcx  were  a  better  currency  than  (lie  ni>te»i  of  the  local  Ijanka, 

bat  wrrc  olijectlonubii;  frotn  the  fact  that  their  etasticity  depended  entirely  ujion  the 

[  mpt-nditures  of  Uie  fiovcrninent,  and  wore  at  one  time  redundant,  and  at  another  de- 

Ifieient,   m  Crovemrnenl  expenditures  were  large  or  contrai'ted,  and  therefore  the 

[  amount  tif  them  in  clr>;nliitlon  did  not  necessarily  bear  any  relation  to  the  business 

\  wanlM  of  the  iK-ople.    .\t  thw  present  time  the  ^reat  danger  was  from  tiie  undue  ex- 

on  of  theite  iiSHUeH.    The  mere  introduction  in  the  House  of  a  bill  to  iasue  three 

rnX  millions  a<ldiliona!  had  eau-sed  the  premium  on  lacold  to  riiMi  twelve  per  cen(. 

fltx  days — from  thirty-six  to  forty-cleht  iMjr  cent. — and  within  three  weeks  to  nearly 

iMxty  percent.     These  noten  are  redeeinaljle  and  although  fundable  into  l>ond!«  they 

I  ran  only  >Je  ui!ed  during  the  war.     When  peace  cornea  they  will  be  entirely  funded 

I  Into  liondp,  and  cau-w  then  a  ra]>id  contraction  in  prices.    They  are  made  the  basis 

of  State  bank  Isanes,  which  have  increased  from  one  hundred  and  twenty  to  onehun- 

I  »ln«l  and  sixty-seven  milllon.s  within  the  year.    Utvat  objection  is  made  tr»  the  attempt 

[uj  tax  loc'ttJ  circulation,  but  there?  La  no  other  way  to  nnluco  its  inflation.    The  local 

I  tMnts  have  always  l«et>n  hostile  to  a  national  currency.    When  «i>eeie  jjaynients  an- 

lauspi-ndeil  tlic  [inwer  to  Ltsue  a  bank  no(4;  is  the  power  lo  coin  money.    Tlie  hlstorj' 

[nf  the  countrj- 1«  full  of  the  disastrous  con.i(equence8  of  a  system  of  local  banks. 

1  The  uwrurity  provided  for  the  currency  to  bo  issued  under  the  bill  is  ample.    The 

f  nil*«l  Stales  K-uaninteca  the  payment  of  (he  notes  and  holds  a  tlrst  lien  on  all  the 

pTOiierty  of  the  bank.    The  Jjew  currency  will  be  uniform  in  appoaraiice  and  value 

throughout  the  L'nited  States.    Thelianks  furui.sh  a  market  for  l'nlt»l  States  bonds, 

|hiu1  OS  Mt^'urlty  for  their  cln-ulation  they  must  dejiosit  bonds  of  a  par  value  ten  per 

[oenl.  m  excess  of  the  oln^nlalion  they  Issue.     The  demand  for  the  liontbs  will  keep  up 

the  Government  cn-dit.     It  is  not  a  scheme  to  break  down  the  Irx-al  hanlts.     Every 

I  iVOe  of  Iheta  I'tttt  a^'Ull  thetnselres  of  the  provisions  of  the  law  and  receive  i)eneflts 

fr'jm  the  c.hani;«.     The  bill  will  furnish  a  uniform  currency  in  whi<'h  to  pay  taxes.     It 

will  iTcate  a  unity  of  interest  lK"twi"en  the  p«-ople,  the  stockholders  and  the  (iovern- 

nieni.    It  will  encouras^  a  fcelUiK  of  nationality.    Tfie  unifonnity  of  the  note*  wiU 

ipiard  against  frauds  and  counterfeits.     The  banks  will  be  depositories  of  the  public 

I  money.    The  wlstlom  of  the  ertablishment  of  a  Notional  system  of  banking  is  eon- 

[•ilit«nt  by  xireoedent  in  this  and  other  coan tries." 

United  States  notes  were  thoujcht  preferable  by  many  because  they 
ftre  a  debt  bearing  no  interest,  and  the  i-sstie  of  bonds  will  increase  the 
I  uiter«>st-bearing  debt. 

in  reply  to  thia  Mr.  Slierman  remarked  that  "  tho  debt  is  not  so 
appalling,  inasuiuch  as  under  the  taxation  authorized  it  will  be  paid  in 
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forty  year*.  The  dangers  of  unlimited  paper  money  are  vastly  great 
than  those  of  a  ftinded  debt.  The  Jsutional  banking  system  of  tan 
tion  propose*  a  well  regulated  ainkin^  fund,  and  care  and  eooiiomy  wi 
enable  the  country  to  continue  this  war,  even  under  the  enormous  bi 
dens  now  proposed. " 

Mr.  Howard,  of  Michigan,  desired  that  the  certificates  of  orj 
tion  of  ^National  banks  be  publiiihed  with  the  laws  uf  the  United  Stat^ 
This  amendment  was  at  first  agreed  to,  but  Mr.  Sherman  moved  it« 
consideration  and  it  was  finally  rejected.  Mr.  Howard  then  proposed 
that  thirty  per  cent,  of  the  capital  should  be  paid  in  specie.  This  was 
also  n'joctcil. 

Mr.  Harris  proposed  three  sections  to  befulded  by  which  State  bfinbt 
holding  and  dcposithig  fifty  per  cent,  of  their  capital  in  United  Stal 
bundj)  were  to  receive  clrcMilation  on  the  same  In  the  pro|Kirtiou 
eighty  per  cent,  of  the  par  value  of  the  bunds.  Thetie  amendments 
were  agreed  to. 

Mr.  Henderson,  of  Missouri,  desired  tiiat  the  mininmm  capital  stodt 
be  9300,000  iiisteml  of  $50,000.     Tliis  after  some  debate  was  rejected, 
aod  Mr.  Powell  proposed  that  the  banks  should,  twelve  moutljs  aft 
the  war  censed,  be  required  to  redeem  notes  in  gold  and  silver, 
was  rejected. 

Btatb  Basks  Defrndbd. 

Mr.  Collainer,  of  Vermont,  argued  that  the  destruction  of 
banks,  which  was  the  necessary  effect  of  the  bill,  would  be  utterly  dis- 
astrous to  society,  inasniucli  a**  the  operations  of  the  8tate  banks  woi 
Inextricably  interwoven  with  the  business  of  every  community.  Tl 
passage  of  the  bill  would  be  followed  by  another  taxing  State  bank  cii 
pulation  two  per  cent.  This  tax  of  the  United  States  interfered 
the  right  of  the  State  to  tju  its  own  banks,  and  the  United  States  ooal( 
Juat  an  well  destroy  State  schools  by  taxation,  if  it  lia«l  the  right  to 
»troy  State  banks  by  tliat  mean.«i.  The  United  States  Supreme  Coo 
had  decided  that  n  State  could  create  a  bank  to  issue  paper  inoneTiJ 
although  such  bank  conl<l  nut  issue  State  money,  and  al^u  tliat  tl 
States  lind  no  right  to  tax  a  bank  created  by  the  Unite<l  Htittoa.  Tl 
United  Stat*;*  ha«  no  more  right  to  tax  a  State  bank  tiiaii  the  8tal 
have  to  tax  a  rnittxl  Statt-a  bonk.  The  only  fund  the  State*  have  fi 
itchuols  is  dcrivi**!  fn>m  tlwir  banks,  and  Mr.  (.'ollruner  Considered  tli 
provisioni)  for  the  redemption  of  the  notes  a*  hardly  worth  the  pa{ 
they  w«-re  written  on.  If  Uuitoil  States  bonds  should  depreciate 
hank*  would  want  all  the  notes  to  be  presented  at  tlieTn*««iry  for 

Tlie  pri>iy>«'d  two  i>«;r  cent,  tax  UfMin  Mtuff   ' 
I  I  i  wind  up  tho  Htale  Itanks.     He  said  (hat  lh<- 

iJie  National  banket  fnmj  State  taxation,  wliile  the  State  tiauk«  w« 
iJiable  to  it,  ofid  the  proposition  at  the  same  time  of  a  Unltetl  Htatfn 
the  cirrulatitin  of  both  cla«M«t  of  batiks,  woa  unjust  to  the  8 
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banks.     He  believed  that  the  old  institutions  would  be  forced  out,  and 

that  no  uew  bankjs  would  1x3  created  under  the*  bill.     Mr.  Collainer  al^^o 

led  that  too  much  power  was  giren  to  the  Comptroller  and 

of  tlie  Treasury. 

Mr.   Sherman    replied  tn  Mr.  Collauier  and   held  that    the  State 

!  bulks  would  n<it  be  destroyed.  If  they  desired  circulation,  under  the 
new  bill  tbey  could  get  it.  If  they  did  not,  they  could  carry  on  their 
operations  without  circulation.  The  States  could  not  now  tai  United 
States  bonds  on  which  this  currency  was  to  be  based.  The  tax  on  the 
new  circulation  brings  a  revenue  to  the  United  States  from  the  bonds 
without  taking  anything  which  they  now  po.vsesaed  from  tlio  States. 
Mr.  Shenuan  contended  that  the  State  banks  need  not  call  lu  their 
loans,  nor  change  their  discounts  for  anything  in  this  bill.  Among 
other  amendments  ioserted  was  one  to  include  Chicago,  Providence 
and  St.  Louis  among  the  redemption  cities. 

Mr.  Powell  renewed,  his  old  amendments  in  reference  to  a  reserve  of 
tweuty-flve  per  cent,  in  specie,  and  requiring  the  resumption  of  si>ecie 
^^pojnuents  within  twelve  months  after  the  close  of  the  war,  but  they 
^Bwere  both  again  rejected. 

^H       Mr.  I>avis,  of  Kentucky,  was  opposed  to  the  bill  as  a  war  upon  the 
^H  State  banks. 

^^      Messrs.    Wil-son  and   Doolittle  defended  it.     It  passed  the  Senate 
I       Thuraday.  February  12,  1863— yeas,  23;  nays,  21. 

^H  Rbport  op  the  Skcrbtary  op  the  Trbasury,  1862. 

^H       The  original  legal-tender  note  bill  oontaiued  a  provision  authorising 
^H  the  holders  of  all  of  these  notes  to  fund  them  in  the  United  States  Qve- 
^H  twenty  six  per  cent  bonds.     This  privilege  of  fuu<iing  wu.s  held  by  the 
^^■■Mretary  to  interfere  to  a  considerable  extent  with  his  efforts  to  place 
^^Hv  bonds  in  the  market.     In  his  report  of  December  4,  1SG2,  he  esti- 
mat«^d  that  the  public  debt  on  July  1,  1863,  would  amount  to  f  1,122,- 
297,403.     The  Secretary  estimated  that  loans  to  the  amount  of  f60,- 
000,000  would  be  required  for  sixty  days.     He  further  estimated  tliat  if 
the  loans  he  was  authorized  to  i.ssue  were  sold  for  coin  it  would  require 
f75,00t),000  iu  bonds  to  raise  the  Brst  $60,0110,000;  ^0.000,000  hi  bonds 
to  raise  the  wecond  ?60, 000,000;  and  ^120, 000,000  in  bonds  to  raise  the 
third  $00, OlH1. 0(^)0.     This  con.stnnt  depreciation  of  United  States  securi- 
ties would  result  in  their  utter  discredit.     He  next  considered  the  advi- 
ty  of  the  reception  of  suspended  State   bank  bills,    instead   of 
ie,  in  payment  of  bonds.     The  sacrifices  in  this  method,  he  thought, 
would  bo  as  great  as  in  the  plan  of  isHuing  United  States  bond.s  for 
cobi,  Inasmuch  as  the  demand  for  the  State  bank  bills  would  make 
them  as  difficult  to  get  as  coin.     If  there  was  no  expansion  in  their 
aiaouut,  or  if,  as  was  not  probable,  the  Sta.te  bank  issues  coi^ld  bo  un- 
duly stimulated,  their  value  would  depreciate  and  a  loss  equal  to  or 
:er  than  that  incurred  in  the  sale  of  bonds  for  coin  would  result. 
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The  United  States  notes  which  had  been  issoed  on  December  1  amonnt- 
ed  to  1222,932,111  out  of  an  authorized  issae  of  1850,000,000.  Of  this, 
123,760,000  had  been  received  in  exchange  for  the  United  States  flve- 
twonty  Bizea  The  Secretary  recoiumended  an  additional  limited  issue 
of  United  States  notes.  He  fir»t  claimed  that  tliere  wa»  a  redundancy 
of  circulation  caused  by  the  issue  of  State  bank  circulation  during  the 
year  from  $130,000, 000  to  #167,000,000,  and  that  the  United  States  notes 
were  being  made  the  basis  of  thiH  increased  circulation.  He  recom- 
mended the  re<luction  of  tlie  circulation  of  the  State  banki<,  and  the 
adoption  of  the  National  banking  measure.  He  also  said  that  an  act 
of  the  last  session  authorized  the  Secretary  to  Issue  bond."  of  the  United 
States,  already  often  mentioned  as  five-twenties,  to  the  amount  of 
$500,000,000,  and  to  dispose  of  tlieiu  for  coin  or  United  States  notes  at 
the  market  value  thereof.  In  the  same  act  authority  was  given  to  issue 
$250,000,000  of  United  States  notes,  and  any  holder  of  such  notes  to 
the  amount  of  $50  or  any  multiple  of  $50  might  exduuige  them  for  tb« 
flve-twenty  bonds  at  par. 

The  effect  was  to  make  negotiations  of  considerable  amonuts  Im- 
pomible,  as  considerable  amounts  are  seldom  taken  except  with  tlte 
view  to  realize  at  a  profit,  and  reiuUes  at  a  profit  are  Impossible,  as  bonds 
can  always  be  obtained  at  par  in  United  States  notes.  He  therefore 
recommended  the  repeal  of  tlus  provision,  or,  if  the  provisiim  was  re- 
tained, that  ('ongress  should  authorize  him  to  issue  bonds  more  favor- 
able to  the  takers — either  bonds  of  longer  time  or  of  higher  rate  of  in- 
terest. 

Congress,  in  accordance  with  the  recommendation  of  the  Seotetarjr 
of  the  Treasury,  repealed  tlie  provision  of  law  making  United  StatoM 
notes  fundable  into  five-twenty  bonds,  such  repeal  to  take  effect  after 
July  1,  I8(t8. 

Dtscrssiow  OF  thk  National  Ci'rrkjtct  Bill  in  thk  HoiTfUi. 

On  February  12,  18C3,  a  meesenger  of  the  Senate  nnnoun(s«d  tn  the 
House  that  among  other  bills  the  National  Currency  BUI  had  pa.«*<*d 
the  Senate,  and  it  was  on  the  same  day  referred  to  the  ('ummItt<H>  »m 
Ways  anii  Mi-nns.  On  the  13th  It  was  ordered  to  be  printed,  and  ou 
the  ll>th  it  was  taken  up  for  disouMsion. 

&(r.  Spitulditig  proceeded  to  explain  the  blU  at  length,  setting  forth 
lt«  objections  and  advantages.  He  did  not  think  it  would  affurd  any 
present  n>lief;  that  the  system  would  go  Into  operation  slowly;  and 
that  It  would  not,  to  any  (vmslderable  extent,  superaede  the  neoeaKitj 
for  the  IsKue  «if  Treasury  notes.     The  State  banks  are  firmly  *  tL 

It  will  toko  u  long  time  to  supplant  them.     At  the  doac  '  ■ax, 

when  the  (iovernmenl  x*  tinuly  i>stabliHhed,  and  its  authority  aeoepCed 
In  all  the  Htat^j*,  the  vyMtem  will  tw  most  valuable  in  providing  a  way 
for  the  funding  uf  tlie  public  debt,  and  iiitAblishlng  a  ptrmtmmU  9j»- 
tern  of  national  currency. 
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Mr.  Hnrris  opposed  the  bill  for  the  reasoD  that  he  believed  it  would 
Ksmlt  in  tiidation  and  disa-ster  to  the  rtoveniiuent  credit. 

Mr.  Noell  proposed  to  refer  the  bill  to  the  Comuiittee  on  Judiciary 
for  &  report  as  to  what  extent  it  would  interfere  with  the  rights  of  the 

Mr.  Bent.on,  of  New  York,  stated  that  "the  subject  of  finance  is 
'  one  of  the  great  qnc.«tions  we  are  called  uix)n  to  meet."  In  giving  his 
I  (iipport  to  the  bill  he  would  run  counter  to  his  previous  convictions. 
J  He  «lid  not,  however,  believe  that  existing  banking  iustitntions  would 
|l>e  injured  by  it ;  if  he  did  bis  patriotiwn  would  compel  him  to  give  it 
Ilia  support  at  a  time  when  it  waj;  neoeBsary  to  strengthen  and  enlarge 
le  powers  of  the  Government.  He  quoted  from  the  letter  of  a 
it  in  hi.s  district  who,  while  belie\ing  the  bill  antagonized  the 
cal  banks,  was  willing  to  undergo  a  personal  hardship  to  advance  the 
;>uhlie  good. 

Mr,  Baker  defended  the  State  banks  and  opposed  the  bill  because 

passage  meant  the  total  annihilation  of  the  State  banking  system, 

le  feared  it  would  force  the  immense  State  banking  institutions  into 

nil  attitude  of  dissatisfaction  with  the  Government.     He  deprecated 

Uie  power  intrusted  to  the  Comptroller  of  the  Currency  and  the  Secre- 

He  thought  the  measure  wholly  unnecessary. 

Mr.   Noble  discussed  the  constitutional  question,  and  was  of  the 

)inion  thn.t  the  framers  of  the  Constitution  did  tiot  intend  to  author- 

^anythlng  to  be  nnide  a  legal  tender  in  payment  of  debts  but  the 

I  old  constitutional  currency  of  gold  and  silver.     He  regarded  tlie 

[lAtional  currency  in  the  same  category  with  legal-tender  not«j  and 

>aght  all  the  paper  money  schemes  of  the  Government  were  de- 

tive. 

Ir.  Alley  moved  to  amend  the  bill  by  reducing  the  semi-annual 

t*xe«  on  circulation  to  one-half  of  one  per  cent.     He  beUeved  it  was 

for  the  interests  of  the  bankers  to  Imve  the  measure  adopted.     He 

lought  the  Government  circulation  should  not  go  on  competing  with 

liat  of  the  State  banks.     The  tAX  proposed  on  national  currency  of 

ro  per  cent,  per  annum  was  too  great.     Reduce  it  one  per  cent.,  leav- 

ig  the  provision  of  two  per  cent,  tax  upon  circulatioa  in  the  Finance 

ViW  OS  it  wa8,  and  the  banks  would  have  a  strong  inducement  to  ent«r 

le  National  system. 

Mr.  Hooper  then  moved  the  prenous  question. 

JAt.  Conkling  and  others  objected,  but  it  was  overruled.  The  main 
ion  wa.s  oniered,  and  after  one  or  two  dilatory  motions  the  bill 
Fordered  to  a  third  reading  and  passed  the  House  by  a  vote  of  sev- 
^ntyeight  to  sixty-four.  It  was  not  amended  in  the  House,  and  the 
»i1l  bocaine  a  law  by  the  signature  of  the  President  on  February  26, 
18(53.  It  t^xcd  the  circulation  of  National  banks  two  per  cent,  per 
intiuni,  but  imposed  no  tax  upon  capital  or  deposits,  nor  did  it  contain 
my  provision  authorizing  the  States  to  tax  National  banks. 
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A  later  not  passed  March  3,  1863,  imposed  a  tax  of  two  per  oeat.  ] 
lomum  on  the  ciru^uhitiun  of  State  banlu  when  siich  circulatiou 
*^eeded  a  ccrtaui  proportion  to  ctipital,  and  of  one  per  cent,  per  axuiuni 
upon  all  other  circulation  outstanding.  Average  deposits  in  escesa  of 
average  circulation  outstanding  were  taxed  one-eighth  of  one  per  cent, 
senii-annually.  National  bunks  were  to  pay  the  saiue  tax  as  St&to 
banks,  but  the  wanner  of  collection  was  different.  Fractional 
were  taxed  ten  per  cent,  per  nnuuiu. 

Limits  op  National  Bank  Cikcixlattos. 

The  Umit8  of  circulation  were: 

Capital  not  over  <!10(),(.»0(),     Ciroulation  allowed  90  per  cent. 
Capital  over  #100,000  and  not  over  $200,000,  allowed  80  per  o«nt. 
Capital  over  $200,000  and  not  over  $300,000,  allow*^!  70  per  cent. 
Capital  over  $300,000  and  not  over  $500,000,  all<>we<l  60  per  cent. 
Capital  over  $500,000  and  not  over  $1,000,000,  allowed  50  per  oeut 
Capital  over  $1,000,000 and  not  over  $1,500,(M)0,  allowed  40  percent 
Capital  over  $1,500,000  and  not  over  $2,000,000,  allowed  30  percent 
Capital  over  $2,(»00, 000  and  not  over  $10,000,000,  allowed  25  per  cent 
Thiit  provision  of  the  general  tax  bill  of  March  3,  18C3,  Huperaeded 
the  provision  in  the  National  banking  bill,  and  reduced  the  tax  ou  Na- 
tional bank  notes  from  two  per  cent,  to  one  per  cent.  i>er  anncitn  when 
witliin  the  liniitjs  named  in  the  act.     A  National  bank  could,  under  a 
•action  of  the  bank  act,  receive  circulation  equal  to  the  amount  of  itn 
capital  stock.     Upon  ninety  per  cent,  of  this  it  wa«  taxed  at  the  rate  of 
one  pwr  cent,  per  annum,  and  on  the  remaining  ten  pex  cent,  it  would 
Irnve  to  pay  two  per  cent.     If  its  deposits  exceeded  its  cin-ulatiun  It 
IMiid  one  quarter  of  one  per  eent>  ou  such  excesa.     These  taxea  were 
intended  to  bear  equally  on  both  classes  of  banks.     The  act  also  per> 
witted  the  issue  of  circulation  to  National  baaka  to  the  extent  (»f  ninety 
per  cunt,  of  the  current  market  value  of  the  bonds  de]>oMite<l,  nut, 
however,  exo(H.Hluig  the  par  value  of  such  bonds.     This  gave  baak» 
with  a  capital  of  $liX),()00  an  opportunity  of  receiving  circulation  lo  on 
equal  amount  on  $KK>,000  of  Ijoudtt,  if  such  bonds  were  at  n  premiaa 
of  twelvi."  \tvT  cent.     If  the  bonds  were  at  par  they  could  get  $liK3,( 
of  circulation  by  putting  up  about  $11:!, 000  iu  bonds.     It  virtually , 
tlu-ui  an  opportunity  of  investing  a  HUiall  part  of  their  deponlta  ia  United 
BtatvM  bonds  until  thoy  could  gi.<t  circulation. 

While,  therefore,  under  the  Currency  Act,  tliey  had  an  opportunity 
to  obtain  circulation  tti  a  greater  extent  than  ninety  per  nv  '  .-Ir 
capital,  yet  the  provlHions  of  the  tax  law  virtually  tnUi 
within  timt  limit. 

HKCOM.MKXDtTIOS*  OK    MH.    MpC'^LIiOTB. 

llou.  Hugh  McCulltx'h,  Comptroller  of  the  (Jurrency,  In  hi*  mj    ._ 
to  CoiiK'retai  of  November  28,  18<33,  stated  that  up  to  that  dalv  134  Na> 
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Qonol  baaks  had  be«n  organized  aader  the  National  Correnoy  Act. 
Tp  to  the  date  of  the  Ooinptroller's  report  no  circulation  had  been 
iKRied  to  any  of  the  State  institutions.  The  work  of  prt^paring  the 
national  rircuhitioii  had  been  attended  witli  unlooked-for  delays,  but 
Ihit  after  the  banlu  already  organized  were  supplied,  which  would 
ptobnbk  be  accMJinpIJshed  within  the  next  twoinonths,  all  associationa 
be  famished  with  notes  within  thirty  days  froiu  the  time  the 
twere  deposited  with  the  Trea;9urer. 
The  National  Currency  Act,  althougii  admirable  in  its  te^uiing  feat- 
iir*,  was  not  altogether  syminetrical  in  its  arrangement,  nor  even  clear, 
j  1/  it  was  consistent  in  all  its  provisions,  and  the  Comptroller  therefore 
frpcomaicnded  that  tlie  act  Hhould  l>e  carefully  revised.  There  was  am- 
kbi^ity  in  regard  to  the  articles  of  association  and  organization  certifl- 
leate;!,  ai»d  amendments  were  necessary  in  the  provisions  having  refer- 
iiee  to  the  increase  of  capital  stock,  and  in  those  having  reference  to 
tlii^  withdrawal  of  bonds,  and  the  security  which  might  lie  taken  for 
lojuw.  The  section  imposing  a  limit  of  ten  per  cent,  of  capital  upon 
looxu  should  be  struck  out;  and  an  amendment  should  bo  made  in- 
creasing the  limit  of  the  number  of  directors  from  nine  to  thirteen,  and 
requiring  that  only  two-thirds  of  the  directors  should  be  residents  of 
the  State^that  the  officers  and  directors  of  insolvent  National  banks 
sitnuld  be  made  persoually  liable  for  the  debts  of  the  banks,  and  should 
be  punished  criminally  unless  an  investigation  should  prove  tliat  the 
affairs  of  the  institution  had  been  honestly  administered.  This  last 
measure  should  be  adopted  in  place  of  the  individual  liability  of  stock- 
Dlders.  Further  amendments  were  the  reduction  of  the  amount  of 
sk  required  to  be  held  by  a  director,  as  a  qualification,  and  the  repeal 
the  section  requiring  additional  securities  to  be  deposited  in  the  case 
depreciation  of  United  States  bonds.  No  bunk  should  be  permitted 
I  coniinence  business  with  a  less  capital  paid  in  than  f  50,000.  There 
I  no  provision  in  the  law  for  the  voluntary  closing  of  National  banks. 
16  rate  of  interest  to  be  charged  by  the  National  institutions  should 
made  uniform  in  all  the  States;  and  the  penalty  for  usury  should  be 
1  forfeiture  of  the  interest  instead  of  a  forfeiture  of  the  debt,  and  this 
liforui  rate  of  interest  should  be  seven  per  cent.  A  section  should  bo 
srted  authorizing  the  banks  to  make  semi-annual  dividends,  and  be- 
making  dividends  they  should  be  required  to  carry  to  surplus  a 
lain  proportion  of  their  net  profits.  In  regard  to  the  provision  in- 
iuced  by  Mr.  Howani,  which  made  it  the  duty  of  tiio  Comptroller 
nh  national  currency  to  State  banks,  upon  their  deposit  of  United 
I  bonds,  the  Comptroller  remarks  "that  is  difficult  to  conceive  of 
\  meaiiuro  more  likely  to  bring  t  he  national  currency  system  into  conllict 
itrtl»  States  and  into  disrepute  with  the  people, "  and  recommends 
n^pild  of  the  section.  Mr.  McCuUoch  adds  that  with  the  suggested 
Tunsodmends  to  the  act  it  is  not  supposed  that  the  National  banking 
will  be  on  absolutely  perfect  one,  but  it  is  supposed  that  it  will 
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ailord  to  the  people  a  better  bank-note  oironlation  than  any  heretofore 
devised. 

The  President,  in  his  messa^  of  December  8,  1863,  says:  "The 
enaotment  by  Congress  of  a  National  banking  law  has  proved  a  valnar 
ble  support  to  the  public  credit  *  *  *  some  amendment  may  be 
necessary  to  perfect  the  existing  law." 


XV 
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RiUr  nf  the  SiAUs  boiik  opposition  —  AmcndmciiU  intmdacetl  —  Criticisms  and  de- 
tatti  wmtlon  by  miction  In  the  House  —  Mr.  H<y>per'8  spew-hcs  —  Falls  In  the 
lloiwr — Another  bill  liittrKluced  In  the  Senate  by  Sonntor  Sherman  —  Ajjaln  in- 
Irodnccil  in  tlie  ITtrnse  —  Aniendiucnt  of  ta^cation  section — PiuKa^  of  bQl  — 
T»t»n»  up  In  Penxlt;  —  Dch»t«  In  Senate  on  amnndnieDta  seriatim  —  Passagv  of 
bill  with  am<^dnient«  —  ConforeDces  Mid  agreement  between  House  and  Senate 
-  Bin  sitfncd  b)-  the  President. 

PR0PO6BD   AMBM>HE!rrS  OF  THE  NaTIONAX   CURRKNCY   ACT. 

There  were  three  bills  introduced  amending  tbe  bunking  act.     The 

flrat  was  reported  in  the  Ways  and  Means  Committee  by  Mr.  Hooper  on 

I  Miirfh  1, 1864.     It  was  taken  up  on  March  23.     The  bill  wm  read  in  the 

[  Committee  of  the  Wliole.     The  llrst  question  raised  was,  whether  the 

'  Comptroller  should  be  under  the  dit^ction  of  the  Secretary  of  the 

I  Tre««iry  and  appointed  by  the  President  on  his  reconimendation.    This. 

*M  thought  by  some  to  interfere  with  the  President's  power  to  appoint. 

Un  Mr.  Stevens'  suggestion  the  words  "on  recommendation  of  the  Sec- 

frtarv  of  the  Treasury  "  were  stricken  out. 

Kt.  Hooper  then  said  that  the  bill  was  not  to  establish  but  to  amend 

ytlie  laws  governing  the  National  banking  system.     This  system  was  not 

niiuical  to  the  State  banLs,     Most  of  the  amendments  were  of  a  ver- 

I  bal  character  to  make  the  meaning  of  the  law  more  clear  and  distinct 

And  to  avoid  a  mu^nnderstauding  and  different  construction,  but  there 

were  some  important  and  substantial  amendmeiits.     One  purpose  of 

he  amendments  in  to  remove  objections  of  the  State  bfinks  to  the  pres- 

Bt  law.     The  eeetion  introduced  about  the  Rank  of  Commerce,  of  New 

Fork,  provides  the  only  way  in  wliieh  that  bank  can  enter  the  system. 

preference  would  be  to  strike  the  individual  liabihty  clause  from 

bill,  as  the  creditors  have  sufficient  security  in  the  paid-up  capital. 

de  note  holders  are  absolutely  secure,  and  the  creditors  for  amounts 

foad  tlie  capital  can  as  well  look  out  for  themselves  as  can  the  stock- 

iders.     Another  amendment  is  to  require  each  one  of  the  banks  to 

em  its  own  jiotes  in  someone  of  the  redemption  cities  as  well  as  at 

1  counter;  another  is  to  make  the  uniform  rate  of  interest  seven  per 

it.;  another  the  increasing  of  minimum  capital  to  f  100, 000  and  re- 

iii^ng  fifty  per  cent,  to  be   paid  up  before    commencing   business; 

3ther  that  each  director  must  hold  ten  shares  of  stock. 
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The  House  adjoamed  until  March  24,  when  oonsidemdcm  of  the  bill 
was  renewed  in  Committee  of  the  Whole. 

Ai{ttA.mKMBXT  ov  Secretary  Cbaiie's  Polict. 

Mr.  Brooks  spoke  against  the  bill.  He  defended  the  State  banks 
and  said  that  the  intrudactiou  of  this  measure  was  a  confession  of  llM 
failure  of  tlie  act  of  18C3.  He  arrai>rne<l  Secretary  Chase's  policy  and  j 
abscribed  to  it  the  failure  of  the  ^4iate  banks  to  meet  the  want«  of  the ' 
Ooveniiiient.  I  hold  in  my  hand,  he  said,  a  pauiptUet  by  the  t>on  of  AJhert 
Gallatui,  who  says  that  if  Mr.  Clia.se  had  not  misused  the  170  milUons 
of  gold  received  from  the  banks,  the  war  could  have  been  carried  on 
upon  a  hard -money  basb.  He  entered  at  length  into  the  inflation  of 
prices  caused  by  the  paper  money  issues,  and  criticized  the  twelve  dif- 
ferent places  of  redemption,  and  charged  that  the  whole  system  led  to  j 
corruption  and  favoritism. 

Mr.  Keman  criticixed  the  fe.itures  of  the  bill  which  authorized 
Comptroller  to  withliold  his  certificates  froTn  a.*isooiations  when  he  i 
pected  that  the  stockholders  had  not  formed  the  aHSOciation  for  a  le^t- 
imate  purpose;  also  that  provision  which  gave  the  appointment  of  Re-  j 
ceivers  to  theComptniller,  which  power  Mr.  Keman  thought  Khonldbe^ 
in  the  courts.  He  also  regarde<i  it  as  a  grievance  that  the  Xntiuoal 
banking  capital  was  to  be  exempted  from  State  taxation.  He  quoted 
front  tlie  r»>port  of  Mr,  Van  Dyke,  Comptroller  of  the  StAte  of  New 
York,  in  regard  to  the  reduction  of  the  property  subject  to  Ktat«  tAia 
tion,  by  exemptions  from  taxation  granted  by  United  States  lawnt,  par- 
ticularly the  exemption  of  I'nited  States  bonds,  and  the  proponed  ex- 
emption of  National  banking  capital.  Mr.  Keman  did  not  op{Mxie  the  j 
bill,  but  wished  these  matters  pointed  <»ut  by  him  corrected. 

Mr.   I'ruyn  thought  the  banking  department  of  the  (iovemmentj 
should  be  far  removed  front  the  inlluence  of  politioM.     He  prupoMd  j 
that  the  Comptroller  should  be  independent  of  the  tl^>retary  of  the 
Treasury;  that  he  should  be  appointed  by  the  President,  and  that  his 
ofBce  should  be  in  New  York  city. 

Mr.  Hooper  in  answer  to  Mr.  Brooks  referred  to  the  fact  tfa*t 
banking  bill  ha<l  been  prepared  by  Mr.  Gallatin,  son  of  Alttert  (jallatia, 
and  remitrkiHl  that  he  was  willing  that  it  should  be  substituted  f'"-  ')>" 
preeent  one. 

\Vlien  Iho  provifdon  relative  to  the  requirement  of  mtnlmiini  capi- 
tal of  ^lOO.fHH)  was  rvaohrd,  Mr.  KaMfm,  of  lown,  suggcvtMl  an  MDMld> 
ment  allowing  a  minimum  of  95(),(M)0  in  t^wns  with  a  population  of^ 
not   more   tlmn   5,000,    under  the  authority   of  the   Secrotary   of  th«J 
Treasury. 

On  Marrh  2.1  the  bill  was  again  token  up.  Mr.  Hmnks  deaired  thati 
some  reprt'M'ntAtives  of  the  banking  interest*  of  New  York  city  •Itoukl) 
»\u  't..uH«i  with  cfrtiiin  amendments  pmptMed  liy  tlMin.] 

Mi      .  .   and  explained  that  Mr.  Lyman,  baad  of  iheNri 
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Tork  ('Ipflriag-HouBc,  Mr.  Gallatin  and  eight  or  ten  others,  had  spent 

(warly  a  wlmle  afUTtioon  with  the  Coinuuttee  on  Ways  and  Means,  and 

^jttdvQbniitted  their  uinendiuenti^,  most  of  wIdcU   were  very  judinioiis, 

uJ  <rLirh  ha<l  iu  fact  been  adopted  by  the  committee  previous  to  the 

Btwview.    The  i>nly  aiuenduients  reconiinended  by  tlietii,  not  adopted 

the  couimitt,ee,  were  the  one*  having  reference  to  the  removal  of  tlie 

BOiptroller's  office  to  New  York  oity.     On  tliis  day  it  was  found  that  a 

oruiu  of  the  Ilonse  was  not  previent,  and  the  whole  of  the  remaining 

itil  adjournment,  was  taicen  up  in  bruiging  in  the  absent  uiem- 

he&ring  their  exeaseu. 

Banks  op  f50,000  CAPrrAL  Proposed. 

The  bill  was  again  taken  op  on  March  29.     The  amendment  permit- 
ting btuiks  to  be  organized,  under  certain  conditions,  with  a  capita]  of 
JSO.OOO  was  adopted.     Mr.   Pruyn  desired  to  amend  the  law  so  as  to 
Ike  ttu  a.sMX<iation  a  body  corporate  from  the  date  of  the  puldication 
ftbe  notice  of  the  execution  of  its  organization  certificate.     There  was 
De  debate  on  the  «ibject  of  striking  nut  the  power  to  loan  on  real 
*te  seearity.  but  this  was  not  agreed  to  ;  also  on  adding  the  power 
uleal  in  foreign  coin,  and  on  striking  out  the  provision  to  require  a 
ctor  to  be  a  citizen  of  the  United  States. 

Mr.  Elldridge  wanted  every  one  liable  to  be  enrolled  in  the  National 
ea  made  eligible  as  a  director.     It  was  agreed  to  that  the  directors 
ould  hold  office  until  their  succetieors  should  be  elected  and  qualified, 
nd  the  provision  in  regard  to  publication  of  directors  was  amended  so 
%t  »uoh  publication  might  be  made  in  the  paper  published  nearest  to 
■  city  or  town  in  which  the  bonk  was  located,  provided  no  paper  was 
nblislied  in  tliat  place.     The  Comptroller  was  also  given  the  power  to 
^tbhold  his  certificate,  authorizing  the  commencement  of  business, 
btm  he  bad  reason  to  suspect  the  stockholders  of  any  newly  organ- 
riation  contemplated  anything  other  than  legitimate  banking. 
Hohiian  wished  to  increase  the  severity  of  tlie  provision  in  re- 
I  to  the  liability  of  stockholders  by  making  them  liable  nitably  for 
the  debts  of  the  bank;  and  this  failing  to  meet  the  approval  of  the 
wi*e,  he  moved  to  make  the  directors  personally  responsible  for  all 
th  debts.     This  also  failed,  as  did  Mr.  (Sanson's  motion  to  make  the 
bility  of  stockholders  apply  only  to  stockholders  of  banks  which 
ittl  circulation.     The  law  was  also  amended  to  require  the  deposit  of 
leK«  tlinn  f30,fKK;»  in  bonds  before  the  commencement  of  bu.siness, 
also  to  permit  the  Se<'retary  of  the  Treasury  to  is^me  registered 
lids  in  place  of  coupon  bonds  deposited.     The  issue  of  circulation  to 
t  extent  of  eighty-five  per  cent,  on  Ave  per  cent,  bonds,  which  at  that 
»e  were  valued  at  par  in  currency,  was  also  provided  for,  and  the 
signatures  of  the  Register  and  Treasurer  were  authorized  to  be  printed 
I  the  note.*.     Mr.  Ganson  wished   to  have  the  law  permit  National 
>ks  to  issue  notes  under  |£.     It  was  objected  to  this  that  the  Secre- 
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t&ry  and  the  Treaaurer  proposed  to  supply  the  demand  for  siuall  no 
with  the  legal-tender  issues,  but  Mr.  Oanson's  amendment  was  carried 
with  the  proviso  that  the  small  notes  should  not  exceed  one-sixth  of  Xht 
total  i»!suf*fi,  aDd  that  when  specie  payments  were  resumed  no  noK/b 
under  If5  should  be  emitted. 

Mr.  Brooks  intended  to  make  the  Comptroller  independent  of 
Secretary  of  the  Treasury,  on  the  ground  tliat  he  distrusted  the 
tary  of  the  Treasury,  intimating  further  that  favoritism  had  beeusbov 
in  certain  of  the  financial  transactions  of  the  Qoveriiment. 

Mr.  Holman  wished  to  compel  the  sale  of  real  estate  taken  by 
bank  within  six  months  after  its  coming  into  the  possession  of  tbelnstl 
tution.     This  was  rejected. 

FiXISQ  THK    RaTR   op   INTKREST  TO   BR  CHARORD. 

Mr.  Blaine  moved  to  make  the  rate  of  interest  the  same  as  the  le 
rate  in  the  State  in  wbich  the  b.'mk  was  located.     Tliis  was  oppoaed  I 
Mr.  Stevens,  who  contended  for  the  uniform  rate  of  seven  per  cent.j 
but  after  m.ime  discusaion  Mr.  Blaine's  amendment  was  agreed  to.  Altc 
the  amendment  of  Mr.  Holman,  providing  for  the  recovery  of  int« 
over  six  per  cent,  was  also  agreed  to,  Mr.  Shannon  moved  that  the  bi] 
be  returned  to  the  Ways  and  Means  Committee,  inasmuch  as  the 
amendment  txK)k  all  the  value  out  of  it.     When  it  again  ooue  ap  Mr.^ 
Stevens  proposed  to  strike  out  Mr.  Blaine's  amendment  andsub^titut 
the  provi.sion  fixing  seven  per  cent,  as  the  maximum  rate.     Mr.  Btal 
ocmtended  for  his  own  amoudment  passed  the  previous  day  ;  and  I 
referring  to  the  threat  of  the  Ways  and  Means  Committee  that  thej 
would  withdraw  the  bill  unless  sustained  on  the  point  tbey  oontendc 
for,  be  said  :  "I   believe  the  country  will  survive  if  this  bill  nen 
posses.     I  believe  the  country  will  survive  without  tills  30M  millions  uf 
currency,  am  we  now  do."' 

.Mr.  Holman  was  very  anxious  to  make  the  rate  six  inst«ad  uf  »«v« 
per  cent.,  and,  after  some  discussion,  Mr.  Blaine  proposed  as  a  outii'^ 
promise,  interest  at  the  rate  fixed  by  law  in  the  State  where  the  bank  i 
IucuIimJ,  provided  this  rate  does  not  exceed  seven  per  cent.  p«'r  annaia 

Mr.  Pike,  of  New  Hampshire,  expressed  himself  as  prt-frrriiur 
mlditiouul  i.>«*ue  of  greenbacks  to  National  bank  notes.     He 
the  Hyxtem  was  about  a-x  important  to  the  (iovemment  as  dry  ' 
a  man  struggling  in  the  water. 

Mr.  Alley  muved  to  provide  that  no  State  Mhould  luive  the  rtchi 
reduce  the  interest  below  seven  per  ciuit.  as  far  as  National 
couceroed. 

Mr.  KowM^ri.  of  Iowa,  contended  that  uniformity  oould  not  be  i 
so  long  a.«  the  r.  ■  of  interest  was  left  t«>  I  !■ 

of  Now  llain|>^i  ■  (luit  he  did  not  1«>lievf    -  U 

rwipy   would  roHult   from   National  bank  notes  anyway.     He 
"Will  a  hill  of  the  Firwt  National  Bank,  of  Idatio,  r«deeuukhte  fa^ 
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Franctjico,  pass  current  in  Philadelphia — no  one  believes  it. "  He  thought 
tJw  (vmstitutional  legal -tender  note,  on  wbieh  tho  Government  docH 
no<  pay  a  dollar  of  interest,  would  be  driven  out. 

tfr.  Cole,  of  Calif uruia,  did  not  believe  iu  having  two  legal  rates  of 
mtoreet. 
Mr.  Miller,  of  New  York,  thought  it  would  be  a  mongrel  system. 
Notwithstanding    these    objections    Mr.    Stevens'    Hubstitute,  pro- 
viding a  unif oriLi  tiiaximum  rate  of  interest  of  seven  iier  cent. ,  passed. 
Hooper  suggested  that  clearing-house  certificates  should  be  law- 
Boney,  but  Mr.  Stevens  was  opposed  to  this  until  Mr.  Hooper  ei- 
plaliied  that  it  was  for  convenience  in  handling  coin. 

PROVlSIOSrS   FOR  RKDKMPnOIf. 

Charleston   and    Richmond  were  added  to  the  list  of  redemption 
BitJeit.  and  Mr.   Pendleton,    of  Ohio,  introduced   an   amendment  pro- 
viding that  three-flftlLs  of  the  twenty-five  per  cent,  reserve  might  be 
ept  iu  balances  in  New  York,  Boston  and  Philadelphia.     This  was  re- 


Price  thought  that  all  banks  should  be  required  to  keep  an  ad- 
1  twenty-five  per  cent,  reserve  in  bank.     He  contended  that  the 
eeks  in  the  bill  were  not  intended  for  honest  banks,  but  for  "  wild- 
t"  banks,  adventurers  and  speculators. 

Mr.  Hooper  objected,  and  said  that  good  drafts  on  central  places 
were  preferable  to  coin. 

Mr.  Pric^  said  there  was  no  coin  in  the  bill. 

Mr.  Hooper:  Jjawful  money  is  the  erpres.sion.     We  trust  there  will 
be  a  resumption  of  specie  payments. 

Mr.  Price  .  I  ho|ie  the  gentleman  will  live  long  enough  to  see  the  day. 
Mr.  (iriswold  wished  to  insert  Troy,  N.  Y.,  and  Mr.  Blaine,   Port- 
land, Me.,  as  redemption  cities. 

Mr.  Stevens  :  Let  the  amendment  pass.     I  move  to  insert  Stump- 
ton  next. 

Portland  and  Troy  were  inserted,  as  also  Buffalo. 
^^     Mr.  Wilson,  of  Iowa,  moved  to  strike  out  all  the  redemption  cities, 
^^koept  New  York.     He  thought  that  one  place  of  redemption  would 
^^kep  the  bills  of  the  western  bankers  at  par.     Mr.  Stevens  thought 
^^■ew  York  should  be  struck  out. 

^^  Mr.  Hooper  was  opposed  to  Mr.  Wilson's  amendment  suggesting  that 
iJie  fifteen  redemption  cities  would  Bud  it  for  their  interest  to  have  all 
bills  at  par  in  New  York. 

Mr.  Brooks  moved  to  insert  Brooklyn,  and  said  that  the  newly  or- 

National  banks  in  St.  Louis  issued  the  currency  of  the  newly 

ed  National  banks  in  Wisconsin,  and  vice  versa,  and  that  the 

of  Su  Lijuis  redet^med  the  St.  Louis  notes  at  one-quarter  and 

pf  r  cent,  discount,  and  that  tins  was  already  one  of  the  prac- 

fAtions  of  the  bank  law.     He  thought  they  should  strike  out 
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tbe  Beventeen  bids  for  notes  in  different  parts  of  the  TToJon  and  com« 
to  Nmv  York,  the  monet.irjr  centre. 

Mr.  Alley  remarked  that  iis  the  not*a  were  receivable  for  all  public 
debtd,  the  rate  of  exchange  oould  not  be  greater  than  the  co«t  of  trail*- 
portation — nt  the  outside  not  over  one-half  of  one  per  oent, 

Mr.  Randall,  of  Pennsylvania,  said  that  he  hud  always  resisted  ceo- 
tralization,  and  he  now  resisted  the  tlnanuial  centralization  contem- 
plated by  Mr.  Wilson's  amendment. 

Mr.  Wilson  said  that  none  but  n  western  man  could  understand  the 
evil  of  high  exchange.  Thoy  had  pjild  as  high  as  fifteen  per  oent.  on 
wwtem  money,  and  he  feared  that  unless  redeemed  in  Xew  York  tbe 
National  btuik  bills  of  the  West  would  be  at  a  diecoontof  two  or  three 
per  cent. 

Mr.  Alley  believed  that  the  high  exchange  between  the  East  and  the 
West  grew  out  of  the  depreciation  of  western  money,  but  Mr.  Wilsoo 
responded  tluit  the  exchange  was  two,  three,  five  and  ten  per  cent,  in 
the  case  of  bills  of  good  western  banks. 

Mr.  Stevejis  moved  to  strike  out  New  York  city  and  innert  the  wordi, 
' '  and  the  note  of  eacli  National  banking  association  shall  bo  reoelTed 
by  every  other  National  association  at  par.'' 

Mr.  Morrill  thought  (hat  if  Mr.  Wilson's  amendment  was  '"■*«*M 
on  it  would  defeat  tlie  bill. 

Mr.  Hooper  proposed  to  leave  it  optional  with  the  banks  to  rtHleem 
their  circulation  in  New  York  at  a  discount  of  one-ttfth  or  on«-<)uart«sr 
of  one  por  cent.,  or  at  par,  as  the  House  may  fix  it. 

Mr.  WiLson  did  not  agree  to  this,  but  said  he  wanted  to  make  Xhb 
redemption  at  New  York  compulsory. 

Mr.  Hooper's  amendment  was  renewed  by  Mr.  Davis.  Surprise  wm 
manifested  that  Mr.  Wilson,  a  representative  from  the  Went, 
offer  to  part  with  the  privilege  the  western  bankk  had  of 
ing  at  homo,  and  wish  to  make  them  tributary  to  New  York  city.  Mr. 
Wllsiin  replic<l,  saying  it  was  no  privilege  to  a  merchant  in  Iowa,  who 
wanted  to  pay  a  debt  in  New  York,  to  have  Iowa  notes  redeemable  In 
St  Louis. 

Mr.  W.  J.  Allen,  of  Illinois,  asketl  whether  it  was  intended  to  drivfr 
out  alt  circulation  isHutnl  by  State  authority.  This  movement  for  eeo- 
tralization  is  but  u  roinjiuguration  of  the  old  National  Iiiinking  sjmten 
Uiidt'r  the  auspicivt  o!  Nicholas  Hiddh^  Are  we  to  be  trenltsl  with  the 
same  plut'e  of  soup  in  (his  time  of  our  dirust  trouble  which  namMraiMl 
the  stomach  of  the  nation  when  .Jackson  was  at  the  helm  of  State  f 
We  have  no  Jacksuu  now,  but  wo  have  a  man  at  the  wheel  «tf  pi>wrr 
wboeo  early  eduvtttioii.  hi  a  financial  point  of  view,  was  dreadfully  nrff 
leoted,  as  t  suppose.  He  knew  there  was  a  machine  at  work  making 
money.  How  long  did  it  work  without  some  sort  of  aid  1  lly  friend 
Mr.  Mallory  su^Kc^tN  greasing.  I  adopt  the  icmi.  I  am  noStatebuik 
man.     I  bchmg  to  m  (»urty  op[xisi>d  to  »lt  ImnkK     I  luive  beeo  In  favor 
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uf  ihoee  conunodities  cal1»]  gold  and  sUver.  Even  thoagh  I  yraa  a 
Stole  bunk  man  I  couW  not  favor  this  bill.  1  want  information,  I  want 
to  be  educated  tlnanrially.  I  aui  in  the  same  condition  about  tliiBtliat 
I  think  the  I*resideut  of  the  United  States  is. 

Mr.  Kn^OD  thouKht  tliat  places  of  redemption  at  the  foci  of  trade 
would  be  tnore  in  accordance  with  the  course  of  trade.  Much  would 
be  left  to  the  discretion  of  the  Comptroller  in  approving  redemption 

plttCW. 

Mr  Price,  of  Iowa,  tnove<i  to  amend  by  joining  Philadelphia  and 
BotUm  with  New  York  iw  places  where  balances  were  to  be  kept. 

Mr,  Eldridge,  of  Wisconsin,  desired  to  know  what  wjis  meant  by  re- 
demption.    Id  Kentucky  redemption  is  pay  in  whiskey  and  tobacco, 
lu  Wi»xjnsin  they  pay  in  some  places  in  badgers;  in  other  places  in 
shingle  blocks;  in  other  places  in  white  fish.     He  believed  it  had  been 
aaid  of  this  paper  that  "  it  knoweth  not  that  its  redeemer  liveth." 
Mr.  Cravens  moved  to  insert  Indianapolis  with  New  York. 
Mr    Hooper  said  that  the  Comptroller  of  the  Currency,  who  was 
fruui  Indiana,  asked  him  particularly  not  to  in.sert  Indianapolis. 
^m      Mr.  Price  still  insisted  on  joining  Boston  and  Philadelphia  with  New 
^■Turk,  and  said,  in  reference  to  numerous  redemption  places,  that  "a 
^Bl^lemption  that  covers  up  creation  is  no  redemption  at  all." 
^P     Mr.  WiL^on  asked  if  that  expression  was  strictly  orthodox. 

Mr.  Eldridge  then  moved  to  make  notes  redeemable  in  com,  which 

k£icited  the  opposition  of  Mr.  Shannon,  who  wanted  to  know  when  Mr. 
jEldridge  and  his  Democratic  brethren  would  cease  croaking  and  harp- 
ing. It  would  be  but  a  few  years  when  specie  payments  would  be  re- 
Ruued.  Tlie  committee  rose  March  31,  ISW.  The  bill  was  taken  up 
next  day  and  the  provision  in  regard  to  redemption  cities  was  left  with- 
ont  amendment.  When  the  section  as  to  the  declaration  of  dividends 
WRB  read,  Mr.  Law,  of  Illinois,  prfjposed  to  limit  dividends  to  eight  per 
t.  per  annum,  and  that,  after  the  surplus  of  twenty  per  cent,  was 
id  up,  all  net  profits  over  eight  per  cent,  were  to  be  paid  into  the 
■tJites  Treasury  for  the  benefit  of  the  pension  fund.  He  did 
ft  e  that  any  bank  predicated  on  paper  would  succeed      He  was 

iri»«d  that  Mr.  Hooper,  from  the  Hub  of  the  Universe,  a  place  hav- 
ig  more  specie  than  any  other  place,  a  hard-money  man,  should  have 
ought  it  advisable  to  engineer  this  thing  through  the  House.     He 
at  a  similar  iustitutiou  predicated  on  State  stocks  had  been  tried 
jana  and  Illinois.     The  Institution  went  down.     He  proceeded  (o 
lostrate :  "  A  steamboat  on  the  Ohio  put  in  at  a  wood-yjird  on  the  Illi- 
Khore  for  w(x>d,     A  man  sat  smoking  bis  pipe,  careletss  of  all  that 
uig  on."    (Here  the  hammer  fell.)     Mr.  Law  begged  to  finish  his 
B£r.  Price  said:  "I  propose  to  let  that  feUow  sit  there."     Mr. 
w  continned:  "  How  much  do  you  ask  for  that  wood  ? "    '  Two  dol- 
and  a  half  a  cord.'  "Will  you  take  Illinois  paper?"  'Yes,  cord 
r  pord.'  " 
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On  Mr.  Stevens'  luotioii  the  word  rut  was  struck  out  before  proflts 
In  the  section. 

Mr.  Holi  moved  to  strike  out  tlie  words  "or  if  there  be  no  newspa- 
per iu  the  place,  then  in  the  newspaper  published  nearest  thereto. "  Mr 
UaJI  thought  no  bank  should  be  organized  in  a  town  where  there 
DO  newspaper.  In  the  nineteenth  centurjr  the  newspaper  should 
first  and  then  the  bunk. 

Mr.  Eldridge  thought  each  bank  should  be  required  to  run  a  nem- 
paper. 

A  motion  was  introduced  bv  Mr.  Kalbfleiscb  to  add  to  the  thirty- 
fifth  seetiun  a  provision  for  National  banks  to  deal  iu  eouh  other's 
stock,  which  wa.s  lost. 

PAYr>-Q  Out  Notes  Bblow  Par. 

When  the  provision  relative  to  National  banks  paying  oat  no  bank 
money  that  was  below  par,  or  no  money  of  banks  not  redeeming  their 
notes  in  lawful  money,  was  reached,  Mr.  Hooper  moved  that  they  should 
be  permitted  to  do  so  only  aft£r  July  4.  1865,  and  on  suggestion  of  Mr. 
Beoaiaa  he  agreed  to  extend  it  until  July  4,  1866.  He  explained  tliat 
the  aeotion  applied  to  the  paying  out  only  of  the  notee.  They  could 
be  received  by  the  National  banks. 

Mr.  Stevens  thought  that  it  was  unjust,  both  to  the  State  and  to  the 
National  banks,  to  prohibit  them  from  paying  out  the  notes.  He 
thought  that  under  it  the  National  banks  would  not  receive  much  of 
the  State  money,  and  that  it  would  compel  merchants,  who  receive 
such  money  in  their  business,  to  re«ort  to  the  State  banks  to  make  their 
deposits,  and  he  said  that  many  bankers  had  expressed  themselves  to 
liim  as  a^ninxt  the  section,  to  which  Mr.  Hooper  replied  that  the  inser- 
tion of  the  aiuendtuent  of  July  4,  1S66,  had  made  it  satisfactory  to  the 
bankers.  Mr.  Hill  remarked  that  this  provision  was  virtually  a  n>pu- 
diation  of  StAt«  l>auk  notes. 

Mr.  KasiMin,  on  the  other  hand,  said  that  the  provision  permitted 
the  Natiumil  banks  to  take  such  currency  as  they  chose,  and  that  lis 
effect  would  be  to  eaose  the  gra<lual  redemption  of  State  baok  notes: 
that  it  was  in  effect  similar  to  laws  which  already  controlled  many  of 
the  State  banks,  and  that  it  ought  to  be  the  law. 

Mr.  Stevens  thought  that  the  States  might  retaliate  and  prevent 
their  biuiks  from  taking  Natirmal  bank  notes. 

Mr.  Mi>rrill  move<l  to  add  the  words  "unless  the  aasociation  ha» 
tsxued  all  its  <fwn  circulation  lUlowed  by  law,"  whinli  1i    :  it  would 

overcome  the  obJiy-tii>n  t/>  the  provisiim,   but  the  wi  .  kjh  wa« 

flnully  stnirk  out  on  Mr  Stevens'  motion. 

Mr.  KiilbtloiM'h,  of  New  York,  uiovinl  to  strike  out  of  HeoCkwi  41  tlie 
wtmU  "  in  lieu  of  all  other  taxe»,"  inaxmurh  as  ht>  wishmi  Iu  j(iv»  tbe 
States  power  to  tax  the  National  hankji,  nnd  Mr  firinwold  mggHKtfi 
that  tliiK  otTt-i'l  would  In'  prtxluncd  if  thcM-ctinn  went  modi*  to  r«ad  ^'In 
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Bn  of  all  other  national  taxts, "  and  to  add  that  such  associations 
•hoald  be  subject  to  tuxutioii  of  rejiJ  and  pt* rsonal  estate,  the  same  as 
penou8  residitii;  at  their  respective  places  of  baainess  are  taxable  by 
8tl(«aiid  luiinicipal  laws. 

State  Taxation  op  National  Banks. 

tfr.  Hooper  hoped  that  this  amendment  in  regard  to  State  taxation 
would  not  be  adopted.  He  understood  it  came  from  Albany,  and  that 
there  was  a  proposition  before  the  New  York  Legislature  for  taxing 
KatJODol  banks.  On  this  Mr.  11.  W.  Tracy,  of  Pennsylvania,  moved 
that  a  proviso  be  added  ' '  that  no  provision  contained  in  this  act,  or  in 
itny  act  of  Congress  authorizing  the  bonds  referred  to  in  the  sixteenth 
oeotiuii  of  this  act,  shall  be  so  construed  as  to  prohibit  a  State  from  im- 
Iwiingsach  taxes  upon  the  dividends  nf  the  several  banking  associa- 
,  ciatiotis  organized  therein  under  this  act  as  shall  to  the  Legislature 
[  tberwf  seem  just  and  equitable. " 

Hooper  held  that  the  law  as  it  stood  did  not  prohibit  a  State 

I  taxing  the  personal  proiierty  of  an  individual  which  is  invested  in 

i^hank,  bnt  simply  prohibited  taxation  of  the  bank  itself. 

Mr.  Eldridge  stated  tliat  individuals  composing  the  corporation  were 

kin  many  cases  inaccessible,  and  that  if  no  provision  for  the  taxation  of 

'tlivse  new  institutions  is  inserted  in  the  bill,  the  banking  capital  of  the 

tountry  would  take  refnge  from  taxation  in  the  National  8yst«m. 

Mr.  Morrill  argued  that  the  exemption  from  State  taxation  was  Just, 
iiaply    because  the  capital  of  the  National  banks   was  invested  in 
States  bonds,  which  were  not  taxable  by  the  States.     These 
1  were  taxed  by  the  United  States  on  their  circulation  for  license 
on  their  mcome.     It  is  a  fallacy  to  argue  thexn  exempt  from  taxa- 


Hr.  J.  C.  AUen  was  in  favor  of  State  taxation,  and  saw  no  reason 
rhy  investors  in  United  States  bonds  should  not  be  taxed. 
Mr.  Orinnell  held  that  if  jjower  to  tax  were  given  to  the  States  they 
5uld  tax  these  new  banks  out  of  existence. 
Mr.  Washbnm,  of  MassachusettH,  was  in  favor  of  taxing  even  United 
ite»  bonds,  although  opposed  to  giving  the  States  the  right  to  tax  the 
inks. 

An  inclination  to  tax  Unit«d  States  bonds  being  manifested  by  sev- 

ral  memljers  of  the  House,  Mr.  Stevens  said:  "  It  seems  to  me  gentle- 

?n  have  not  sufiBciently  reflected  on  this  propvosition.     1  do  not  sup- 

thero  is  any  member  of  this  House  wno  is  for  viohiting  our  pledges 

le  to  the  nation.     Now,  sir,  these  banks  are  to  have  no  circulation 

loept  vrhat  is  based  on  United  States  bonds,  and  not  quite  to  the 

int  of  the  bonds,  but  within  ten  per  cent,  of  it."    He  denied  that 

chartered  by  the  Government  could  be  taxed  by  the  State,  and 

tht"  ameudjuent  to  this  elTect  should  pass,  the  State  could  tax  the 

out  "f  t'Ti»triifp      Oti  tliis  the  provision  was  rejected. 
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O.  W.  Hotchki^s,  of  Kew  York.  thi?n  moved  a  proviaion  that 
"nothing  herem  shall  exempt  any  association  organized  under  the  a«t 
from  the  same  State  and  municipal  taxation  imposed  on  otber  corpora- 
tions m  the  States  where  such  associations  are  located."  Mr.  Ilotcb- 
klss  did  not  regard  the  fact  that  United  States  bonds  were  invested  m 
the  banking  business  as  an  argument  that  such  banking  buaine»b  bhould 
not  be  taxed.  He  was  in  favor  of  taxing  both  the  United  States  bond* 
and  the  banking  business. 

Mr.  Wilson  believed  that  Congress  had  the  sole  power  to  xax  tbe 
National  banks,  and  that  it  could  not  even  delegate  that  power  to  lb» 
States.  Mr.  Hotchkiss  asked  him  to  permit  the  insertion  of  the  wordi 
"  in  lieu  of  National  taxation,"  and  let  the  subject  of  State  taxation  be 
vested  in  the  courts. 

Mr.  Broomall  remarked  that  tbe  law  did  not  require  the  banks  to 
invest  all  tbcir  capital  in  United  States  bonds — could  not  the  portion 
that  was  not  so  invested  be  taxed  ? 

Mr.  Kasson  said  this  was  not  a  tax  bill,  but  that  there  was  a  tax  \nX\ 
in  preparation  which  would  tax  the  National  banks  heavily  enough. 

Mr.  Broomall  thought  then  that  the  words,  "in  lieu  of  all  other 
taxes, "  should  be  stricken  out. 

Mr.  J.  C.  Allen  waa  opposed  to  exempting  either  United  State*  ^ 
or  banks;  the  tax  amendments  proposed  were  then  rejected. 

On  AprU  2  the  Treasurer  uf  the  United  States  wns  relieved  fron 
destroying  the  notes  of  liquidated  banks  in  tbe  same  manner  as ' 
out  or  mutilated  notes. 

Pkoposed  Contkhsion  of  Statb  Banks  into  Natiosax  Baitks 
WITH  Same  Articles  op  Association. 

Mr.  Hooper  proposed  the  introduction  into  the  forty-fourth 
of  a  provision  that  a  State  Imnk  could  convert  into  a  .National 
tiuti,  luid  y4<t  retain  its  own  articles  of  association,  even  Uauoh 
might  t>e  contrary  to  the  new  law. 

Mr.  liaudall  np|>osod  this  on  the  ground  that  it  waa  in  effect  Stato 
legislation  In  favor  of  the  Hauk  of  Commerce,  of  New  York. 

Mr.  Alley  wlslied  to  provide  that  tbe  liability  of  stockhuldem  of  all 
aaaociatioDfl  should  he  limited  to  the  amouikt  invested  iu  their  Htock*. 

Mr.  Stevens  objected  to  the  amendment  eui  encoura^cing  debate;  be 
wanted  to  get  oo  with  the  bill. 

Mr.  Allen  opposed  any  h'tting  up  on  a  personal  liability  daoaa. 

Mr.  Alley  then  moved  an  amendment  that  the  ttockliolden  of  all 
other  amociations  under  the  act  shtUl  ri'>t  )m.  f>£.r*,.i,«iir  \,^\.\^  Thia 
waac«)eot«d. 

Mr.  Broomall  asked  that  the  prfivi^iom-  <>i  me  MAie  cnurtvpt  of 
Btat«  banka  beoomlng  National  banks  should  be  annoUed.  He  wanted 
Btato  banks  to  oeaae  to  be  State  banlu  when  they  beeano  Natiaoal  baalui 
In  aiuiw«r  to  tnqoiriea  of  Mewn.  Holman,  of  Indiana.  Pike,  of 
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Hampshire,  and  Brown,  of  Wlscotmin,  Mr.  Hooper  explained  that  the 
object  of  his  amendment  to  Section  flity-four  was  to  permit  the  Bank 
of  Commerce  to  go  into  the  s>  stem,  and  he  proposed  it  08  a  substitute 
for  the  siity-third  aeetion,  which  provided  specially  for  that  bank,  for 
the  re^ason  that  a  general  provision  mi^lit  aeem  less  objectionable  than 
A  special  one.  He  knew  of  no  other  bank  than  the  Bank  of  Commerce 
»vhich  vroold  be  affected  by  his  amendment. 

Mr,  Stebbins  eulogized  the  Bank  of  Commerce,  its  services  to  the 
Bovemment,  and  its  high  charact«r.  He  remarked  that  the  object  of  the 
bill  was  to  perfect  the  act  of  1863,  and  the  sixty-four  sections  in  it  were 
the  result  of  the  thoughtful  deliberations  and  reflections  of  the  Comp- 
troller of  the  Currency,  adopted,  after  further  consideration,  by  the 
Ways  and  Means  Committee.  He  had,  therefore,  uniformly  voted  for 
the  proposlriona  of  that  committee. 

Mr.  Alley  moved  that  all  the  privileges  extended  to  the  Bank  of 
CominMi;-e,  including  the  freedom  from  double  liability,  should  be  ex- 
tended to  the  Etockholders  of  other  ai^sociations.  He  reasoned  that  as 
the  bill  holders  were  provided  for,  the  dejwsitors  could  take  care  of 
jlves,  and  tJiat  there  wa«  no  necessity  for  making  stockholders 

le  for  more  than  the  amount  invested  In  their  stock. 

Mr.  J.  C.  Allen  spoke  in  favor  of  retaining  the  liability  clause  in 

I  law. 

Price  contended  that  the  effect  of  Mr.  Hooper's  amendment  was 
to  make  two  classes  of  banks.  He  was  interrupted  by  the  fall  of  the 
hammer. 

Mr.  Stevens  moved  that  the  committee  rise.  This  was  agreed  to. 
Be  tlien  moved  when  the  committee  sit  again  that  all  debate  on  the 
pen<liQg  section  be  closed  in  one  minute. 

Mr.  Alley's  attempt  to  have  stockholders'  liability  struck  out  failed. 

Mr.  Holman  then  moved  that  the  stockholders'  liability  under  the 
act  shall  not  be  impaired . 

Mr.  Boutwell  moved  that  any  State  bank  holding  stock  in  another 
bonk  may  continue  to  bold  that  stock  after  it  becomes  a  National  bank, 
and  Mr.  Hooper  amendeii  the  forty-fifth  section  about  the  security  r^ 
quired  for  United  States  deposits  in  National  banks  designated  as  de- 
;orie«,  by  inserting  the  words  "and  otherwise  "  alter  bonds, 
r.  Holman  aisked  whether  the  words  "and  otherwise"  did  not 
mean  any  six'urity  other  than  bonds,  which  the  Secretary  might  re- 
quire, and  what  other  security  Mr.  Hooper  had  in  view;  to  which  Mr. 
Hooper  replied  that  by  the  present  arrangement  or  rules  of  the  depart- 
ment tlie  Secretary  requires  a  personal  bond  m  addition  to  the  deposit 
of  UnittMl  States  stock,  and  it  was  to  permit  this  custom  to  continue 
that  tlie  words  are  inserted.  Mr.  Holman  said  that  the  United  States 
deposit-s  should  not  exceed  the  par  value  of  the  bonds,  but  this  pro- 
posal was  not  favorably  received. 
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Mr.  Boutwell  then  moved  to  anieud  the  section  ui  rei^ard  to  United 
States  depoeitories  of  public  money,  wliieh,  a«  it  stood,  provided  that 
all  the  pubUc  moneys  with  the  exception  of  receipts  for  customs  should 
be  deposited  with  tbeni,  so  as  to  make  them  finaneiaJ  agents  luervly. 
Mr.  Boutwell's  object  was  to  have  the  banks  employed  as  financial 
agents  In  the  ncKotiatiou  of  bonds  whenever  the  Secretary  might 
require  their  aid.  but  he  thought  the  public  moneys  should,  as  a  rule, 
be  deposited  in  the  Treasury  and  not  with  the  banks. 

Hr.  Stevens  was  of  the  opinion  that  Mr.  Boutwell's  amendment  was 
very  mischievous.  If  the  batiks  jriving  the  required  securities  were  not 
in  effect  places  for  the  public  deposits  it  would  be  better  to  have  no 
banks  at  ail.  To  require  all  tlie  taxes  to  be  deposited  in  the  sub-Tretts- 
nry,  out  of  the  way  of  the  country,  would,  he  thought,  create  trouble 
and  inconvenience.  Mr.  Ward  supported  Mr.  Boutwell,  and  cited  the 
disasters  consequent  on  deposits  in  State  banks. 

Mr.  Morrill  remarked  that  the  ashes  of  the  old  bank  and  sub-TrtMW- 
nry  controversy  will  be  very  interesting,  but  there  was  hardly  tJme  for 
their  enjoyment.     He  opposed  Mr.  Boutwell. 

Mr.  KalbfleJsch,  of  New  York,  moved  to  change  the  word  "may'* 
to  "siiall,"  so  that  the  Secretary  "  shall "  re<juire  the  security.  He 
said  it  woi)  a  very  simple  amendment.  Mr.  Grinnell  thought  it  wu, 
and  therefore  opposed  it.  Mr.  Boutwell's  amendment  was,  however, 
a^eed  to. 

Mr.  Brooks  moved  to  compel  the  designated  depociitories  to  send  nil 
circulating  notes  of  National  banks  to  redetuption  cities  for  redem(>- 
tion.  He  wished  the  new  system  to  be  at  lea^t  an  good  as  the  old  Bid- 
die  Bank.     The  amendment  was  rejected. 

The  forty-sixth  section  as  to  protest  of  notes  not  redeemed  on  pre* 
sentation  was  amended  so  aa  to  permit  the  President  or  (.'aabier  of  tb« 
redemption  agencies,  as  well  as  the  President  and  Cashier  of  the  imi- 
iog  bank,  to  waive  protest.     Agn^ed  to. 

Mr.  Wilson  again  made  an  effort  to  have  redemptloDS  eonfined  to 
New  York,  Boston  and  Philadelphia,  but  the  amendment  waa  again 
rejected.  After  the  reading  of  the  forty-seventh  and  forty-eightli 
tiouM  tlie  committee  aru«e  and  the  House  adjourned  until  M< 
April  4. 

On  April  4,  Mr.  Hooper  moved  to  amend  Section  fifty  so  aa  to  make 
tlie  uiuuey  {mid  into  tlif  Tre^iMury  by  Rt-oeivers  of  National  banks nib- 
Ject  to  the  order  of  the  Comptroller  of  the  Currency,  and  al*a  to  ham 
olaims  proved  to  the  satitifaction  of  the  Comptroller.     Both  agreed  to. 

Mr.  Price  moved  to  strike  out  the  llfty-clghth  section,  provldloff 
peualiifM  fur  niiitilating  notcK.     This  did  not  m(H>t  with  nppmrul. 

Mr.  I  'riadi>  vi'rbiil  uini<n<luiciits  in   tin*  nistiflii   -  >q4 

ohangt"!  ly-iMXHind  MO  lu  to  permit  aMMociatioun  to  c :  u<4f 
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UM  within  MX  months.  Mr.  BrookM  asked  if  this  amendment  did 
with  the  provision  proriding  banks  to  be  numbered,  one,  two, 
Blrte,  etc.,  and  pennittlngtbem  to  take  their  old  nainejs.  Mr.  Hooper 
said  that  was  the  intention;  this  had  Mr.  Brooks'  approval. 

Mr.  Hohnan  moved  to  amend  the  .sixty-second  section  by  adding 
"  tbai  all  the  property  and  efftH»t8  of  the  association  orKanized  under 
this  act  (except  bonds  issued  by  the  United  States  wliich  may  be  ex- 
pressly exempt  from  taTation)  shall  be  subject  to  the  same  taxation  and 
for  the  same  purpose  a*  other  property  of  the  State  in  which  the  asso- 
ciation may  l>c  organized."  This  was  rejected,  and  Mr.  Hooper  then 
moved  to  strike  out  the  sixty-third  section  and  substitute  for  it  a  pro- 
vision, exempting  execators,  administratorB  and  guardians  from  per- 
Kooal  liability. 

Mr.  Nelson  wished  to  add  a  provision  that  the  circulating  notes  of 
aks  aeeured  by  the  pledge  of  United  States  stocks  should  be 
le  for  public  dues,  the  same  as  those  of  National  bank.s,  and 
that  State  banks  should  he  subject  to  the  inspection  and  examination 
of  the  ComptjoUer  of  tlie  Currency.  Mr.  Stevens  said  that  all  that 
waa  necessary  to  show  how  the  proposition  of  Mr.  Nelson  would  oper- 
ate was  to  read  from  the  statement  of  circulation  of  New  York  banks, 
B&llinger  Bonk,  capital,  ^lO.OfJO,  circulation  ^,000.  This  excited 
•oiiie  feeling  among  the  New  York  members,  and  Messrs.  Ralbfleiscb 
and  Keman  said  that  all  the  circulation  of  New  York  banks  was  %- 
rared  by  deposits  of  stocks. 

As  an  offset  to  Mr.  Stevens'  statement  about  the  BaUInger  Bank, 
l£r.  Brooks  read  from  a  statement  of  a  National  bank  In  New  York 
city,  with  a  capital  of  #300,000,  showing  that  it  had  Government  de- 
posits amounting  to?l,4!ll,791;  that  it  had  all  this  Government  money 
vfitliout  interest,  and  at  the  same  time  its  statements  showed  that  it 
littd  loaned  to  the  Government  ^00,000  of  it«  own  money  at  five  per 
[  cent. 

According  to  Mr.  Hooper  the  explanation  of  this  was  that  the  bank 
mentioned  by  Mr.  Brooks  had  been  acting  as  the  agent  of  the  <:}ovem- 
ment  in  the  necfotiation  of  the  Hve-tweuty  loan,  and  that  tlie  deposits 
on  hand  were  simply  the  accumulated  moneys  received  in  payment  of 
bonds,  which  they  had  not  yet  had  an  opportunity  of  remitting  to  the 
Treasury. 

Mr.  Cox  then  attacked  the  general  proviso  lntrodnce<l  by  Mr.  Hooper. 
aa  a  "ubstitute  for  the  sixty-third  section,  under  which  the  Bank  of 
[  f'oinmerce  waa  to  come  into  the  system. 

WlTHDRAWAX  OK  STATE  BABK  CmCCLATIOS. 

Mr.  Ward  proposed  that  a  State  bank  be  required  tn  withdmw  its 
Btate circulation.  He  did  tliis  to  prevent  too  great  Lnllafion,  and. ■stated 
that  thenmonnt  of  paper  circulation  in  loyal  States,  in  which  he  counted 
r-tender  notes,  certificates  of  indebtedness,  seven-thirty  notes,  one 
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Mr.  Boutwell  tbeii  moved  to  amend  the  section  in  reganl  to  United 
States  depositories  of  public  money,  which,  as  it  stood,  provided  that 
all  the  public  moneys  with  the  except  ion  of  receipts  for  customs  sboold 
be  deposited  with  theiu,  so  as  to  make  them  financial  agents  merely. 
Mr.  Bout  well's  object  was  to  have  the  baiiks  employed  as  financial 
agents  in  the  negotiation  of  bonds  whenever  the  Secretary  miffht 
require  their  aid,  but  be  thought  tlie  public  moneys  should,  aa  a  rule, 
be  deposited  in  the  Treasury  and  not  with  the  banks. 

Mr.  Stevens  was  of  the  opinion  that  Mr.  Boutwell's  amendment  was 
very  mischievous.  If  the  banks  giving  the  required  securities  were  oot 
in  effect  places  for  the  public  deposits  it  would  be  better  to  have  no 
banks  at  all.  To  require  all  the  taxes  to  be  deposited  in  the  sub  Treas- 
ury, out  of  the  way  of  the  country,  would,  he  thought,  create  trouble 
and  inconvenience.  Mr.  Ward  supported  Mr.  Boutwell,  and  cited  the 
disasters  consequent  on  deposits  in  State  banks. 

Mr.  Mornll  remarked  that  the  ashes  of  the  old  bank  euid  sub-Treas- 
ury controversy  will  be  very  interesting,  bat  there  was  hardly  time  for 
their  enjoyment.     He  opposed  Mr.  Boutwell. 

Mr.  Kalhfleiseh,  of  New  York,  moved  to  change  tlie  word  "may" 
to  "shall,"  so  that  the  Secretary  "  shall  "  require  the  security.  He 
said  it  was  a  very  simple  amendment.  Mr.  Grinnell  thought  it  was, 
and  therefore  opposed  it.  Mr.  Boutwell's  amendment  was,  bowcTer, 
a^freed  to. 

Mr.  Brooks  moved  to  compel  the  designated  depositories  to  aend  all 
circulating  notes  of  National  banks  to  redemption  cities  for  redemp- 
tion. He  wished  the  new  system  to  be  at  least  as  good  as  the  old  Bid' 
die  Bank.     The  amendment  was  rejected, 

The  forty-sixth  section  as  to  protest  of  notes  not  redeemed  on  prt- 
seDtation  was  amended  so  as  to  pentiit  the  President  or  Cashier  of  the 
redemption  agencies,  as  well  as  the  President  and  Cashier  of  the  iaso- 
{dk  bank,  to  waive  protest.     Agreed  to. 

Mr.  Wilson  again  made  an  effort  to  have  redemptions  a<mfln«d  to 
New  York,  Boston  and  Philodelpliiii,  but  the  amenduiLiit  was  Nuain 
rejected.  After  the  reading  of  the  forty-seventh  and  fortjTH 
lions  the  committee  arose  and  the  House  a/ijoumed 
April  4.  

On  April  4,  Mr.  Hooper  moved  to  amend  Srriio^JHUlp  «» <o  i*n«IMiJ 
tin-  mimey  pni.l  into  the  Treasury  by  R«-ccivj 
jcrt  to  the  order  of  tlm  Comptroller  of 
claJms  proved  to  the  wvriofaction  of 

Mr.   Price  moved  to  utrike  out/ 
penaltiea  for  mutilnritiK  notes. 

Mr   H<)o[j.T  nindf  verbal 
changed  the  Biity-««oond  no  ««j 
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Be«  witbin  six  months.  Mr.  Brook«  asked  if  this  aiuendioent  did 
ftwiiy  with  the  provision  providing  banks  to  be  numbered,  one,  two, 
tUfve,  et<*.,  and  permitting  them  to  take  their  old  names.  Mr.  Hooper 
sai<J  that  was  the  intenrion;  this  had  Mr.  Brooks'  approval. 

Mr.  Tlohnan  moved  to  amend  the  sisty-<»econd  section  by  adding 
"tiiAt  all  the  property  and  effppts  of  the  a.s.snoiation  organizeii  under 
thfe  n<?t  texoept  bonds  issued  by  the  United  States  which  may  be  ex- 
ppraely  exempt  from  taxation)  «=haJl  be  sul>Ject  to  the  same  taxation  and 
for  the  siune  purpose  as  other  property  of  the  State  in  which  the  aaso- 
(■uUion  may  be  organized."  Tliis  wa*  rejeoted,  and  Mr.  Hooper  then 
moved  to  strike  out  the  sixty-third  section  and  substitute  for  it  a  pro- 
rision,  exempting  exe<*at«r«.  administrators  and  guardiana  from  per- 
wnal  liability. 

Mr.  Nelson  wjslied  to  add  a  provision  that  the  circnhiting  notes  of 
Stat«  banks  secured  by  the  ple<]ge  of  Unit«d  States  stocks  should  be 
receivable  for  public  dues,  the  same  as  those  of  National  banks,  and 
tliat.  State  banks  eboold  be  8ubje<>t  to  the  inspection  and  examination 
of  tlie  Comptroller  of  the  <!'urrency.  Mr.  Stevens  said  that  all  that 
was  necessary  to  show  how  the  proposition  of  Mr.  Nelson  would  oper- 
ate was  to  read  from  the  statement  of  circulation  of  New  York  banks, 
Ballinger  Bank,  capital.  flO.O'X),  circulation  972, (MX).  This  excited 
looie  foeling  among  the  New  York  members,  and  Mes.^rs.  Kalbfleisch 
nod  Keman  said  that  all  the  circulation  of  New  York  banks  was  se- 
vored  by  deposits  of  stocks. 

As  an  offset  to  Mr.  Stevens'  statement  about  the  Ballinger  Bank, 
Mr.  Brooks  rend  from  a  statement  of  a  National  bank  in  New  York 
city,  with  a  capital  of  §300,000,  showing  that  it  had  Government  de- 
posits ainoonting  to  fl,4-^,791;  that  it  had  all  this  Government  money 
witliout  interest,  and  at  the  same  time  its  statements  showed  that  it 
bad  loaned  to  the  Government  $500,000  of  its  own  money  at  five  per 

kcc«Jrdfng  to  Mr.  Hooper  the  explanation  of  this  was  that  the  bank 
by  Mr.  Brooks  had  been  acting  as  the  agent  of  the  Govem- 

■~  r"  -.•:■•: '  **f  Qre-twenty  loan,  and  that  the  deposits 

Lffoneys  received  in  payment  of 
artunity  of  remitting  to  the 

Jtnxiuce*!  by  Mr.  Hooper, 
the  Bank  of 


'o  withdraw  its 
'ion,  andstjitwl 
'  'I'f'h  he  counted 
r*i  iliirty  notes,  one 
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tuid  two  ytMT  notes,  and  State  bank  circulation,  amounted  to  $992,1 
376,  atid  that  the  addition  of  the  contetuplated  issue  of  National  bank 
notes  would  make  a  total  circulation  of  about  1,30(1  millions, 

Thk  Intkrkst  Skction  Adoptkd. 

Mr.  Blaine  returned  to  the  interest  section.  He  deaired  to  ha%'e  it 
pro%ide  that  the  mte  of  seven  per  cent,  should  be  tlie  legal  rate  for  a 
National  bank  in  all  States  where  no  rate  was  established,  but  thai 
each  bank  should  be  bound  by  the  State  law  where  such  State  law  ei> 
lilted.  He  remarked  that  this  had  already  been  vote<l  down,  the  objec- 
tion beinjjf  tliat  it  would  destroy  the  uniformity  of  the  system,  but  as 
subsequently  several  provisions  had  been  adopte<l  which  very  Hcriously 
infringed  upon  that  unifonnity,  he  hoped  this  would  also  be  adopted. 
He  referred  jjarticularly  to  the  provision  in  regard  to  the  Bank  of  Com- 
merce, and  said :  "  If  I  invest  in  a  bank  in  New  England  I  incur  a  double 
personal  liability,  but  if  I  invest  in  a  bank  in  New  York  I  do  not." 

After  Mr.  Wil.<vtn  had  moved  that  the  proviso  requiring  timt  the 
rate  fixed  by  the  State  should  not  exceed  seven  per  cent.,  Mr.  Blaine's 
amendment  was  pa&sed  by  the  House. 

Mr.  Van  Valkenburg  moved  that  nothing  in  the  act  sboold  be  so  ooa- 
stmed  as  to  prevent  taxation  by  the  States  of  the  capital  stock  of  a  I 
National  bank.  In  the  same  tnanner  as  property  of  other  corporatloa* 
is  taxed  for  State  und  municipal  purposes. 

DRNimCIATION  OV  THB  NaTIONAIj  BjLSTKS. 

Mr.  Holuuin,  in  speaking  on  this  amendment,  insisti^  that  the  Wip> 
ital  of  Nationtil  banks  should  not  be  withdrawn  from  State  taxation. 
He  charged  that  900  millions  of  favored  capital,  tlie  earnings,  or  ratl)<>r 
the  8[jc>ils,  of  directors  and  stockholders,  made  out  of  this  war,  is  to  be 
relieved  from  th^'  burdens  of  the  (Tovemraenl.  The  (Kiwer  and  wealth 
tbns  created  and  proterte<l  at  the  very  outset  must  become  n  f«*arhil 
a^nt  of  centralism — a  power  stronger  than  the  Oovertuuont,  a  prolt'c- 
tor  of  wealth,  an  oppresmjr  of  labor,  a  monster  dangerous  tu  public  lib- 
erty. To  remove  the  objection  to  Mr.  Vau  V'alkenbury's  rvMilutiun. 
which  Boemed  to  allow  taxation  of  United  States  bondi*,  he  moved  t*> 
tax  dividends  and  all  other  property,  except  United  Stnt4><«  bonds. 

Mr.  Pniyn  sustained  Mr.  Van  Vnlkenburg's  ainendment  .-is  pla<'lng 
the  National  banks  on  the  same  footing  as  tu  taxation,  on  which  the 
Legislature  of  New  York  liad  placed  its  own  bonks.  It  was  a  tax  an 
the  franchise. 

Mr,  llavis,  of  Maryland,  thought  the  bill  might  as  well  be  di 
If  pennlMioD  waa  iri^wt  to  Iho  States  to  tax  National  lYauk.«  at 
pleasure. 

Mr  Keman  endeavomd  to  show  that  under  the  nmenduimt  ittatas 
can  only  tax  the  iittornkts  of  Individuals  in  the  Imnks,  and  tliat  ^imX*> 
taxation  wonKI  th»«ii  prcM  r^nally  <"►  '<*iir..  ■.1..1  \..ii..fiA|  ittstitutiiMvv. 
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Mr.  Durie,  of  Maryland,  contended  that  there  crniM  he  no  nniform- 

itToreqnality  if  the  States  had  the  right  to  tax,  as  the  rule  of  taxation 
«-«fied  in  tiie  rijilerent  States,  and  the  rule  of  taxation  of  different  fomia 
<j(  mpital  in  the  same  State.  There  was  notliing  to  prevent  a  State 
itaiinff  a  horse  at  ont*  rate,  a  cow  at  another,  a  hog  at  a  third,  in- 
Bce  companies  at  a  fourth,  manufacturing  conipanie§  at  a  fifth, 
R!ti>  banks  at  a  ^ixtli  and  National  banks  at  a  seventh. 

Ur  Mnllory  thought  tliat  while  a  hor^e  was  taxed  at  one  rate  and  a 
<;nwat  anotlier,  still  the  rate  was  the  same  for  all  horses,  or  for  all  cown. 
It  wo\i\(\  therefore  l)e  the  same  for  all  bank^.  He  was  unable  to  believe 
tbut  the  National  banks  sliould  be  exempt.  They  received  six  per  cent, 
in  (rold  on  their  bonds,  which  was  equal  to  t«n  per  cent,  in  cnrreucy, 
and  they  bad  an  opportunity  to  make  at  least  twelve  per  cent,  more  by 
tlie  i»<ne  of  circulation.  It  seemed  to  him  that  if  the  States  were  not 
\  given  the  power  to  tax  the  bankt<  it  would  be  a  step  in  the  direction  of 
^destroying  the  States. 

Mr.  Morrill,  of  Vermont,  thought  that  the  power  to  tax  the  National 
banks  given  to  the  States  would  make  the  bill  a  nullity.  The  States 
^might  as  well  have  the  power  to  tax  the  public  buildings  or  United 
States  ships.  If  they  could  tax  them  at  all  they  could  tax  them  out  of 
Mtence.  He  was  in  favor  of  National  banks  to  the  fullest  extent  that 
tice  might  require,  and  since  these  banks  escaped  taxation  by  the 
States  they  should  bear  a  higher  proportion  of  national  taxation  than 
other  personal  property  in  the  States. 

Mr.  J.  C.  Allen  reverted  to  his  old  argnment  against  the  exemption 
|)ital  invested  in  United  States  bonds,  and  was  in  favor  of  giving 
llest  power  of  taxation  to  the  States. 
Mr.  Davis,  of  New  York,  proposed  to  have  the  Secretary  of  the 
iry  transmit  to  the  Treasurers  of  the  several  States  reports  of  the 
lies  ooUeoted  from  each  National  bank  therein,  and  also  to  remit  one- 
eurth  of  the  amount  collected  to  such  Treasurers.  He  was  of  the 
pinion  that  while  the  States  might  not  have  the  right  to  tax  National 
yet  something  was  due  to  them. 
Strouse  was  in  favor  of  taxation. 

State  Taxation  Amexombnt. 

Mr.  Hotchkiss  moved  to  add  to  Mr.  Van  Valkenburg's  amendment 
be  words  "and  no  State  shall  impijse  any  tax  upon  said  associations, 

their  wijiital,  circulation,  di^'^dend.'«.  or  business,  at  a  liigher  rate  of 
kxation  than  shall  be  imposed  by  the  said  State  upon  the  same  amount 

moneyed  capital  in  the  hand**  of  individual  citizens  of  such  State." 
ie  did  not  lielieve  that  the  new  system  would  be  s<>  odious  that  the 

ite*  would  fleslre  to  tax  it  out  of  existence.  Do  not  forget  that  this 
I  the  only  system  we  are  going  to  have.  Bankers  inform  me  they  must 
]e  under  it.  The  State  of  New  York  has  a  banking  capital  of 
[)0,lH)0  and  without  a  provision  permitting  States  to  tax  National 
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iMwkB  this  would  be  entirely  exempt  from  State  and  municipAJ  tjuc- 
ntion. 

Mr.  Eldridgre  thought  that  the  principal  objection  of  tho«e  opposed 
to  State  taxation  was,  that  they  did  not  wish  Nutii>ual  institutions  to 
be  taxed  by  the  States  fo;  fear  the  latter  would  destroy  them.  If  this 
waa  the  case  and  there  was  so  much  hostility  to  the  bill,  tm  this  stat« 
of  thin)?(<  Indicated,  the  bill  hati  better  be  dropped. 

Mr.  Van  Valkeiihur<?  ac<iepted  Mr.  Hotchkiss'  amendment. 

Mr.  r)a\-i8  replied  to  Mr.  EldridRO  that  the  (Tovernment  diil  notexM 
by  the  will  of  the  people  of  the  States,  but  by  that  of  the  jK'ople  of  the 
United  Htates,  There  is  no  hostiUty  to  the  people  in  refusing  to  allow 
the  people  of  one  State  to  $ny  whether  a  National  bank  shall  or  sludl 
not  exist  within  its  borders.  There  could  be  no  rule  of  taxation  in 
States  where  banks  are  not  allowed. 

Mr.  Mollory.  of  Kentucky,  responded  to  Mr.  Davis.  He  did  not 
know  what  the  people  would  become  when  your  armies  shall  have 
crashed  out  all  the  liberty  that  remains  in  this  country. 

Mr.  Ilotchkisa  added  a  proviso  that  no  State  tax  shall  be  imposed  OD 
any  portion  of  the  capital  stock  invested  in  Cnited  States  twnds.  Thl» 
brouKht  out  Mr.  J.  C.  Allen  again  who,  as  osual,  was  oppoeod  to  mak- 
ing any  exemption  on  noooont  of  the  investments  in  Doited  8t 
secarities. 

Executors,  Administkatoks,  btc.,  Rklibvbo  fkom  LiabiLiITT. 

On  April  5  Mr.  Hooper  moved  that  the  debate  in  the  committee  bo 
limited  to  one  minute.  He  then  offered  his  substitute  for  the  sixty- 
third  section,  relieving  executors,  administrators,  guardians  and  tra»- 
tees  from  personal  liability. 

Mr.  Davis  added  a  proWso  to  Mr.  Van  Valkenborg's  ameodnMat 
that  no  State  taxes  should  be  imposed  upon  capital  stock  invested  in 
United  States  bonds. 

Mr.  Davis,  of  Mew  York,  reiterated  his  suggestion  that  the  SeerataiT 
of  the  Treasury  should  eiwh  yciir  furnish  a  stat-emcnt  of  tlje  taxes  paid 
by  the  National  banks  in  each  8lute  to  the  Treasurfr  of  tliat  State. 
B«ith  these  aiiiendtuentH  wt-rc  rejected. 

Mr.  Hooper's  amendment  regarding  guardian*,  executors,  et4^, 
agreed  to. 

Mr.  Prioe  moved  that  no  aasoeiation  could  pay  out  any  DHinejr  wbtah  | 
did  not  circulate  at  par.    This  was  adopted. 

Mr.  Wa^lihume  then  moved  to  strike  out  the  enacting  clause,  to  kill , 
the  hlU.     Tills  was  rejected. 

Mr.  Hohiian  moved  a  snlwtitute  for  the  bill,  vir,. :  To  repe*!  tlio  ad 
of  February  25,  18C3,  and  to  provide  for  the  lli]uldation  of  assoclatknia  J 
created  under  it.     The  la^t  wh-Coi  reserving  the  right  to  Con|tr«n  to 
alttfor  amend  was  rhcn  rend      Mr.  Rrook*  onid  it  wa*  the  only  irnndJ 
on*  Id  U>e  bill.     lie  mov<sl  an  ailditional  M^ctinn  tliat  aasaclAtiuiis  sitall  \ 
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b«  HMjoired  to  retain  the  gold  interest  received  on  their  bonds  to  eecnre 

Ifirfulaiiun  mitil  the  arcumqlation  amounted  to  six  per  cent,  of  the 

Lnserve  of  country  banks  and  ten  per  cent,  of  the  reserve  of  city  bunkit. 

rapport  of  his  viewtt  Mr.  Brooks  read  a  letter  from  Waldo  Flint, 

President  of  the  Eaj^le  Bank,  of  Boston.     This  amendment  was 

;oj^repdto.     Mr.  Bnxiks  tlien  moved  two  atlditionol  amendments; 

Dnc,  !  •  that  whenever  two-thinls  of  tlie  directors  of  a  National 

Ilk  i  from  a  Stute  bank  should  deem  its  further  continuance 

tiieipetJipnt,  it  might  be  placed  in  liquidation ;  and  the  other  forbidding 

KatioDiU  banks  from  doinfi;  a  Savings  bank  business.     In  regard  to  the 

Iter  Mr.  Hooper  asked  if  the  New  York  State  banks  were  forbidden 

An  a  savings  business.     Mr.  Brooks  was  not  sure,  but  Mr.  Hooper 

dieved  it  was  the  practice.     Both  of  Mr.  Brooks'  amendmeDts  were 

|tbiso  rejected. 

On  April  5  tlie  bill,  having  been  finally  read  in  the  Committee  of  the 

Whole,  was  reported  to  the  House.     Mr.  Stevens  moved  to  strike  out 

ntlie  whole  of  it  and  insert  a  substitute  which  was  identical  with  the 

|ori){iniil  bill,  with  the  exception  that  in  place  of  Mr.  Blaine's  amend- 

ueut  making  the  rate  of  interest  to  be  taken  by  a  National  bank  the 

[iaiue  as  that  of  the  State  in  which  it  was  located,  the  provision  per- 

li'tiug  a  aniforni  rate  of  seven   per  cent,  had  been   inserted.     The 

Jment  permitting  taxation  of  National  banks  by  the  State  was 

litted  from  Mr.  Stevens'  substitute. 

Prkjudicb  Aqaiitst  National  Basks. 

Steele,  of  New  York,  was  opposed  to  the  bill.     He  remarked 

kgood  while  ago  there  grew  up  in  this  country  a  National  iusti- 

Bon  wiUed  the  United  States  Bank.     Old  Hickory  Jackson  said  it  wa« 

0'  nnlawful  origin,  contrary  to  the  spirit  of  our  institutions  and  dan- 

erous  ti)  the  liberties  of  the  people.     He  swore  "  by  the  Eternal,"  and 

ed. 

bank,   with  its  thirty  millions  of  capital,    was  so  danger- 

"tw  to  liberty,  and  required  the  wonderful  energies  of  a  Jackson  to 

put  it  down,  what  shall  be  said  of  this  mammoth  with  its  capital  of 

three  hundred  millions  ?    It  may  be  used  to  control  elections,  and 

if  so  used  what  would  happen  f    It  would  become  necessary  that 

tome  enthonastic,  self -sacri tic ing  patj-iot  with  courage  enough  to  speak 

^Mnt  and  call  for  a  Jackson  to  overthrow  it,  and  let  a  greater  than  Jack- 

^Hon  ap|>ear,  what  could  he  do.     A  whole  army  of  Jacksons  would  be 

^Ppipoteut  against  such  an  institution.     (Yet,  according  to  mathemat- 

^Baal  demonxtnttion,  if  one  Jackson  was  enough  to  overthrow  an  insti- 

|Hbtioa  of  tliirty  milUon^t  ten  Jacksons  ought  to  prove  sutflcient  for  one 

^of  three  hundred  millions.) 

After  Kome  discussion  a  vote  wa«  postponed  until  the  substltate 
ooald  be  printed.     The  House  then  adjourned. 
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Mr  Hoopkr's  Speech  in  Favor  ok  trk  Bitr,, 

The  bill  was  taken  up  on  the  6th,  and  Mr.  Hooper  made  the  cloaing, 
Bpeeeli,  and  naid  in  substance :  Since  ho  had  been  criticized  fur  satIc 
the  8tat«  banks  had  outlived  their  iisefalnessH  he  had  been  reminded  i 
tlieir  services  in  the  Revolutionary  War,  but  had  yet  to  learn  that  an) 
were  then  in  existence.     In  1812  the  use  of  their  notes  luid  caused  mnchl 
inconvenience  ajid  trouble.     The  8tat«  banks  of  New  York,  by  the  \\t-\ 
fj^ent  advice  of  James  Gallatin,  who  has  been  referre<i  t«  as  a  rt-pr 
sentatlve  of  a  great  class  of  financiers  in  this  country,  suspended  i<peoifl 
payments  in  December,  1861.     The  Secretary  of  the  Treasury  was  urfi 
to  use  their  notes,  but  rt'fnsed.     This  was  in  his  (Mr.  Flooper's)  opiiiii: 
the  reason  why  Mr.  Gallatin  had  said  in  his  pjiinphlet  that  if  Mr.  < 
had  manage<}  matters  riRht  "  the  State  bonks  could  have  Kone  througb 
the  crisis  snccessfully,  administering  this  Government  as  a  hard  money  , 
Government  to  carry  on  a  hard  money  war." 

He  (Mr.  Hooper)  had  been  oriticiied  for  opinions  in  favor  of 
sounder  currency  advocated  in  some  former  works  of  hin  on  the  sut 
Ject.  These  works  were  written  in  a  time  of  peace  and  pronperity,  bal 
the  arfoiments  used  then  were  sound,  and  are  now  sound.  In  the  sam« 
w«)rk  he  had  said  that  if  paper  money  Is  ever  useful  in  a  country  it 
in  times  of  great  emergency.  When  the  banks  suspendeti  specie  pay^ 
ments  in  Deoewber,  1861,  it  seemed  to  him  that  the  great  emergenej 
had  come.  In  the  use  of  State  bank  circulation  he  feared  (ions«<|uen^ 
oes  similar  to  those  of  1812.  when  one  travelling  from  New  York 
Washington  found  his  money  increase  as  he  went,  and  when  liei 
Washington,  althougli  travelling  expenses  were  higher  than  dow, 
had  more  money  than  when  he  started.  This  state  of  things  waii  sadlj 
revened  on  tl)e  return  Journey.  Owing  to  the  dcpnx'iation  of  BtAti 
currency  the  Govemiueut  often  received  leas  than  llfty  per  cent, 
value  for  its  loans.  Mr.  Calhoun  at  this  time  said  that  the  liovent 
homed  its  paper  bearhig  six  {tor  cent,  interest,  and  for  every  ht 
dollars  of  it  took  sixty  doHan  in  depreciat^rHl  Htate  bank  paper, 
then  suggested  that  the  Oovenmient  issue  its  own  notes  in»*ti»g 
a  legal  tender,  exerdse  Its  constitutional  powers  against  tlieStat* banks 
and  tax  them  out  of  existence. 

He  reminded  the  New  York  bankers  that  after  Baspaasloa  In 
tht'lr  l)f»ftMted  St«t<<  bank  currency  ^too<l  no  better  in  '  >f  thai 

tlion  ''wild-cat  "  currency,  which  he  t<M.k  to  mean  ii ;  't>le 

Dotefi     The  New  York  banking  law  contained  some  very  excellent  pro- 
visions, and  some  that  were  objectionable.     He  <jou>*idered  it  obj« 
able  that  twenty  five  banks  with  a  capitAl  of  (1,93?.1M8  ooald  taa 
culatlnn  amounting  to  tfl,n98,fJR8.   The  oxperienw  of  1812  slumJd  i 
all  f<>el  grnt^^ful  to  the  Secretary  of  the  Treasury  tliat  lie  had 
refuso<l  to  take  .Stnte  bonk  notes.     It  has  been  assorte*!  that  the  law  < 
last  yviar  wo*  unfndnniblfi  iMicnuM  it  bad  bean  fonod  necwHary  M 


CURRENCY  ACT  OF  JUNE  S,  I864, 


253 


amend  h.    The  law  was,  on  the  contrary,  a  good  one.    It  had  some 
imperfectionB  which  it  wus  proposed  to  amend.     Its  passage  estab- 
Medamost  iuiixirtaut  priaciple,  and  the  brief  experience  of  a  single 
fau  has  been  satisfiictory.    The  State  banks  are  opposed  to  the  bill, 
^  becanse  they  are  deriving  large  profits  from  tlieir  depreciated  circula- 
on.    They  nse  the  legal-tender  notes  as  a  basis  for  the  expansion  of 
[thfir  own  issnes,  as  iii  ISiiG  and  1857  they  did  the  influx  of  gold  from 
[CaJifomin.     It  may,  with  as  much  propriety,  be  said  that  the  gold  of  Cal- 
ifornia cau-seil  the  suspension  of  1857,  as  that  the  linoncial  plans  of  the 
etary  have  been  the  cause  of  the  present  depreciated  condition  of 
I  currency.     It  has  been  asked  why  does  not  the  Government  dimin- 
I  itii  paper  cirenlation.     The  only  consequence  of  such  diminution  at 
he  present  tuue  would  be  that  the  State  banks  would  issue  so  luueh 
iBiore  of  tlieir  irredeemable  paper.     TIio.se  banks  are  watching  for  every 
[opportunity  to  exjjand  their  issues.     There  is  no  expense  to  them  in 
ItLin  but  the  cost  of  (laper  and  printing,  and  the  trouble  of  signitig  the 
tltutfx.     On  the  contrary  the  National  banks  are  restricted  as  to  the 
Jtmoant  of  carreney  they  shall  issue,  and  the  rate  of  interest  they  shall 
The  Seeretary  of  the  Treasury  cannot  hope  to  control  depre- 
of  the  currency  unless  tlie  issues  of  the  State  banks  can  be  reg- 
Blflfod.     It  is  in  hi.n  (Mr.  Hooper's)  opinicm  as  indefensible  in  principle 
iliffluea  piece  of  paper  m<^iney  witiiout  the  Oovemuient  impress  as  it 
ifoalJ  l>e  to  issue  a  pieoe  of  metallic  money  without  that  impression. 
The  laws  regulating  the  issue  of  paper  should  declare  the  issue  of  any 
lier  notes,  except  those  authorized  by  the  Government  of  the  United 
Bfat««t,  to  he  as  great  a  crime  as  coonterfeiting  the  coin  of  the  country. 
his  bill  is  not  inimical  on  State  banks.     They  can  all  come  under  it, 
uid  the  object  in  supporting  the  bill  is  to  bring  them  all  under  it.     He 
,  iiuped  the  (Government  would  exercise  its  power  of  taxation  to  tlie  full- 
|CFt  advantage  in  order  to  control  the  issue  of  the  paper  circulation  of 
►i^uutry.     Patriotism  alone  should  lead  the  State  btuiks  to  surren- 
ae  regulation  of  the  currency  to  the  Government.     To  the  ques- 
on,  "  Why  should  not  the  Government  issue  its  own  notes,"  he  re- 
ilied  that  it  was  unfair  to  the  State  banks  to  compel  them  to  retire 
beir  circulation  and  lose  the  profit  upon  it,  to  make  way  for  Govem- 
eat  issues;  but  under  the  National  law,  in  heu  of  tlieir  retired  circu- 
tiou.  Congress  gave  them  a  chance  to  go  into  the  National  system  and 
".    ■'  'U  under  it. 
le  1  that  specie  payments  would  soon  be  restored  were  the 

tlrement  of  State  bank  circulation  accomplished.  When  this  hap- 
Bned  the  Government  notes  would  be  withdrawn,  so  that  specie  would 
be  the  only  money  of  the  country.  If  the  right  to  issue  paper 
ley  were  confined  to  the  Government,  and  there  were  no  National 
ak  notes,  he  feared  that  the  legal-tender  notes  would  not  be  with- 
drawn, and  tliat  they  would  continue  permanently  an  irredeemable 
catreacy.     Government  notes  can  only  be  issued  in  payment  of  the 
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debts  of  the  Treasury,  and  therefore  such  a  currency  must  at  times  \ 
less  Xh&n  the  requirements  of  business.  He  reiterated  bis  claim  madft 
in  the  course  of  debate  that  without  any  speciflc  authority  to  the  States 
to  tax  the  banks,  the  incomes  of  individuals  Interested  in  such  banks 
were  taxable  under  the  State  laws,  and  that  to  give  the  States  power 
to  tax  the  National  banks  was  to  grant  the  power  to  destroy  them.  If 
Bueh  a  provision  is  attached  to  the  bill,  he  should  oppose  It.  J 

Most  of  the  amendments  were  then  voted  down.  \ 

The  tax  provision  and  Mr.  Blaine's  amendment  as  to  interest  were 
passed.  This  seems  to  have  disgusted  Mr.  Hooper  and  many  of  the 
friends  of  the  bill  and  Mr.  Stevens  moved  that  it  be  liiid  on  the  tabia, 
whinh  WHS  done  by  a  vote  of  ninety  to  forty-four  on  April  6,  1864. 

On  April  8  Mr.  Sbermtui,  in  the  Benat«,  by  unanimous  consent,  ob- 
tained leave  to  introduce  Senate  Bill  No.  224,  to  provide  a  national 
currency.     He  said  it  was  the  same  bill  perfected  in  the  House  of  R«p> 
resentatives,  but  a  mlsmiderstanding  or  disagn^ment  of  it9  friends  d< 
feated  it.     This  was  referred  to  the  Finance  Committee. 

Biiii.  Ahbxdkd  AJTD  Passed  bt  thr  HotrsE. 

On  April  11  Mr.  Hooper  introduced  House  Bill  No.  395,  to  provide^ 
n  nntional  currency,  etc.,  and  c4i  the  16th  the  bill  catue  up  for  consid- 
eration.    Mr.  Hooper  stated  that  the  only  cliange  was  in  the  forty-Ant 
section  about  taxation.     The  amended  section  was  as  follows: 


"■'  Ptvrtdml  that  nutlitnif  In  this  not  ahaJI  )>e constnuNl  to  prertnt  tbe  msrint  nine 
of  the  shotTB  In  nny  of  tbc  said  lionkinK  Asioc-iutinna  held  by  any  person  or  \ntAy  c>wr-  ■ 
piiruUs  cm«l»l  by  State  law,  tteliit;  IdcludM  In  llio  raluAtivn  of  the  ■^grR^tu  pir<J 
sonal  p«ci|xTty  u(  oucli  pcnoa  or  Slate  oorpomtion  In  ■■■rwitm  soy  tax  taapoMd  I 
■ay  State  nr  tnunlcl|)al  nuthortty  on  tlic  •((gregMe  pcnonal  property  of  all  ] 
sntti«rt  hi  ih«  authority  of  auch  Siste  or  inanicipaUty." 

Mr.  Wiwhbume  moved  to  amend  this  by  re»<t rioting  banksfiroin  1 
big  on  real  se<;ur!ty.     This  was  accepted  by  Mr.  Hooper  and 
Mr.  Fenton  then  proposed  to  amend  the  taxation  aeotion  as  foil 

"And  Ibst  nothinji  In  ihl*  tw-t  «>uiU  lM<con«tp)<«1  to  prereot  tbe  ^»5P*t^  byf 
of  the  cvptUU  nt'.K'k  of  bankit  ofKunlm]  under  thla  act,  Uw  nine  as  Ibe  pcopoty  i 
iithiT  nionpycd  coritoratliinti  for  Stntr  or  tnuntclpal  pBrpaaeB,  but  no  Sutt*  aiiall  tm- 
[Mitac  any  tax  np/n  rxtrh  a.HMH'irttlnnii  or  th<Tlr  r«i<ltal,  rtrnitatloB,  dlvMmvl*,  nr  boal- 
Dtaa,  at  a  hlichrr  rate  of  taxation  Ihiin  kIihI)  If  '  \  «ocli  State  aune 

atnoiinl  of  nioncycMl  mpltul  In  tlio  liaiiUs  of  liid.  '.riia  uf  ancli  .  iJad 

tliat  nil  ftat«>  tax  nhall  \f  liii|><iMtl  on  am  |Mtrt  >>X  ttn'  iMitillal  ittiickol  iutuhaa»MCla 
Hon  lnvi-*»»tl  In  thi«  h<>nilp«>r  tho  rnifrxl  S(a(><MiIt<|i<»llf<l  a«  iwcarity  for  tta 
lion." 

Tliia  aiarnilmi'-nt  wum  ptuuwii,  i\x\i\  nn   \pril  2U  tht>  bill  ' 
after  an  attempt  to  recousidt<!r,  jnu'li'  l.'V  Mr.  Hroului,  and  nzwtther  1 
ta!ik>  by  Mr.  Uuluiau,  bad  been  defeated  by  a  vote  vi  Beveoty-ciglil  I 
■ixtytUrec. 
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On  the  next  day  the  Senate  made  the  Hotue  1)01  a  special  order 
br  April  2fl.  On  April  8  a  similar  bill  had  been  introdaced  in  the 
kiiute  and  referred  to  the  Committee  on  Finance.  On  the  20th  Mr. 
in  reported  it,  and  it  was  made  a  special  order  for  the  next 
ly,  the  2Cth.  On  the  26th  both  measures  were  taken  up.  The 
iMfodiiients  of  the  Finance  Committee  were  voted  upon  as  they  were 
in  the  reading.  In  the  first  section  the  words  ' '  by,  and  wit-h 
Ivice  and  consent  of  the  Senate,"  were  struck  out.  Mr.  Fesaenden 
lined  tliat  it  interfered  with  the  power  of  removal  by  the  Presi- 
ut.  It  was  held  that  in  all  other  cases  the  power  to  appomt  included 
>wer  to  remove,  and  he  saw  reasons  why,  in  case  of  unfaitbful- 
Tihe  President  should  have  power  to  remove  the  Comptroller  of 
)  Currency  during  the  recess.  He  also  saw  reasons  why  the  Comp- 
iler should  be  politically  independent.  It  was  thought  best  to  strilie 
Bt  the  wordsL  If  the  House  wished  to  retain  them  it  could  be  settled 
I  oonferenoe  committee. 
Kr.  Buckalew,  of  PennsylvaDia,  thought  removal  should  be  on  rea- 
sons to  be  reported  to  the  Senate ;  but  Mr.  Fessenden  remarked  that 
the  words  would  not  interfere  with  the  power  of  removal,  as,  although 
the  ivasons  might  not  be  satisfactory  to  tlie  Senate,  this  would  produce 
BO  eSeot  on  the  previous  act.  Mr.  Pomcroy  said  the  Senate  could  then 
refaae  to  confirm  the  successor,  on  which  Mr.  Fessenden  replied  such 
bourse  would  only  make  confusion.  Mr.  Howard  thought  that  the 
Pfwideut's  power  of  removal  should  not  be  interfered  vntb.  He  must 
be  responsible  for  his  acts  to  tlie  people. 

■       pRonsioss  OF  THK  BiLL  Exflahtbs  by  Mr.  Shkrhak. 

Mr.  Sherman  then  made  a  general  explanation  in  regard  to  the  bill. 

H«  said  that  nearly  all  the  provisions  contained  in  the  law  of  last  year 

v«re  in  the  present  measure.    There  had  been  many  changes — most  of 

tiieut,  however,  were  changes  of  detail,  transpositions,  and  verbal  mod- 

i^cations,  making  the  law  more  effective  and  easy  of  execution.     There 

^  »ere,  however,  six  or  seven  important  propositions  which  would  be 

keJy  to  attract,  the  attention  of  the  Senate.     Tlie  first  proNided  centers 

redemption.     The  old  law  required  redemption  only  at  tlie  counter 

the  bsink.     The  second  was  as  to  taxation  of  the  banks.     The  old 

left  doubts  as  to  whether  they  could  be  taxed  by  State  or  municipal 

thority.     The  general  impression  was  that  they  could  not,  and  the 

it  law  is  intended  to  define  this.     The  amendment  of  the  Finance 

Conmilttet*  proposes  that  these  banks  shall  be  taxed  by  State  and  muni- 

oipal  authority,  and  tluit  the  stockholders  themselves  sliall  be  taxed  on 

eir  stock  as  upon  personal  property.     A  third  important  amendment 

Hit  permitting  the  conversion  of  State  banks.     The  fourth  is  in  re- 

tu  the  rate  of  interest.     The  House  bill  fixes  it  at  seven  per  cent. 

I  old  act  left^  the  legal  rate  to  the  State  control.     The  Finance  Com- 

ati  have  put  it  back,  substantially  a^  it  was  last  year,  leaving  the 
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rate  to  be  fixed  by  State  law.     The  fifth  important  auiendiuerit  relates 
to  the  kind  of  stocks  that  umy  be  used  88  a  ba^is  for  baukiug.     Tuder  i 
the  old  act  any  kind  of  bonds  could  be  received  on  deposit.     Undtir  thUi 
nothing  but  restored  bonds  held  in  trust  could  be  ko  received.     Mr. 
Henderson  asked  if  the  live  per  cent,  bonds  could  be  used.     Mr.  8her-I 
man  said,  yes,  notes  to  a  certain  pt'rcentage  of  their  par  value  cuti  be] 
iHsae<l,  and  there  must  always  be  a  difference  of  ten  per  cent,  between  j 
the  market  value  and  the  eircuhition  lecoived.     The  Comptroller  cani 
<!all  fur  money  or  new  securities  to  make  up  any  difference.     The  (liithl 
important  aiuendment  is  the  permission  to  issue  a  certain  proportion  of  J 
noteH  under  five  dollars,  which  last  was  the  lowest  denomination  under  I 
the  old  law.     Mr.  Sherman  did  not  mean  to  discuHs  the  measure  unle«l 
compelled  to  do  so  by  the  course  of  debate.     He  had  done  this  a  year] 
a^  and  the  experience  of  one  year  had  made  him  ooofldent  that  tbe| 
Bystt'D)  could  be  made  a  success.     He  also  explained,  in  reply  to  a  (jae 
tJon  of  Mr.  CoUumer,  thut  the  double  personal  liability  was  to  extend 
to  stockholders  of  converted  State  banks. 

A  Cektaix  Bastk  Exkmptko  from  Doublk  Liabilitt  or 
Sharkholdbrs. 

A  provision  as  to  the  Comptroller's  bond  was  amended  ao  aa  noi^ 
require  freeholders  as  sureties.  Verbal  amendments  were  made 
Heetiooa  six  and  nine.  Section  six  contained  a  provision  that  tltestoek'H 
holders  of  banks  with  a  paid-in  capital  of  five  millions  should  be  lit 
only  to  the  amount  of  their  stock.  It  was  amended  to  make  the  re- 
quirement 16,000,000  of  paid-in  stock  and  a  surplus  of  twenty  percent. 
Mr.  Sbemiao  said  the  purpose  of  this  amendment  was  to  enable  th«J 
Bank  of  Commerce  of  New  York  city  to  enter  the  system  under  < 
tional  conditions  and  to  oonilne  the  exception  to  that  bank  •laBOkf 
This  institntion  wils  the  largest  bank  in  the  United  States.  It  bad  no 
circulatinn.  Its  articles  of  association  or  co-partnership  were  said  (o^ 
iMve  been  framed  by  Chancellor  Kent  in  18Sfl.  It  was  organlted  witlxfl 
a  view  to  su(x!rse<le  the  old  Bank  of  the  United  States.  The  direoterafl 
<lid  not  object  to  the  liabiUty  clause  of  the  act  and  wished  to  go  inlofl 
the  syxtem,  but  were  restniined  by  their  articles  of  aasoefattoft  wUkih  " 
niade>  it  ueoeasary  that  any  change,  whereby  a  stockholder  shoald  be 
rendered  liable  In  Ids  Individual  capacity  for  the  debts  of  the  aaaoefab- 
tlon,  should  be  made  only  by  the  consent  of  vvery  stockholder.  The 
stuekboldera  number  2,500  and  are  settled  all  over  the  worid,  and 
U  Impossible  to  obtain  their  consent.  The  dlrectom  and  tOM 
the  iMink  dodre  to  come  In  ;  they  are  very  strong,  holding  91<,00(KC 
of  Qovemment  seearitics  ,  they  have  been  frisnds  of  the  OoremiDsnt 
and  they  loon  it  tlieir  money  freely. 

Mr.  Collamer  thouitbt  that  the  prnvlsioa  for  the  Wiriinnlat4ni 
sarplus  made  every  bank  keep  up  one  of  twvnty  |Nir  onnt.     In 
Mr.  Sherman  told  that  the  purpose  was  to  requirr  the  Bank  uf  < 


CUnREyCY  ACT  OF  JUNE  S,  1864. 


25  r 


Miiffc^  to  keep  op  the  twenty  per  cent,  surpltu  iu  addition  to  that  re- 
luircd  by  the  act. 

Mr.  Griuies,   of  Iowa  and  Mr.    Henderson,   of   Missouri,  proposed 
nwkiuisf  n<i  esception  of  the  Bank  of  Commerce. 
MeKBTB.  Sumner  and  Fessenden  supfwrted  Mr,  Bheriuan. 
Mr.  Cowan  remarked  that  tlie  Bank  of  Commerce  wasi  an  excep- 
tional eiise,  even  under  the  banking  laws  of  New  York. 

Mr.  Wilaon,  of  Massachusetts,  inquired  why  any  personal  liability 
clniuje  was  necessary.  He  did  not  think  the  Government  should  look 
*/ter  the  intersMt  of  depositors  and  <rre<litors,  but  Mr.  Ponieroy  thought 
it  wfw  the  ea«ie«t  liability  clautte  that  was  ever  contained  in  a  bill. 

Mr.  Sherman  thought  it  was  not  only  an  eai<y  liability,  but  an  eai^y 
one  to  enforce.     He  would  not  give  a  cent  for  a  lawyer  that  could  not 
Cfjliert  what  was  due  from  each  stockholder.     The  amendment  of  the 
>mmitt«e  passed. 

he  next  amendment  wa.<»  in  Section  fifty-two  pennitting  National 
t«)  reduce  their  capital  and  withdraw  their  bonds  to  an  amount 
iot  below  the  minimum  by  delivery  of  their  circulating  notes  to  the 
'Comptroller. 

The  nest  cliange,  in  Section  twenty-six,  authorized  the  Secretary  to 
pemiit  on  exchange  of  bonds,  if  he  were  of  the  opinion  that  such  a 
duu^e  could  be  made  without  prejudice  to  the  United  Statues. 

Mr.  Henderson  wanted  to  know  if  this  amendment  would  permit  the 
^^abstitutioa  of  any  bonds  that  may  hereafter  be  iauued  by  the  United 

^fclOttft. 

^^B      Mr.  Sherman :  It  is  simply  to  allow  the  change  of  one  class  of  bonds 

^^l^r  another. 

'  Mr.  Henderson :  That  is,  any  bonds  hereafter  issued. 

^^      Mr.  Sherman  :  The  fourth  section  of  the  act  described  the  kind  of 

^^onds  wtiich  may  be  used — United  States  bonds  bearing  interest  paya- 

^fcle  iu  gold.     This  amendment  was  agreed  to. 

^"   Rkai.  Estatk  Takbs  to  Securk  Prkviouslt  Existing  Debt. 

Several  verbal  amendments  followed  and  Section  twenty-eight  was 

M-a  t»o  amended  as  to  allow  a  bank  to  hold  real  estate  mortgaged  to  it 

good  faith  for  debts  previously  contracte<l.     Mr.  Shennan  assured 

[r.  McDougall  that  tlus  gave  banks  no  right  to  loan  on  real  estate,  but 

'  a  d(>bt  b  contracted  they  may,  in  order  to  secure  it,  take  a  mortgage 

lliat  de>>cription  of  property. 

rtiun  thirty  was  then  amended  so  as  to  permit  National  banks  to 

the  rut*  of  iutere.st  allowed  by  the  laws  of  the  State  or  Territory 

the  bank  is  located,  and  no  more,  and  when  no  rate  is  fixed  by 

he  law  of  the  Slate  or  Territory,  the  bank  may  take,  reserve,  or  charge 

rate  not  exceeding  seven  per  cent, 

Section  40  wati  amended  to  allow  State  bank  officers  to  inspect  the 

Ib«t  of  rtockhohiers  of  National  banks. 
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The  tax  section  was  then  reached,  and  thepro^'inon  in  regard  to  the 
taxation  of  National  banks  was  reported  by  the  Finance  Cominlitee  as 
follows  : 

"  That  Dothlug  lu  this  act  nhall  be  coDBtrued  to  prevent  tbe  market  value  of  Ibe 
BliareH  of  any  of  tbe  said  associaMoiu.  held  by  any  person  or  body  oorporalv,  from 
being  lnclude<I  in  the  vuluation  of  the  iiersonal  property  of  »uch  person  or  corjxifi*- 
llua  In  the  aaitessiuetit  of  all  Uixca  Imposed  by  or  under  State  authority  frrr  Slate, 
<rouuty  or  monioipal  pur|x>8es,  but  not  at  a  greater  rate  than  Ih  awtcssed  upon  other 
moneyed  capital  in  the  hands  of  individual  citizens  of  each  State,  und  all  the  rrnir- 
dlee  provided  by  \HuXv  lawa  (or  Ibe  collection  of  such  taxes  shall  be  applicable 
thereto  ;  provide<J  aluo  t)ut  nothing  in  thl^  Act  shall  exempt  the  real  oatale  o(  a«K>- 
ciotlons  from  either  State,  county  or  municipal  taxes  to  tbe  same  extent,  acoonllng 
to  ita  value,  aa  other  real  estate  ia  taxed." 


8TATK  Taxation  op  Nationaij  Babxs. 

Mr.  Chandler,  of  MichiiTan,  objeoted  to  striking  out  from  tbe  aee- 
tion  as  It  cAiue  from  the  House  the  provixo  exetupting  capital  Inreeted 
in  United  States  bonds  froui  taxation.  He  thought  the  change  nude 
by  the  committee  gave  the  right  of  unlimited  taxation  to  the  States. 

Mr.  Pesaenden  said  that  the  Committee  on  Finance  bad  considered 
and  reconsidered  the  matter  with  the  view  not  to  kill  the  hill,  but  to 
make  it  acceptable  to  the  people  of  the  States.  The  committee  thought 
tliat  the  proviso  aiiopted  by  them  would  be  benflcial  to  the  system. 
He  thought  it  came  to  the  very  simple  question  who  should  tax  tb** 
stock,  nut  the  circulation,  not  tbe  deposits,  not  that  which  re- 
lates exclusively  to  banking  purpoees,  and  operates  for  banking 
purposes,  but  which  operates  upon  so  much  actual  property  in- 
vested by  the  individnalit  owning  the  property  and  residing  iti 
the  States  upon  that  particular  amount  of  property.  The  proposi- 
tion as  it  came  from  the  House  of  Representatives  is  delusive.  It  says, 
you  may  tax  stock  in  the  hands  of  individuals,  but  exempts  what  is  in- 
vested  in  banks.  We  do  not  break  faith  in  permitting  bank  t>tock»  to 
be  taxed  even  if  invested  in  Unit<>d  Stntes  bonds.  When  United  States 
bonds  are  exempted  they  are  simply  exempted  as  property,  but  not  as 
property  invested  in  the  t>anking  business.  Those  entering  into  tbe 
banking  business  are  penuitted  to  deposit  their  bonds  Jtut  a*  titejr 
might  be  required  to  deposit  spet'ie  or  other  pru|M>rty.  The  power  of 
tlie  States  to  tax  is  limited  by  the  amendment  of  the  oomtxkittee. 
"They  must  tax  tliis  property  thus  invested,  precisely  as  they  tax 
other  perMjnal  property,  and  to  no  greater  extent."  These  were  sob- 
stantlaily  tbe  views  which  had  guided  the  oomiulttee  in  oomiog  to  this 
oondasian.  Mr.  Chandler  insisted  that  meet  of  the  States  protect  tbelr 
systems  iroas  looal  taxation  by  imposing  •  State  tax  In  Ilea  off  all  other 
taxes.  Mr.  Fessenden  said  the  Senator  was  mistaken  ;  that  in  New 
Hampshire  and  many  other  States  after  tbe  bank  had  palil  a  speitlfhi 
tax  for  the  privilege  of  banking,  the  stockholder*  were  liable  to  lata* 
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tlun  ou  the  valne  of  their  sliares — not  the  market  value.     If  above  par 
it  bi  imseined  just  as  any  other  persotiul  property  is  assessed. 

Mr.  Chandler  responded  and  auiung  other  thuigs  said  he  had  no  theo- 
ries. It  was  his  Judgment  at;  a  practical  banker  and  a»  a  practical 
blCRln«M  man  that  this  taxation  would  kill  this  bill. 

Mr.  Pesaenden  said  it  was  aHtoni.shing  what  differences  of  opiuiou 
I  eiiflted  among  practicAl  men.     He  had  conversed   with  several — not 
p«rM(i8  so  practical  as  lilti  friend,  but  Kt  ill  claiming  to  be  practical  bank- 
ers and  interested  in  the  subject — and  their  opinions  were  entirely  dif- 
fereot  from  Mr.  Chandler's. 

Mr.  Chandler;  The  Senator  from  Maine  seems  to  sneer  at  practical 
buMitif#M  knowledge.  I  t«ll  the  Senator  that  if  he  had  a  little  more  on 
his  coiimiittee  it  would  be  better  for  his  couimittee. 

Mr  Fessenden:  We  made  a  great  mistake  in  not  having  the  Sena- 
tor from  Michigan  upon  it^  but  we  are  getting  along  very  well  without 
him. 

Mr.  Chandler:  The  Senator  from  Michigan  can  stand  on  his  own 
merits, 

Mr.  Fessenden :  The  Senator  from  Michigan  is  the  only  Senator  who 
boasts  of  his  practical  knowledge  every  time  he  addresses  the  Senate. 

Mr.  Chandler:  I  have  got  about  enough  of  this  gentleman's  lectur- 
ing, and  I  will  thank  him  to  lecture  some  one  else  the  next  time.  He 
thought  that  in  a  time  of  great  emergency  nothing  should  be  done  to 
defeat  the  measure  which,  without  its  tax  feature,  would  gain  the  sup- 
port of  the  banking  capital  and  sustain  the  credit  of  the  Government. 
He  ins-ist^xl  this  tax  woulJ  kill  the  bill. 

Mr.  Sumner  remarked  that  whether  Mr.  Chandler's  projxMitioti  was 
practical  or  not  he  was  sure  it  was  patriotic,  and  whatever  is  patriotic 
■tains  the  best  elements  of  the  practical.     He  was  opposed  to  allow- 

'  the  8ti*t«8  to  tAX  the  National  banks,  as  it  destroyed  the  character 
'^nf  uniformity  for  these  great  institutions.  He  thought  the  system  should 
.not  t>e  subjected  to  any  such  conditions. 

|>Hr.  Sherman  contended  that  the  measure  as  it  came  from  the  House 

I  ineffective  as  to  taxation.  It  was  contradictory  and  could  not  be 
OODStroed.  He  was  in  favor  of  taxing  these  institutions  heavily  with 
the  suppiirt  of  the  national  Government,  but  was  opposed  to  that  part 
of  tlie  section  which  gave  the  power  of  taxing  them  to  the  8tat«.  There 
ooold  nothing  result  but  great  inequaUty  and  diversity  of  taxation. 

Mr.  Henderson,  of  Missouri,  was  opposed  to  the  bill,  but  in  favor  of 
the  State  taxation  proposition.     In  the  first  place,  that  it  may  defeat 

I  bill,  and  in  the  second  pla<?e  that  at  any  rat«  it  is  mere  justice. 
dlt  was  a^n  taken  up  on  April  3S. 

Mr.  Pomeroy  moved  to  strike  out  the  committee's  tax  proposition, 
Aiid  itisert  "That  nothing  in  this  act  shall  be  construed  as  exempting 
the  capital  stock  of  an  association  beyond  the  amount  invested  in 
Uuited  States  bond»  and  deposited  with  the  United  States  Treasurer  as 
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part  of  ltd  capital,  or  &8  security  for  circulating  notes,  from  b^iuiir  rab 
Ject  to  the  same  rate  of  St^te  and  rnanicipol  taxes  as  Is  impoeM  npoo 
other  penonal  property  of  the  State  or  city,  or  town,  in  which  the 
aatoclation  is  located."  Mr.  Pomeroy  said  that  his  aiueiidnii>iir  would 
tax  tlie  corporation  direct,  and  not  the  stockholden,  whom  it  might  be 
difficult  to  reach. 

Mr.  Chandler  agreed  with  Mr.  Foiueroy. 

Mr.  Howe  saw  no  rea-son  why  the  capital  of  a  2(atJonal  bank 
shoald  be  exempt  from  State  taxation  because  United  States  bond» 
were  pat  up  to  secure  circulation,  but  he  thought  the  State  Kliould  not 
be  crippled  by  depriving  them  of  the  power  to  tax  the  property  of 
National  banks. 

Mr.  (Jol lamer  said  that  the  fact  of  depositing  United  States  bonds 
for  circulation  did  not  deprive  the  national  Govemmentof  the  right  to 
tax  the  National  banks,  neither  would  it  be  a  breach  of  contract  to 
allow  the  States  to  tax  them.  He  contended  that  the  taxation  of  share- 
holden*  was  no  tax  on  capittil  8to«?k.  Whoever  puts  in  United  States 
Ixfuds  and  takes  bank  shares  no  longer  owns  the  bonds.  The  bonk 
then  owns  them.  The  one  who  putw  theui  in  cannot  be  obliged  to  {xiy 
tlie  incoHie  tax  on  thejn  as  he  did  before.  The  main  question  is  whetlier 
the  banks  shall  be  left  to  State  taxation.  He  took  it  that  ttiia  bill 
would  sequester  all  bonkhig  capital  in  the  States  and  bring  such  capital 
under  the  National  system.  If,  then,  the  States  were  not  permitted  to 
tax  these  banks,  what  would  be  the  eiTect  ?  For  example,  take  the  tax 
for  the  poor,  for  schools,  highways  and  bridges.  By  fortuitous  cinnim- 
stancee  you  may  in  each  town  And  some  man  of  wealth.  HLh  money  is 
mostly  invested  in  bank  or  other  corpf>ration  stocks.  This  law  poMies 
without  a  State  taxation  provision.  Tour  wealthy  man  puts  liis  monef 
in  National  bank  stock.  The  town  levies  a  highway  or  bridge  tax.  The 
people  pay — some  hi  money  and  some  in  lal>or.  Some  one  looks  at  the 
tax  list.  Where  Is  Mr.  Stiles,  our  wealthiettt  man?  he  is  not  on  the 
at  all.  Does  he  pay  anything  for  building  our  bridges  and 
DoM  be  contribute  atiyt  liing  for  the  support  of  town  schools  f  Does  be 
do  anything  t<>  suport  the  expenses  of  the  government  of  the  State  t 
Do<'s  liR  help  jMiy  intere«t  on  the  State  debt  incurred  in  the  d*fcose>  of 
the  Union  t  No,  sir.  not  at  all.  Why  is  this  ?  It  is  the  law  of  the 
land  tlint  thn  wealtliirst.  man  among  us  is  exiiupt  from  theoe  eoDtlitrai' 
tiuns,  which  the  rtwt  of  us  feci  and  have  to  pay. 

The  detjute  then  went  on  between  Messrs.  Chandler,  Himds 
PBf  nrtfiii,  Anthony,  and  Sprague.  The  general  opinion  of  thu  Bwi> 
tor*  from  New  Bngiaitd  wom  that  individual  holders  of  shares  slioald  bt 
taxed  upon  them  as  they  were  on  other  personal  property.  Mr.  Chaod* 
lar  said  there  ha*  never  btten  a  greater  eniergci>cy  "tory  of  tba 

Qovtimmeot     Wo  oremjt  nveivingfrom  tlieten  f  >rethaalatf_ 

of  the  dally  expensew  hicurriHi.     Wlint  greater  inducement  can  you  1 
out  to  poor  and  rich  alike  tu  take  them:  bunds)  than  to  uoBiit 
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trm  taxation  beyond  a  certjvin  per  cent.?  'If  we  cannot  save  the 
ouunlrj'  witliotit  limiting  taxiitiun  nlwill  we  not  do  it  ?  Sir,  I  have  not 
jiot  Uie  Conbtitutinn  nn  the  brain.  I  believe  that  this  great  Government 
hajgot  I  he  power  of  salvation  within  itself.  I  believe  it  is  constitu- 
tional to  do  whatever  is  necessary  to  save  the  Constitution  ajid  the 
tioreruinent.  Some  men  who  have  got  t!ie  CoiLMtitution  on  the  hrain 
riuinot  do  anyiliing  to  save  tliis  Govertnnent.     I  have  not  that,  thank 

<tO(1  ' 

Mr.  Johnson,  of  Maryland,  tlioiight  tliat  by  depriving  States  of  the 
power  Til  tas  property  witliin  their  borders  they  might  be  deprived  of 
power  to  pay  their  debt«.  Under  ciroiuustances  less  stringent  many  of 
'!)« States  had  failed.  If  the  States  became  bankrupt  the  power  of 
'he  Toion  for  good  is  at  an  end. 

Mr.  Chandler  believed  that  the  Constitution  gave  Congress  the 
jxiwor  to  tax  the  State  bank  circulation  out  of  existeuee.  lie  would 
vutv  for  the  withdrawal  of  all  paper  except  that  of  the  Government. 

VncwB  OF  Sknatok  Somnkr. 

Mr,  Sumner  regarded  the  question  as  a  very  simple  one.     The  couu- 

'fy  iia*  gone  forth  to  meet  a  great   rebellion  organized  in  the  name  of 

lUi  rights.     Every  effort  to  increase  the  army,  to  increase  the  navy, 

I  tfl  iiicrejise  our  Hnancial  resources,  is  met  by  obje<?tions  in  the  name 

^  State  rights.     It  is  hard  to  meet  State  riglits,  not  only  on  the  battle- 

neld  bat  in  the  Senate  chamber.     The  complaint  has  been  that  the  bill 

'"ould  sequester  property  from  State  taxation,  but  what  is  thi.s  sum  of 

'hree  htutdred  millions  proposeti  as  tlie  capital  of  the  National  banks, 

'^liich  it  is  said  will  be  sequestered,  aa  compared  with   the  enonnou.s 

**moimt  of  property  sequestered  from  State  taxation  in  the  shape  of 

*iittterial  for  the  army  and  navy.     Milton  has  pictured  that  statesman- 

bip  which  was  able  "to  advise  how  war  may  best  uphold,  moved  by 

Lier  two  main  nerves,  iron  and  gold,  in  all  her  equipage." 

No  Senator  proposes  to  complain  because  we  protect  the  nerve  of 
Iron,  but  complaints  are  registered  because  we  propose  to  protect  the 
touch  more  delicate  nerve  of  gold. 

Mr.  Sumner  proceeded  at  length  into  a  consideration  of  the  consti- 

,  tntional  argument,  which  he  based  principally  on  the  decision  of  the 

Jnited  States  Supreme  Court  in  the  case  of  McCulloch  against  the  State 

of  Maryland  as  to  the  propriety  of  refusing  the  States  the  right  to  tax 

[National  bank  circulation. 

Mr.  Fessenden  said  that  the  Senator  from  Ma-saaehusetts  had  given 
a  running  commentary  on  a  decision  of  the  Supreme  Court,  with  which 
llawyers  were  tolerably  familiar,  in  connection  with  a  little  i)oetry.  The 
I  whole  of  bis  argument  was  poetical  in  that  the  Senator  drew  on  his 
[imagination  for  the  application  of  what  he  ha<l  read,  Inasmuch  as 
In  his,  Mr.  Fesaenden's,  judgment,  it  had  no  earthly  application  iu  the 
1  lustter  of  law  to  the  subject  before  the  Senate.     Uiving  the  States  the 
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right  to  tax  National  banks  within  their  borders  creates  no  ineqnality  in 
interest,  in  business,  or  in  anything  in  wliich  they  are  concerned.  It 
is  not  in  question  whether  the  States  can  tax  National  banks,  bat 
whether  the  national  Government  can  give  them  permission  to  do  sa 
It  is  a  simple  question  of  expediency.  It  has  been  argued  that  this 
system  is  a  thing  of  a  year  or  two,  simply  for  the  emergency  of  the  war. 
Does  not  the  Secretary  of  the  Treasury  dream,  and  does  he  not  believe, 
that  it  is  to  extend  through  all  time;  if  so  it  is  a  matter  of  peace,  as 
much  as  of  war,  and  we  must  take  into  consideration  what  will  be  the 
case  when  peace  comes. 

After  a  colloquy  between  Senators  Sumner  and  Fessenden,  chiefly 
of  a  personal  character,  Mr.  Sherman  spoke  on  the  amendment,  illus- 
trating further  his  views  in  regard  to  National  taxation  of  banks  and 
his  opposition  to  State  taxation.  He  claimed  that  the  exemption  from 
taxation  of  United  States  bonds  gave  the  same  opportunity  now  to 
rich  citizens  to  evade  taxation  as  they  would  have  if  the  States  were 
denied  the  right  to  tax  National  banks.  He  dwelt  very  strongly  on 
the  inequality  which  would  result  from  the  different  tax  laws  of  the 
varioas  States,  and  claimed  that  the  amendment  of  the  Finance 
Committee  was  imperfect  in  that  it  would  not  reach  non-resident 
stockholders. 

After  some  further  argument  in  the  nature  of  criticism  of  views 
already  advanced  by  Senators,  the  Senate  adjourned  to  April  27. 

The  bill  was  again  taken  up  on  April  30,  and  the  debate  on  Section 
forty-one  was  continued.  Mr.  Clark,  of  New  Hampshire,  was  in  favor 
of  State  taxation. 

Mr.  Lane,  of  Kansas,  wished  that  the  States  should  have  the  power 
to  tax  so  that  if  the  time  came  when  the  people  no  longer  wanted  the 
banks  they  could  be  destroyed. 

Mr.  Sumner  desired  to  amend  the  law  so  that  it  would  state  that  the 
shares  of  stockholders  should  not  be  subject  to  State,  county  or  muni' 
cipal  taxation. 

Mr.  Cowan  remarked  upon  the  immense  profits  the  National  banks 
might  receive  under  the  law,  and  that  State  taxation  could  not,  under 
such  circumstances,  be  opposed  on  the  ground  of  hardship. 

Mr.  Johnson,  of  Maryland,  said  that  the  profits  which  the  law  gave 
these  banks  the  opportunity  of  obtaining  were  so  large  that  all  banking 
capital  would  seek  employment  under  the  system,  and  if  the  States 
were  proliibited  from  taxing  them  there  was  danger  of  impairing  State 
credit,  which,  in  his  opinion,  was  of  as  nmch  importance  as  national 
credit.  He  referred  to  the  decision  of  the  Supreme  Court  in  McCulloch 
against  the  State  of  Maryland,  and  contended  that  the  court  had  ad- 
mitted the  right  to  tax  the  shares  and  real  estate  of  a  National  bank 
although  they  denied  the  right  to  tax  the  franchise.  It  was  both  un- 
constitutional and  inexpedient  to  exempt  National  bank  capital  from 
taxation  because  invested  in  United  States  bonds. 


8TATK   AJSD  MuXICtPAIi  TAXATIOX  OK  NATIOKAL   BANKS. 

Mr.  Howartl.  of  MichigAn,  then  ofTered  an  amendment  that  the  bank 
H|j*rw  ho  taxed  for  th«  purposes  of  the  State  at  the  place  where  tlie 
'tank  was  Incnttid.  The  ohjfpt  was  to  prevent  any  evasion  by  non-res- 
.i<ient  Bbnreholdera.  He  argued  tliat  if  unlimited  power  were  given  to 
btiree  a  8tat«  niJgbt  destroy  a  National  bank  ai«  nurely  as  by  taxing 
>frtoR]ii!<e.  He  said  the  question  of  Htate  right  tu  tax  sharen  was  not 
involved  in  McCalloch  rs.  Maryland,  and  on  this  Mr.  JoIin.son  roiiuirked 
that  tht'  question  wa«  neces-sarlly  involved  In  the  case,  but  that  lus  a 
iiiiittor  of  fact  the  judges  had  admitted  the  right  of  the  Staten  to  tax 
xtuiTfw  and  real  estate. 

Mr,  Hale  opposed  Mr.  Howard'^  amendment  on  the  ground  that  the 
P^ttonaJ  property  of  a  citizen  of  one  State  would,  under  It,  be  taxed  In 
'iriothpr. 

When  the  bill  was  again  taken  up  Mr.  Chandler  moved  to  insert  a 
prnviaou  that  all  State,  county  and  municipal  taxes  should  not  exceed 
<lif  niuount  of  taxes  autliorized  by  the  State  upon  its  ]wii\  bankH. 
Iinwuairh  tus  the  States  were  limited  by  the  amendment  of  the  Finance 
''oiniiiitt««e  in  the  taxation  of  National  banks  to  an  amount  not  exceed- 
ing tile  tHXim  a;98es.sed  ujxjn  other  moneyed  capit.il  in  the  hands  ot  In- 
diridiiol  citixi-ns,  Mr.  Chandler  wi8he<l  to  prevent  the  States  from  dis- 
•■niiiiiiiitiiij;  ag-aiiist  tlicMii  by  laying  a  less  tax  on  their  local  banlm  than 
•*»  Uid  oil  money  in  the  hands  of  individual  citizens.  The  amend- 
•"ent  nf  the  coumiittee  was  then  agreed  to. 

Section  Ufty-three  was  next  taken  up  and  Mr.  Henderson,  of  Mis- 
•"uri,  wished  to  amend  it  so  as  to  enuble  any  Individual,  as  well  as  the 
f-'oinptroller  of  the  Currency,  to  brijig  suit  for  the  forfeiture  of  charter 
In  Kve  of  violation  of  law  by  the  directors.  He  did  not,  however,  press 
'"*imieniiaient,  and  the  other  amendments  suggested  by  the  commit- 
ti*  w».re  rv>n"e«rd  to.  without  debate,  and  the  Senate  adjourned. 

iTie  bill  was  again  taken  up  on  May  2,  in  order  to  permit  the  intro- 
floctlou  of  Dew  amendments  by  Senators.  Mr.  Davis  suggested  that 
"'*'  wtiite  taken  for  debt  should  not  be  held  for  longer  than  five  years, 
"I'd  ttUnliat  a  bank  shotdd  be  required  to  pay  specie  within  six  mouths 
''"in  tile cloije  of  tlic  war.  Cpon  this  lost  amendment  a  long  diseuf-sion 
^^nni  upon  the  relations  of  the  Government  and  the  State  banks. 
**'•  bnvis  endeavored  to  show  that  the  Government  was  responsible 
'"''  all  inflation  of  the  currency.  The  National  Currency  Bill  was  then 
^>?^  for  that  day, 

PtRTHKK  DlSCtlSSIOS  OK  THJC  QUESTION  OK  TAXATION. 

It  Was  taken  up  again  on  May  f>,  and  the  amendments  voted  on  in  the 
^'•ftunittee  of  the  Whole  were  taken  up  one  by  one.     There  was  con- 
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siderable  debate  on  the  rate  of  interest  section.  Borne  want«d  to  make 
a  uniform  riite  of  seven  p«>r  cent.,  ami  others  to  reduce  it  to  six  p<»r 
cent.  The  debate  brought  out  the  fact  that  there  were  souje  States 
where  no  rate  was  fixed,  and  in  such  cases  where  the  normal  rat«  for 
money  was  higti  National  baniis  would  be  placed  at  a  diitad  vantage  by 
being  limited  either  to  six  or  seven  per  cent.  The  section  was  th«te- 
fore  on  Mr.  Fe«seuden's  suggestion  withdrawn. 

Mr.  Sumner  opened  the  debate  on  the  bill.  He  showed  the  gT«at  infla- 
tion of  State  bank  currency  frou»  1862  to  1863.  In  New  England  it  had 
increased  from  f39,3O6,0(J0  to  ^5,516,0(iU;  in  the  Middle  Ktat^  it  had 
increased  from  950,865,000  to  976,044.000,  and  this  without  taking  into 
account  the  inflation  of  the  same  currency  throughout  the  Western 
Stat«<s.  lie  thought  the  State  system  must  yield  to  the  National  sys- 
tem. He  Mild  tliera  had  been  warnings  not  to  slay  the  gouse  that  laid 
the  golden  eggs,  meaning  by  this  goose  the  State  banks:  but  all  those 
who  use  this  illustration  forget  that  there  is  another  binl  which  lays 
eggs,  such  as  no  State  banks  can  lay,  not  merely  of  gold,  but  of  victory. 
It  is  the  National  credit,  which  Senators  seem  willing  to  abandon,  if  not 
to  slay. 

Mr.  Cluuidler  followed  and  claimed  that  the  tax  would  defeat  the 
bill.  He  had  a  profound  respect  for  the  members  of  the  Finance  Com- 
mittee as  lawyers  and  statesmen,  but  for  their  practical  business  knowl- 
edge be  hod  the  same  respect  that  they  had  for  his  legal  attainments. 

Mr.  Fessenden  replied  that  he  did  not  feel  disposed  to  attempt  to 
answer  tlie  speeches  made  by  the  two  gentlemen,  but  he  was  not  in- 
clined to  rest  under  tlie-se  imputations.  (Mr.  Sumner  had,  in  thecourae 
of  his  remarlis,  cited  Patrick  Henry  speaking,  at  the  time  when  Wash- 
ington's armies  were  reduced  to  the  extreme  of  distress  at  Valley  Porg*: 
"  Where  Is  the  man  who  would  not  have  thrown  open  his  fields,  his 
banu,  his  cellars,  the  doors  of  his  house,  the  portals  of  his  breast,  to 
receive  the  meanest  soldier  in  that  famished  band  )  Where  Is  the  nuui  I 
There  be  stoods,  tnit  whether  he  Ims  the  heart  of  an  American  in  his 
bosom  yoo  are  to  Judge.  [Potrick  Henry  pointed  to  John  Hook,  who 
was  pressing  a  Texatious  claim  for  supplies  taken  for  the  use  of  the 
starving  troops.]  "What  notes  of  discord  do  I  lu^ar  T'  continmvi  tlie 
orator.  "They  are  the  notes  of  John  Hook,  bawling  through  the  patriot 
eamp.  '  Beef  I  Beef  I  Beef! ' "  And  now,  said  Sumner,  wc  an*  dortmod  to 
listen  to  a  similar  cry.  We  do  not  hear  Beef  !  Beef  I  Beef  !  but  ch«ty 
say  wimt  means  the  same  thing.  State  taxation  I  State  taxation  !  State 
taxation  !) 

At  this  Mr.  Fessenden  natnrally  took  offense,  considering  it  a  i 
ticm  upon  himself  amd  others  who  sustained  the  tax  measure.  He 
thought  that  the  majority  of  the  Finance  Committee,  the  genUetaca  tai 
the  House  of  Hepreeentatives,  among  whom  were  Mr.  Hooper,  Mr. 
Bomuer's  own  ooUeaipip,  the  twanty-eif^t  in  the  Senate  who  had  votrd 
for  this  lax  toaasurs,  the  ('omptroUar  of  the  Currency  and  othen  who 
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fuiutiiied  tt  r«ii»otmbl«  degree  of  State  taxation,  shoald  not  b«  repre- 

|»eiile(l  Its  shout ii»{j  Beef !  Beef  !  Beef  !  with  State  taxation  hi  it.     He 

rwuarktM]  tlmt   lie  liuil  letters  from  biinkers  of  liigh  standing  who  sus- 
I  liutied  the  ttts.     He  then  turiieil  his  attpiition  briefly  tn  the  praetieal 

koowltHlgt!  of  Mr.  Chutuller,  and  replied  that  his  ulle^'utiou  as  to  thi* 
'  dtiuicer  of  the  States  taxliiff  National  banks  out  of  existence  was  obvi- 

«t«<i  bjr  tht  limit  wliich  had  been  provided  in  tfie  section. 

T1i«  bill  wtui  a)L;ain  taken  up  on  the  6th.  tiie  tax  question  being  still 

aiubject  of  debate. 

Srcrktaht  Chase's  Vikw»  on  Statk  Taxation. 

Sir.  Sherman  read  a  letter  from  Mr.  Chase,  Secretary  of  the  Treas- 
ury, ih  which  he  replied  to  an  argument  used  by  Senator  Jolmson  in 
the  course  of  debate,  that  if  the  States  had  oon.stitutional  power  to  tax 
tliewal  estate  of  Federal  banks  within  their  borders  they  consequently 
inuft  liiive  power  to  tax  their  shares  by  making  the  distinction  that 
K«l  wtate  was  held  under  the  law  title.s  of  the  State  and  should  there- 
fore be  Bobjeet  to  State  taxation,  but  that  personal  property  and  credits, 
•hures,  etc..  of  the  National  banks  will  derive  their  value  and  title  from 
National  laws  and  should  therefore  be  8ubj(>ct  to  National  taxation 
«nly.    Mr.  Sherman  wished  to  get  a  vote  on  the  bill. 

Tile  tax  as  it  came  from  the  committee  with  Mr.  Chandler's  amend- 

weiil,  forbidding  the  States  to  make  any  distinction  in  the  taxation  of 

ual  banks  and  that  of  their  own  local  institutions,  was  finally 

by  a  vote  of  twenty-nine  to  eight.     The  further  amendments 

then  agreed  to  without  division.     The  Semite  then  returned  to 

!iiitere«t  section,  which  had  been  withdrawn  for  revision,  but  it  was 

•wt  yet  ready.     Mr.  Hale  then  amended  Section  nine  so  as  to  dbiqualify 

I*  "lirector  whose  required  shares  were  hypothecated  for  any  loan  or 
*isbt,  It  had  previously  read  "  for  any  loan  or  debt  due  to  bis  OMm 
Wt"  A^jrreed  to. 
Ur.  Chandler  moved  to  insert  a  clause  permitting  one-half  of  the 
twenty-five  per  cent,  reserve  of  tlie  banks  in  redemption  cities,  other 
tlian  New  York,  to  be  kept  in  associations  in  New  York,  Philadelphia 
And  BoRton. 

Ur.  Sherman  thought  that  if  National  banks  were  required  to  re- 
al at  par  in  New  York,  while  1,600  State  banks  were  required  to  re- 
eem  at  their  own  counters  only,  the  system  would  fail.     Tliis  require- 
DMit  ajB  to  a  central  redemption  of  National  bank  notes  should  be 
wtponed  until  after  the  State  banks  were  absorbed  by  the  system  or 
;  out  of  existence.     Mr.  Sherman  contended  that  the  same  rate  of 
I  should  not  be  established  throughout  the  country,  inasmuch 
^M  BKprem  charges  were  greater  from  one  point  than  from  another. 
Ur,  Chandler'a  amendment  was  rejected. 
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Fiznre  thb  Ra.tb  of  Intbrbst. 

The  interest  section  was  tlien  taken  up  in  the  following  fcnrm,  after 
the  revision  of  the  committee  :  "  The  rate  established  by  the  laws  of 
the  States  or  Territories  where  the  bank  is  located  and  no  more,  and 
when  no  rate  is  fixed  by  the  laws  of  the  State  or  Territory,  the  bonk 
may  take,  receive,  reserve,  or  ohaiige,  a  rate  not  exceeding  seven  per 
cent." 

Mr.  Sherman  amended  by  inserting  after  "no  more,"  the  words, 
"  except  that  where  by  the  laws  of  any  State  a  different  rate  is  limited 
for  banks  organized  under  State  law,  the  rate  so  limited  shall  be  allowed 
for  organizations  established  in  any  such  State  under  this  act."  The 
interest  section  as  revised  by  the  committee  and  amended  by  Mr.  Sher- 
man was  agreed  to. 

Mr.  Chandler  made  a  motion  to  strike  out  all  redemption  cities,  ex- 
cept New  York,  Boston  and  Philadelphia. 

Mr.  Henderson :  To  strike  out  all  but  New  York.     Rejected. 

Mr.  Sherman  objected  to  putting  all  the  wealth  of  the  country  in 
one  city  where  a  mob  might  destroy  it,  the  most  uncertain — (a  Senator, 
disloyal) — I  will  not  say  disloyal,  but  the  most  uncertain  place  in  the 
country.     It  can  only  be  done  after  the  State  banks  are  absorbed. 

Mr.  Chandler's  amendment  was  agreed  to  by  a  vote  of  fifteen  to 
fourteen.  He  then  moved  another  amendment  to  allow  a  discount  of 
one-quarter  of  one  per  cent,  on  the  notes  redeemed  in  the  cities  named. 

On  Mr.  Fessenden's  suggestion  Mr.  Chandler's  last  amendment  was 
made  compulsory  and  agreed  to.  There  was  then  some  discussion  upon 
the  limit  of  the  circulation  to  be  issued. 

Mr.  Henderson  wished  to  limit  it  to  the  amount  already  issued. 

SuBSTiTUTK  Measure  Offered  by  Mr.  Doolittlb. 

Mr.  Doolittle  introduced  as  a  substitute  a  measure  intended  to  re- 
duce State  bank  circulation  to  the  amount  of  the  paid-in  cash  capital 
or  the  amount  issued  on  United  States  bonds  with  a  penalty  of  one  per 
cent,  per  month  on  any  excess  over  this  limit.  He  desired  to  permit 
State  and  National  banks  to  stand  upon  the  same  footing  so  far  as  tax- 
ation was  concerned.  He  thought  that  the  other  advantages  given  to 
National  banks  would  induce  the  State  banks  to  enter  the  system  with- 
out the  compulsion  of  inequality  of  taxation.  He  deprecated  any  war 
on  the  State  banks,  and  thought  that  if  State  banks  were  to  be  wiped 
out  it  were  better  to  substitute  Government  paper. 

Mr.  Henderson  had  seen  no  good  reasons  given  for  the  passage  of  the 
bill.  Mr.  Sherman  had  given  none ;  Mr.  Fessenden  had  given  none. 
The  Secretary  of  the  Treasury  had  given  what  he  called  reasons,  and 
Mr.  Henderson  proceeded  to  show  that  they  were  feeble  and  inconse- 
quent. He  continued  in  a  very  long  speech,  in  which  he  reviewed  the 
entire  subject  of  the  banking  and  financial  history  of  the  country.    He 
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ied  the  evils  that  would  reflalt  from  this  system  as  great.    It  would 

•  ble  the  Secretary  to  negotiate  a  loau,  nor  will  it  make  a  uni- 

■tioy  in  this  country,  unlesss  it  be  n  currentry  unifonu  in  its 

ess  azid  corrupting  inHuencefl.  This  neenis  to  have  exhausted 

Senate  for  the  time.     It  adjourned  May  6,  1864,   to  take  up  the 

er  agiun  on  the  9th. 

Mr.  Trumbull  was  in  favor  of  Mr.  Henderson's  aniendiuent.     He 

Qcorred  in  most  that  was  8aid,  bat  Mr.  Henderson's  amenduieiit  was 


The  question  now  came  up  on  Mr.  Doolittle'a  amendment.     In  snb- 

^tUace  this  was  to  limit  banking  circulation  to  the  issues  now  outatand- 

Dg  of  both  State  and  National  banks.     All  new  issues  were  to  be  re- 

teuiable  In  gold  or  silver,     The  National  Bank  Act  was  to  be  revoked, 

leept  the  provL«ion  permittLag  8tate  banks  to  have  circulation  upon 

flKposit  of  United  States  bonds,  and  the  circulation  of  all  banks  was  to 

'  rwlnced  to  an  amount  wjual  to  the  capital  stock,  or  the  excess  was 

>be  secured  by  Government  or  State  stocks  within  certain  limits  of 

Bine.    Mr.  Doolittle  read  a  letter  from  ^Jeorge  8.  Coe,  of  New  York,  in 

'which  ht?  said,  among  other  tilings:  "You  have  struck  the  keynote. 

Tinirpliui  is  the  only  one  which  the  old  State  banks,  as  a  body,  would 

^for  li  moment  consider,  and  to  it  I  beUeve  they  would  give  the  most 

Worable  regard." 

I  Sherman  critici/^d  Mr.  Doolittle's  plan  with  much  severity  and 
He  regarded  it  as  repealing  the  charters  of  all  tJtate  banks 
Ml  the  oao  band,  and  in  return  giving  them  the  monopoly  of  all  beueflt 
I'Miderthe  National  system. 

Mr.  Hole,  of  New  Hampshire,  thought  Mr.  Doolittle's  amendment 
[woulii  bt!  more  explicit  and  clear  if  put  in  the  form  '  •  that  all  those  in- 
riitniiuents  heretofore  known  as  State  constitutiona  be  and  are  hereby 
|^U«hed." 

Mr.  Doolittle  finally  withdrew  his  amendment  to  offer  it  at  some 
o'her  tiuie. 

Mr,  Shfriuan  then  offered  an  amendment  to  the  tliirty-second  sec- 

foo  U[Min  a  motion  to  reconsider.     He  explained  that  if  his  amend- 

laent  prevailed  it  would  require  each  country  bank  to  select  a  redeuip- 

|ti()o  a|^>nt  where  it  would  redeem  its  notes  at  par,  in  one  of  the  cities 

»"iw3in  the  thirty-first  section,  but  each  of  the  centres  of  redemption 

Diut  redeem  in  New  York  at  par.     To  those  west  of  the  Alleghany 

■■'^iintains  an  allowance  of  one-llfth  of  one  per  cent,  was  to  be  made, 

|«'it  to  th<jec  east  of  that  line  no  discount  was  to  be  allowed.     After 

utu*  iXiUi>quy  Mr.  Sherman's  amendment  was  allowed  to  lay  over  for 

«loD. 

Mr  Collamer  moved  to  make  the  National  currency  receivable  for 
1*11  "Alariex,  debts,  and  dues  from  the  United  States  to  individuals,  cor- 
'^'fiuions.  etc.,  except  interest  on  the  debt,  and  redemption  of  Niitionnl 
"Teucy.     Tills  was  adopted.     Also  that  each  association  should  tjikp 
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at  par  the  notes  of  ever^  other  association.  Paased.  .Also  that  awo- 
oiations  designated  as  depositories  shonid  take  natiraial  correnoy  at 
jMur.  Agreed  to.  Also  that  each  association  should  hold  the  amcmnt 
paid  it  as  interest  on  its  bonds  to  secure  its  citoalation  as  a  reserve  until 
all  of  its  reserve  was  coin,  and  specie  payments  were  resumed.  There 
was  much  discussion  on  this  amendment.  Messrs.  Collamer,  Johnson 
and  Henderson,  being  in  favor  of  it,  and  Messrs.  Sherman  and  Chand- 
ler against  it.     The  Senate  then  adjourned. 

When  the  bill  was  again  taken  up  Mr.  Collamer's  motion  was  still 
under  consideration,  and  much  further  debate  ensued  between  the 
same  gentlemen  as  on  the  previous  day.  It  was  flnaUy  rejected  by  a 
vote  of  seventeen  to  fourteen.  Mr.  Collamer  then  desired  to  limit 
capital  stock,  as  well  as  circulation  to  three  hundred  millions. 

Mr.  Sherman,  however,  regarded  the  limit  on  circulation  as  a  limit 
on  capital.  The  amendment  was  agreed  to.  Mr.  Sherman's  amend- 
ment in  regard  to  redemptions  then  came  up.  He  increased  the  dis- 
count allowed  to  one-quarter  of  one  per  cent.    It  was  adopted. 

Mr.  Sprague  amended  Section  ten  so  as  to  permit  two-thirds  of  the 
stockholders  to  call  a  meeting  for  postponed  election  of  directors  if  the 
directors  failed  to  do  so.  This  was  agreed  to.  Also  that  an  association 
should  have  a  receipt  for  bonds  transferred,  which  was  agreed  to. 

Proposal  to  Bask  Circulation  on  the  Market  Valuk  of  Boitds. 

Mr.  Powell  moved  to  make  the  circulation  ninety  per  cent,  of  the 
current  market  value  in  gold  in  United  States  bonds  deposited.  Re- 
jected by  seventeen  to  eleven. 

Mr.  Cowan,  of  Pennsylvania,  wished  to  give  a  Receiver  power  to 
enforce  the  full  liability  of  stockholders  immediately  on  taking  posses- 
sion of  assets. 

After  some  discussion  between  Mr.  Cowan,  Mr.  Sherman,  and  Mr. 
Johnson,  Mr.  Sherman  proposed  to  give  the  Receiver  power  to'  enforce 
the  liability  if  it  was  found  necessary.    This  was  adopted. 

Mr.  Cowan  proposed  to  strike  out  all  relating  to  increase  of  capital 
stock,  arguing  that  this  provision  might  tempt  banks  to  invest  circal&- 
tion  in  bonds  for  the  purpose  of  obtaining  circulation  to  purchase  more 
bonds,  etc.  This,  after  some  explanations  from  Mr.  Sherman,  he  modi- 
fied by  striking  out  the  section  which  placed  it  in  the  power  of  the 
Comptroller  of  the  Currency  to  permit  banks  to  exceed  the  mazimQin 
fixed  in  their  articles  of  association.     Agreed  to. 

Mr.  Henderson  wished  to  change  the  twenty-sixth  section  so  as  to 
compel  banks  to  put  up  additional  security  if  the  market  price  of  bonds 
ever  fell  below  the  price  ruling  at  the  time  they  were  deposited.  This 
was  lost.  He  also  wished  to  provide  that  banks  should  put  up  not  less 
than  fifty  per  cent,  in  bonds  before  commencing  business.  On  expla- 
nation he  withdrew  this  and  moved  to  strike  out  the  proviso  by  which 
banks  of  (50,000  capital  should  be  organized.    This  was  agreed  to. 
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EenderBOD  then  moved  to  rtrike  out  the  forty-fifth  section  per- 
ttiog  National  banks  to  be  used  as  Govemiuent  depositories.     Lost. 
Ur.  8pnm:ae  moved  that  the  agent  of  an  assc^ciatioD  should  witness 
destruction  of  ita  notes.     This  waa  aj^reed  to. 

Ur,  Backale^'s  motion  to  strike  out  the  provision  for  small  notes 
WM  rpjeot*d. 
Mr.  Dooltttle  offered  an  amendment  providing  that  State  banks  that 
Bot  reduce  their  circulation  to  150  per  cent,   of  capital  cuuld  not 
ited  States  notes  as  legal-tender,  and  should  also  be  taxed  on  ex- 
circulatioa.     Rejected. 
.  Powell  then  moved  to  substitute  a  bill  to  repeal  the  act  of  Feb- 
25,  1863.     Rejected,  by  a  vote  of  tliirty-onetoslx.     The  bill  then 
I  by  thirty  to  nine. 
On  May  17  the  House  ordered  the  Senate  amemhnents  to  be  printed. 
On  May  23  Mr.  Hooper  atteiiipted  to  call  tbeni  up,  but  the  Legislative 
ilU  tooii  preference,  and  the  House  adjourned  when^  tire -National  Cur- 
Bill  was  again  reached.     It  came  up  again  on  may  ^  and  after  a 
>D  to  lay  the  Senate  amendments  on  the  table,  they  were  taken  up 
d  all  concurred  in  with  the  exception  of  the  fifteenth  about  taking  up 
nd»  upon  which  no  circulation  had  been  issued  ;  the  twenty-second 
ting  capital   stock  to  three  hundred    millions  ;   the  thirty-sixth, 
ing  Leavenworth  among  the  redemption  cities,  and  the  thirty- 
venlU.  striking  out  Portland  and  putting  in  Providence  and  Builalo, 
At  this  point  Mr.  Stevens  said  that  the  House  had  so  amended  the 
HU  ha  lo  render  it  worthless.     He  moved  to  lay  it  on  the  table.     This 
tt»  defeated  seventy-two  to  flf ty-flve. 
Mr.  Cox  read  a  letter  from  J.  Andrews,  President  of  the  fioard  of 
ontrol  of  the  State  Bank  of  Ohio,  objecting  to  the  bill  as  oppressive 
that  institution.     The    letter    showed    circulation    of    thirty-six 
OD  the  first  Monday  in  April,  1862,  98,105,500;  first  Monday 
*fc  April,  1863,  #6,630,416;  first  Monday  in  April,  1864,  fS,512,685. 

The  letter  stated  that  the  bank  could  not  get  in  its  notes  in  time 
•"'iia^h  to  avoid  the  taxes  which  hatl  been  imposed,  and  suggested  that 
^t  oiuxtanding  issues  should  be  exempted  from  the  tax,  which  should 
'ly  be  imposed  on  subsequent  issues. 

Mr.  Sherman's  amendment  to  Section  thirty-two  in  regard  to  pro- 
iding  fur  redemptions  in  New  York  city,  and  making  a  distinction  be- 
*een  the  hanks  east  and  west  of  the  AJleghanies,  was  not  concurred 
Also  Section  forty-one,  the  Senate  tax  amendment,  was  not  con- 
I'Ttd  in. 
A  committee  of  conference  was  appointed  which  consisted  of  Messrs. 
<«pOT,  Washburn,  and  Mallory  on  the  part  of  the  House,  and  Messrs. 
"lennan.  Porter,  and  Johnson  on  the  part  of  the  Senate.  Tha  «an- 
"^00  committee  came  to  an  agreement  and  reported  May  31,  1864, 
*  committer  modified  the  tax  section  to  the  form  in  which  it  appears 
'lie  act.     The  bill  was  signed  by  the  President  June  3,  1864. 
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Act  of  June  3,  U64 —  Inoqu«litlcs  in  the  distribution  ot  ciroal«Uon  —  WlthdiBWiU  of  1 
bonds  by  banlca  in  liquidation  —  Trying  to  account  for  the  panic  of  1879  —  R(sbw>| 
die*  prupoBtid  —  Veto  of  the  inflatiun  at't — R«^p«al  of  law  requiring  ra 
circnlatlon  — PropoiiedrMuniptlon  of  specie  payments  —  Tbe  gre«nb«ck  thtetf' 
—  Further  ri.-tlretncnt  of  legnl  tenders  prohibited  —  Extension  of  carporml«  exi*- 
t«nce  —  La<'l[  of  comninri'lal  redemption  of  notes  —  Indlspoaition  of  Congrea  to 
enlarge  the  cintulation  privilege. 

Acts  of  Makch  3,  18S5. 

Section  twenty-one  of  the  acrt  of  June  3, 1864,  permitted  the  imneof^ 
notes  to  a  NntiontU  bank  to  the  extent  of  ninety  per  cent,  of  the  cur- 
rent market  value  of  the  United  States  bonds  deposited,  but  not  to  ex- 
ceed ninety  per  cent,  of  the  par  value  if  the  rate  of  interest  upon  the  j 
bonds  was  not  less  tliaii  Ave  per  cent.     The  proportion  to  capital  wu  I 
100  per  cent.,  ko  that  a  bonk  might  deposit  bonds  in  excess  of  capital 
and  receive  circulation  equal  to  capital.     On  Marcli  3,  1865,  this  sec- 
tion was  amended,  and  the  limit  of  circulation  in  proportion  to  C4ipital 
was  changed  to  ninety  per  cent,  for  capital  of  9500,000  and  lee*;  eighty 
per  cent,  on  capital  between  $500,000  and  $1,000,000;  seventy-flvo  per 
cent,  on  (•npitAl  between  $1,000,000  and  $3,000,000,  and  sixty  por  ecat. 
upon  all  over  $3,000,000.*    By  the  same  act  the  aggregate  nutborix*d< 
ciRMiIution  of  $300,000,000  was  to  be  apportioned  among  the  Statasand 
TcrritorieH — one-half  anvjrding  to  the  representative  i)opuLBtion  aod 
tlie  uttier  lialf  according  to  the  existing  banking  capital,  rebourcea  and 
ImifitieNi)  of  each  State  and  Territory.     On  the  same  day  another  art 
wait  (muiekhI  vrliich  taxed  the  circulation  of  State  banks  oat  of  existeocv 
by  im|KiHiug  a  duty  of  ten  per  cent,  on  the  uotea  of  such  bankapaid] 
out  by  any  NHttonal  bankhig  uMtociation,  State  bank  or  8tat«  bankli^) 
aiaoeiatiua  after  July  1,  1866,  and  also  autliorized  the  Comptroller  at 
the  Currency  to  give  preference  to  such  State  banks  in  good  ■**"^*«»g 
and  hat'iug  a  paid-up  capital  of  $75,000,  as  might  make  apptlcatlon  to  I 
beoome  Natianal  awoclatlons  prior  to  Ju  I  y  1. 1860.    That  ia,  tbcve  btuiksj 
w«r«  for  a  Umtt«d  time  to  be  authorized  to  begin  btufnen  m  Kit 
banks    and   receive  rirculntion   in   preference  to  new  OTganiwrtopa 

*VaamU»b»W"f  I  ">■  <i«0)  ibcclrvulotlonof  aJl  banks  Is  nstrlclad!  ia  DlaMjr , 
per  omt.  of  ibe  p<>  '  Ihi  iiotvU,  iukI  Is  furtliar  Umlied  to  oIdmt  P* 

«lM  paid-in  aaptUl<- 
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There  was  some  doubt  as  to  the  effect  of  the  two  laws  of  Maroh  8, 1865, 
upon  each  other.  They  were  contradictory,  in  that  if  the  one  giving 
preference  to  State  banks  was  carried  ont  it  would  evidently  prevent 
the  strict  execution  of  the  apportionment  provided  by  the  other.  And 
a  strict  execution  of  the  apportionment  provision  might  leave  many  of 
the  State  banks  applying  for  conversion  without  circulation,  inasmuch 
as  most  of  the  banks  in  a  situation  to  avail  themselves  of  the  law  were 
located  in  the  Eastern  and  Middle  States,  and  were  so  numerous  as  to 
require  far  more  circulation  than  the  apportionment  would  give  to 
those  sections  of  the  country. 

The  Comptroller  of  the  Currency  and  the  Secretary  of  the  Treasury 
oonstmed  the  law  preferring  State  banks  as  taking  precedence  of  the 
distribution  law,  and  allowed  the  conversion  of  State  banks  to  go  on 
r^Eardless  of  the  rule  of  apportionment.  This  rule  was  disregarded 
even  after  July  1,  1866,  when  the  prescribed  limit  of  State  bank  con- 
versions had  passed,  and  by  July,  1867,  the  whole  amount  of  circula- 
tion had  been  issued  to  converted  State  banks  regardless  of  their  loca- 
tion. The  result  was  that  the  circulation  of  banks  in  the  Eastern  and 
Middle  States  was  much  in  excess  of  what  they  were  entitled  to  receive 
undor  the  apportionment  law,  while  the  banks  in  the  Western  and 
Southern  States  had  received  much  less  than  their  proportion.  In  the 
li^t  of  later  events  there  is  no  doubt  that  the  West  and  South  had 
all  the  circulation  they  had  then  capital  to  obtain;  and  that,  if  the 
amount  issued  in  the  Eastern  and  Middle  States  had  been  restricted  to 
the  sum  allowed  by  the  apportionment  law,  the  excess  would  have  re- 
mained uncalled  for  by  banks  in  the  States  entitled  to  it. 

ISBQUAlilTIBS  IN  THB  DISTRIBUTION  OF  ClRCnLATION. 

The  panic  of  September,  1869,  known  as  Black  Friday,  and  the  sub- 
sequent investigation  in  Congress,  aroused  great  financial  excitement, 
and  popular  attention  was  attracted  to  the  vast  accumulations  of  cur- 
rency in  the  East,  especially  in  New  York  city,  and  its  use  in  the  stock 
and  gold  speculations  which  had  culminated  so  disastrously.  The  feel- 
ing that  some  legislation  was  necessary,  existing  among  the  people,  was 
strongly  reflected  in  Congress.  The  lines  were  drawn  between  those 
vrho  favored  sound  measures  and  those  who  were  opposed  to  anything 
except  an  increase  of  the  paper  currency.  From  1866,  the  heresy  of 
inflation  had  continued  to  gain  ground.  There  were  many  who  held 
the  contraction  policy  of  Mr.  McCulloch  to  be  the  cause  of  the  panic 
of  1869 ;  and  predictions  of  similar  disasters  In  the  future,  unless  the 
plan  of  inflation  were  adopted,  were  numerous.  "Money  to  meet  the 
demands  of  trade  "  was  the  very  plausible  cry.  In  February,  1870,  the 
House  of  Representatives  adopted  a  resolution  instructing  the  Com- 
mittee on  Banking  and  Currency  to  bring  in  a  bill  increasing  the  cur- 
rency by  at  least  $50,000,000.  The  inequality  of  the  distribution  of 
National  bank  circulation  could  not  fail  to  attract  attention  under  the 
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ciroonurtaQce^,  ^d  it  doubtless  served  the  oonaervative  element  in  good 
stead  in  their  effort  to  defeat  measures  for  an  indefinite  increase  of  the 
legal-tender  note  circulation.  The  demand  for  action  could  not  be  net 
tmide,  and  all  that  remained  was  to  respond  to  it  in  a  way  that  would 
afford  satislaction  and  yet  defeat  the  dangerous  projecte  of  the  iiilla- 
tioniirtg.  Qeneral  Garfield  was  Chairman  of  the  Committ«e  on  Bank- 
ing and  Currency,  and  he  reported  a  bill  providing  for  an  additional 
iiisue  of  Natioiml  bank  notes,  for  the  withdrawal  of  a  portion  of  the  bx- 
oessive  issues  to  banks  in  the  Eastern  and  Middle  States,  and  a  redistri- 
bution of  the  amount  withdrawn  among  banks  to  be  organized  in  tlie 
West  and  South;  for  the  removal  of  banks  located  in  State»  hatini^ 
more  than  their  proportion  of  circulation  to  States  having  less  than  the 
same,  and  for  the  retirement  of  the  three  per  cent,  loan  certlfloatw 
outstanding  as  fast  as  the  new  bonk  circulation  wtts  issued.  These 
three  per  cent,  certificates,  amountingtoii45,(K)(),000,  were  held  by  the 
banks  as  reserves,  and  virtually  increaj<«d  the  volume  of  legal-tender 
notes  by  their  amount.  So  that  the  provision  withdrawing  them  as 
the  new  bank  circulation  was  issued  prevented  any  increase  of  the  ag- 
gregate circulation.  The  bill  also  contained  a  provision  restrictiog  tbe 
currency  to  be  Issued  to  any  bunk  thereafter  organized,  whatever  its 
capital,  to  $500,0(10,  but  permitted  tlie  establishment  of  National  banks 
which  were  to  redeem  their  issues  in  gold,  without  Ihuit,  to  tiio  aggre- 
gate amount  of  such  gold-note  circulation,  except  that  no  one  bank 
could  issue  more  than  one  million  of  dollars. 

The  bill  was  thus  calculated  to  suit,  or  at  least  silence,  all  partiet. 
To  the  inflationist.^  who  contended  that  more  notes  were  neowwary,  and 
who  came  mainly  from  the  West  and  South,  it  gave  an  iseao  of  #(4.- 
OfMl.rXM)  new  bills  and  a  redistribution  of  ^5,000,000  of  old  rurreooy. 
which  the  West  and  South  could  have  if  they  really  needed  it.  And. 
what  was  more  pleasant  to  them,  it  was  done  at  the  expense  of  IJm  eo> 
vied  East,  which  had  not  only  to  give  up  ^,000,000  of  their  ill-gottoa 
circulation,  but  likcwUe  had  to  surrender  $45,000,000  of  t'empomfy 
loan  certificates.  On  the  other  hand  the  oonservative  banker*  of  tha 
East  were  willing  enough  to  yield  the  $35,000,()f)0  which  they  saspeotad 
would  never  bo  re<|uir(Hl  of  them,  and  the  thre«  per  cent.  oprtiScates 
that  would,  of  course,  without  any  iuflatiun,  be  replAce<l  by  Irgal-teoder 
notes.  The  National  gold  bank  scheme  was  a  palliative  to  the  olttm 
iiard-money  men,  who  were  numerous  among  those  in  political  oppiai- 
tion  to  the  Administration.  The  gold  banks  might  b«  of  vmrrtoe  in 
California,  and  they  nave  to  the  citizens  uf  oi  of  the  cuantiy 

thcop{K>rtuuily  iif  indulgiugin  a  private  nisur.  :  *i"^'i" pftyimmtf 

whMiever  they  saw  fit. 

Tho  bill  become  a  law  July  12,  1870.  The  demand  for  einralatlah 
indicMt^l  thatmmic  Irgislaiiou  of  this  kind  whj»  neoesMkry,  thuugii  nut 
to  the  ixtcnt  luMTttsi.  Ky  NovemtH'r.  1871.  |24,77»,26U  of  the  addi- 
tional amouttl  pruvidud  luid  be«u  issued  to  bunks  m  State*  ttaving 
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tbaa  their  proportion;  bat,  in  November,  1874,  ttiere  were  still  $2,241,- 
019  of  the  ^  '  I  wliloh  bad  not  been  abi^orbed,  and  it  was  ua- 

oeeeMaiy,  ai  i  y,  to  oall  in  tlie  $25,000,000  tfom  states  having 

more  than  their  proportion  for  rediatribution. 

Withdrawal  ok  Bonds  by  Banks  es  Liqdidation. 

^Section  forty-two  of  the  Act  of  .Iune3, 1864,  liadpenuitted  National 
i  to  plare  ilieiuselves  in  liquidation  by  the  vote  of  atockholdera 

'  holding  twotbirds  of  their  stock.  After  one  year  from  the  date  of  tlie 
vote  the  bank  oould  withdraw  its  bonds  by  depositing  lawful  money 
with  the  United  States  Treasurer  to  retire  ita  notes.  There  was  noth- 
ing mandatory  about  this,  and  many  banks  In  li<iiiidation  were  in  no 
hurry  to  retire  tlieir  circulation  and  withdraw  their  bonds  seeing  they 
eould  stili  draw  intere«it  on  tliem.  They  thus  enjoyed  indefinitely  the 
bent'fit  of  their  circulation  without  the  necessity  of  providing  for  its  re- 
demption. 

Thiu  did  not  meet  the  views  of  Congress,  and  by  the  act  of  July  14, 
1870,  banks  then  in  liquidation  were  required  to  deposit  lawful  money 
within  sixty  days,  from  the  date  of  the  law,  and  banks  thereafter  liqui- 
dating were  obliged  to  provide  for  their  notes  witliin  six  mc^nths  under 
ee^-ere  penalties.  This  had  the  effect  of  releasing  the  circulation  to  new 
aod  active  asiniciations.  The  Uiuit  on  aggregate  circuhttion  allowed  in 
several  of  the  States  having  been  reached  and  in  some  cases  exceeded, 
Dew  associations  in  such  localities  had  previously  much  difflcalty  in  ob- 
taining circulation.  Whenever  any  was  roleajsed  by  liquidation  and 
failure  it  was  eagerly  gathered  up  and  sent  in  for  redemption.  In  fact 
tlie  demand  was  so  great  that  the  circulation  of  banks  wliich  had  failed 
or  were  in  Liquidation  commanded  a  premium  from  those  banks  wish- 
ing to  obtain  a  portion  of  the  quota  allotted  to  the  State  in  which  they 
were  located.  The  gathering  up  of  notes  of  any  one  bonk  from  among 
the  great  mass  in  circulation  was  found  to  be  an  exceedingly  difficult 
ondertaklng.  Many  banks  wishing  to  reduce  their  circulation  could 
not  get  their  own  notes  to  send  back,  and  it  is  probable  that,  if  it  tiad 

_become  necessary  to  have  enforced  the  provision  of  the  law  of  1870 
jiring  the  withdrawal  of  $25,000,000  from  banks  in  the  Easteru  and 
Me  States,  the  practical  difBoulty  of  gathering  up  their  notes  would 
have  forced  a  sale  of  a  large  portion  of  their  bonds. 

CERTIFICATBS  of  DKPOSIT  for  LKGAI/-TKWDBR  NOTKS. 

>aring  the  years  1871  and  1872  there  was  a  cessation  of  important 
ilation  relating  to  National  banks.     In  1872  a  bill  was  passed  autho- 
rizing the  issue  of  United  States  certificates  of  deposit  for  legal-teuder 
notes  to  be  used  ajs  bank  reserves,  and  a  bill  passed  the  Senate  autho- 
I  rixing  banks  to  make  loans  to  one-tenth  of  their  capital  and  surplus 
instead  of  one-tenth  of  capital  as  theretofore,  but  did  not  become  a  law. 
[  In  September,  1873,  occcurred  the  great  tinanoial  crisis  ushered  in  by  the 
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failure  of  Jay  Cooke  &  Co.  When  Congress  met  in  December  it  reflected 
the  intense  financial  excitement  of  the  time,  and  the  country  looked  to 
it  for  relief.  Senator  Sherman,  Chairman  of  the  Senate  Committee  on 
Finance,  stated  that  over  sixty  different  propositions,  either  in  the  form 
of  bills  or  petitions,  had  been  received  by  the  committee.  The  state  of 
the  currency  previous  to  the  panic  was  as  follows  :  The  various  I^^al- 
tender  acts  had  authorized  an  issue  of  9450,000,000  of  legal-tender 
notes,  of  which  amount  $50,000,000  httd  originally  been  regarded  as  a 
reserve  for  the  redemption  of  temporary  loans,  but  had  been  perma- 
nently retired  when  the  temporary  loans  were  funded,  reducing  the  limit 
of  the  legal-tender  note  issue  to  1400,000,000.  Under  the  authority  of 
the  law  of  April  12,  1866,  Secretary  McCulloch  had  diminished  the 
amount  in  circulation  to  $356,000,000,  when  further  contraction  was 
prohibited  by  the  law  of  February  4,  1868.*  In  addition  to  the  legal- 
tender  notes  the  law  allowed  a  possible  issue  of  $354,000,000  of  National 
bank  notes,  most  of  which  were  actually  in  circulation. 

During  the  panic  it  was  urged  upon  the  Secretary  of  the  Treasury 
that  the  $44,000,000  of  legal-tender  notes  retired  by  Secretary  McCul- 
loch should  be  treated  not  as  permanently  retired,  but  as  a  reserve  to 
be  issued  when  called  for  by  great  emergencies  ;  and  yielding  to  this 
view.  Secretary  Richardson  under  the  great  pressure  of  the  times  issued 
$26,000,000  of  this  so-called  reserve  in  exchange  for  United  States  bonds. 
That  no  more  of  it  was  issued  was  due  to  the  fact  that  no  more  United 
States  bonds  were  offered. 

DivKKsmr  of  Opinion  RsoAKDiNa  thk  Panic. 

Congress  and  the  people  were  divided  as  to  the  causes  of  the 
panic  and  the  remedies  competent  to  relieve  the  attendant  distress. 
Those  who  believed  that  the  trouble  was  to  be  ascribed  to  a  restricted 
currency  were,  if  not  the  most  numerous,  the  most  clamorous.  Their 
arguments  were  tliat  the  limitation  of  the  paper  money  of  the  country 
to  $710,000,000,  $356,000,000  of  legal-tender  and  $354,000,000  of  National 
bank  notes,  had  prevented  an  increase  of  circulation  which  it  was  con- 
tended should  normally  keep  pace  with  the  growth  in  the  population 
and  business  of  the  country.  Not  only  had  this  arbitrary  limit  re- 
mained fixed  and  immovable  for  a  decade,  but  the  funding  of  some  of 
the  forms  of  temporary  debt  which,  with  these  notes,  had  served  the 
purposes  of  money,  brought  about  a  veritable  contraction  of  the  cur- 
rency in  the  face  of  population  and  business  constantly  increasing.  The 
evidences  of  this  progress  were  the  number  of  lines  of  railway  either 
finished  or  in  process  of  construction,  the  development  of  manufactur- 
ing interests  upon  every  side,  and  the  great  extension  of  trade  and 
commerce.     These  enterprises  had  to  stagnate  because  there  was  not 

*  "  It  was  an  unreasonable  apprehension  of  what  miflrht  be  the  effect  of  this  con- 
traction, rather  than  what  it  was,  that  raised  the  outcry  against  it."—"  Men  and 
Measures  of  Half  a  Century,"  by  Hugh  McCulloob,  p.  212. 
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'enough  in  (^iroalation  to  keep  thetu  in  a  condition  of  healthful 

Iftnty.     It  was  patent  tu  aU  that  failures  occurred  because  those  who 

I  Incurred  the  risks  of  projects  of  importance  to  the  public  did  not 

ivR  and  could  not  procure  the  currency  to  meet  necessary  payments. 

th<' Nfttioujii  baiikiuj;  BVstGui  received  its  sliare  of  animadversion.  The 

Miks  in  tlie  \Ve>^t  and  iSontli  had  not  receivetl  their  part  in  the  distri- 

utioD  of  circulation  allowed  by  law,  while  those  in  the  V^ant  had  been 

uuinly  favored.  The  scarcity  of  money  was  must  severely  felt  in  the  West 

bM  Sonth.    The  circulation  of  a  country,  it  was  claimed  by  many, 

(llmnld  IjAve  a  certain  pri>portion  per  capita  to  the  population,  and  thi.s 

i|w  capitA  projxjrtion  should  be  greater  in   sparsely   settled   than   in 

Nwiv'  red  communities.     The  per  capita  proportion  in  the 

irDii..  '  jui  runch  under  what  wiis  allowed  in  France  and  Eng- 

Wud.    It  was  claimed  that  on  general  principles  tlie  sniuller  the  aggre- 

Lgateof  uioney  in  circulation  the  greater  its  value,  and  the  more  dlfSeult 

litbeeaine  for  the  debtor  classes  to  obtain  it  to  pay  their  debts,  and  It 

I  wa»i'unt«nded  that  prices  fell  with  contraction  aud  rose  with  the  expan- 

ItMonof  the  currency.*    An  increase  of  prices  was  what  was  wanted  to 

I  restore  contidcnce.    Anything  tending  to  contraction  was  to  be  resisted. 

Ou  tlie  other  hand  it  was  asserted  that  there  was  really  no  lack  of 

I'ircnlatiug  medium,  and  that  the   flnancial   disaisters  had  not  been 

•iroii^lit  nbout  by  any  inade<}Uftcy  in  the  aggregate  volume  of  money. 

Tlietronble  was  due  to  the  assumption  of  debt  for  the  purpose  of  cre- 

I  *''n|{  pniducis  in  various  fonus  and  of  various  kinds  for  w^hich  there 

( *'!uno  iuinie«liate  demand.     Debts  were  incurred  to  build  railroads  in 

I  where  there  was  as  yet  no  trade  and  over  Mhich  the  travellers 

I  few,  and  which  could  not  pay  even  the  Interest  on  the  cost  of 

[their construction  for  years  to  come.     Goods  were  manufactured  of  a 

'  'Iwniption  which  already  eiisted  in  plenty  and  wliich  consequently 

•^'Uld  not  bo  sold  in  time  to  meet  the  engagements  incurred  in  their 

I  ''"'I'itiff.     Individuals  and  companies  had  borrowed  money  and  locked 

n  up  ii,  enterprises  which  mfule  no  returns.     The  money  itself  was  in 

^erii)ieij(.e,  but  was  ui  the  handa  of  those  who  felt  no  indueements  to 

JwDd  it  to  the  debtors  upon  their  depreciated  property.     The  increase 

[•of  the  circulating  medium  by  is-sues  of  Government  paper  could  afford 

[uorelleL     It  conld  only  be  paid  out  to  creditors  of  the  Govermuent, 

P"ii<l  holders  or  others.     If  those  who  needed  relief  had  Government 

[o"tid«  or  other  sound  security  they  could  obtain  money  upon  them  at 

"tun  nfty  yttars  1  Imvo  l>cen  n  cureful  ob8ervt?r  of  thcoouree  of  trade 

•"Jtl"'  life  of  prk'«^«  In  the  United  Stuti's,  uinl  of  the  ciiuses  which  httve 

tWtecU'.;  n.t  value  of  our  nirricultunil  and  mnnufocturlnK  productions.    I 

|"'»  known  prices  to  lie  udvunced  by  f oroljrn  demand,  or  by  temporary  deQciency  of 

Bppljr,  but  more  frequently  by  uptHnilntion,  Induced  Bnd  foaterud  by  redundant  cur- 

«>■.    I  liHve  known  prloes  to  decline  by  tlie  redotion  Of  speculation,  and  by  dlmlnu- 

jltio  of  tlj«i  home  or  fon'Jgti  dcmumlN ;  but  I  hu ve  never  known  our  farm  produuts  or 

jrcd  goods  to  full  to  brIiiK  what  th«y  wt-ro  worth,  ut  homo  or  nbroad,  by 

Insufflcient  supply  of  money  or  its  repreeentAtives."— "Men  and  Measures 

Btur>-."  by  Huifh  McCulloi-h,  p.  tSS. 
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the  banka.  From  over^trading  and  over-prodaction  the  value  of  vaaaj 
fonus  of  secarity  had  depreciated  in  tlie  market,  »ome,  peiliaps. 
more  than  was  warranted.  This  could  not  be  obviated  by  increased 
issues  of  paper,  but  time  must  be  given  to  enable  people  to  discriminate 
between  what  was  good  and  what  was  bad.  Further,  it  was  believed 
that  much  of  the  speculation  out  of  which  the  dilficulty  had  grown  wa* 
due  to  irredeemable  paper,  the  fluctuations  in  which  as  measured  by 
the  gold  standard  had  offered  peculiar  inducement's  to  speculators,  and 
that  a  permanent  cure  could  only  be  hoped  for  by  a  return  to  epeci* 
payments. 

Tlie  permanent  resumption  of  specie  payments  was  thought  impo«- 
■ible  by  some  as  lung  aa  the  balance  of  trade  w^aa  against  the  United 
States.  Some  proposeil  a  United  States  lx>iid  bearing  interest  at  the 
rate  of  3.65  per  cent.,  which  should  be  convertible  into  legal-tender 
notes  at  the  oi>tion  of  the  bolder,  while  at  the  same  time  the  legal-tender 
ziotes  oould,  at  any  time,  be  exchanged  for  the  bond.  This,  it  was  as- 
■erted,  would  give  elasticity  to  the  Ooveronieut  issue.'*. 

In  short,  one  party  held  that  the  panic  was  not  the  fault  of  the  cur- 
rency, though  the  latter  might  be  improved  by  a  return  to  specie  pay- 
ments, while  the  other  scouted  sptn-ic  payments  and  maintained  that 
an  additional  isMae  of  greenbacks  would  afford  a  cure  for  the  ills  o(  tiie 
time. 

VkTO  ok  THK  iNTLATIOJf  BILL  BT  PRKgiPKST  GRAJIT. 

Congress  had  to  do  sometlung  or  pretend  to  do  something,  aod  %ha 
debate  continued  month  after  month,  while  the  country  vaa  doabClaas 
gaining  strength  by  the  delay. 

Senator  Sherman  said  that  the  Finance  Committee  were  part  I0 
favor  of  u'nqunlifled  ittflatJon,  a  part  in  favor  of  a  return  to  apeci»p^- 
mcnts.  Ttie  latter  did  not  agree  as  to  the  means  by  which  such  pAjr- 
ments  were  \a>  be  brought  about.  The  first  bill  presented  by  tbe  ono- 
uiitteo  was  an  attempt  to  reconcile  the  divergent  viewa  It  wrasa  thon 
bill  of  six  seotlous.  The  first  tlxed  the  limit  of  legal-tender  notm  at 
1382,000, (.KK),  which  was  the  amount  then  outstanding,  including  Um 
tS6,000,000  issued  by  Secretary  Richanlson  during  the  panic.  Tb«  in- 
flatlonbtfl  wanted  ^00,000,000,  and  the  others  $356,000,000.  TtM  Me- 
ood  Motion  prorided  for  the  redemption  after  July  1, 1876,  in  gold  ooln 
or  United  States  Ave  per  cent,  bonds,  of  legal-tender  notet<  when  pr^ 
•ented  at  New  York  or  WaslJjigton  in  sums  of  $1,000,  or  some  multipla 
tberoof.  Tbe  notes  whra  so  redeemed  might  be  reissued.  The  tbiid 
provided  for  the  reapportionment  of  National  bank  circulation  to  gir* 
tlio  Sooth  and  Wont  an  amount  proportionately  equal  to  the  bank  cir- 
culation oatstan>)i  ■  v^-Yorkn'  "very  fL,OOU,000 
additional  bank  <  u  IsKned  )r  nder  noteawor* 
to  b»  ratired  and  tbe  tianks  were  to  keep  tliree-<puut«ni  of  their  tetaiw 
■t  h(MB»  and  ivtain  one-fourth  of  tb«  c<iio  intft  od  tiMir  boods. 
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TUis  bill  atnended  to  allow  an  issae  of  |400,000,000  legal -tender  notes 
aod  $4lO,t)UO,000  of  Natioual  bank  currency,  passed  both  bouses,  but 
was  Tetoed  by  Prerfdent  Grant,  It  w«b  maoifestly  an  impracticable 
ueasareL  The  constant  reiiisue  of  legal-t>e>nder  notes  and  their  funding 
Into  Unit«Ni  States  bonds  wonJd  bave  increased  the  fanded  debt  witb- 
oat  retiring  tlie  notes.  It  served  its  tnni  in  giving  Congress  sonietliing 
to  oecapf  it  during  the  period  of  greatest  excitement  and  until  cooler 
I  counsels  prevailed. 

Rbpbal  of  thb  Law  RKquiBtNa  a  Rbskrvb  on  CircvtIiATION. 

Another  bill  was  Introduced  in  the  House  which  finally  became  a 
law  on  June  20,  1874.     This  measure  principally  concerned  National 
bankrirculation.     It  repealed  the  provision  requiring  reserve  upon  olr- 
[culatiug  notes  and  provided  for  redemption  at  the  Treasury  of  the 
United  States,  each  bank  to  keep  on  hand  with  the  Treasurer  a  fund 
I  equal  to  five  per  cent,  of  its  notes.     This  law  also  required  the  Comp- 
troller of  the  Currency  to  proceed  at  once  to  withdraw  the  ^25,000,000 
\ol  etrcnialion  required  by  the  a<^t  of  1870  to  be  withdrawn  from  the 
aiid  to  distribute  it  to  banks  organizing  in  the  South  and  West, 
.  this  was  to  be  done  notwltlistanding  the  fact  that  the  whole  154,- 
[(K)0,(X)0  of  additional  circulation  provided  by  the  act  of  1870  had  not 
j  yet  be«D  issued. 

To  overcome  the  practical  difflcolty  of  banks  returning  their  own 
I  circulation,  the  law  permitted  them  to  provide  for  the  redemption  of 
their  notes  by  the  deposit  of  lawful  money.  The  immediate  effect  of 
this  provision  was  the  voluntary  retirement  of  a  large  amount  of  cir- 
<7alation  and  withdrawal  of  bonds  by  many  of  the  banks  in  the  Eastern 
«nd  Middle  8tat«s,  indicating  that  even  in  that  section  of  the  country 
the  demand  for  additional  currency  was  not  bo  great  as  load  been  sup- 
Tbe  banking  law  of  June  3,  18G4,  required  all  National  banks 
I  capital  of  f90,000  or  upward  to  deposit  with  the  United  States 
surer  an  amount  of  bonds  not  less  than  one-third  of  such  capital 
[  whether  circulation  was  issued  or  not,  and  in  no  case  could  the  mini- 
mum of  bonds  held  be  less  than  $30,000.  The  act  of  1874  reduced  the 
required  minimum  of  bonds  for  banks  of  large  capital  to  $50,000  by 
permitting  any  association  to  reduce  its  bonds  to  this  amount. 

The  feature  of  the  law  allowing  banks  in  operation  to  retire  their 

firenlation  by  a  deposit  of  lawful  nioney,  was  first  suggested  in  a  letter 

jf  the  Comptroller  of  the  Currency  to  Mr.  Sherman,  Chairman  of  the 

iFiaance  Committee  of  the  Senat«,  dated  December  4,  1873.     In  this 

[letter  It  was  stated  tliat  many  applications  had  been  received  for  the 

lorgaiiization  of  banks  without  circulation,  and  suggested  that  tliis  could 

lied  by  reducing  the  minimum  of  bonds  required  to  be  de- 

jt.  1    .1     111,000,  and  permitting  banks  already  in  existence  who  did 

;  to  issue  notes,  to  retire  their  circulation  by  a  deposit  of  lawful 

The  Comptroller  says  that  as  far  as  he  is  aware  there  can  be 
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DO  objection  to  sach  a  bill.  This  proposition  wa«  debated  to  aouie  ex- 
tent in  the  Senate,  but  was  dropped  without  action,  and  the  proviKJau 
of  retiring  circulation  by  deposit  of  lawhil  money  was  embodied  in  the 
bill,  wliich  became  a  law  as  above  stated. 

The  portion  of  the  act  of  June,  1874.  reqnirinK  the  Comptroller  to 
withdraw  circulation  from  banks,  located  in  sections  of  the  country 
having  more  tlian  their  proportion  of  circulation,  was  supereeded  by 
the  free  banking  act  of  1875  before  there  was  any  opportunity  to  put  it 
in  practical  operation.  Doubtless  it  would  never  huvc  proved  of  much 
value.  The  circulation  might  have  l)een  witlulniwn  from  some  of  the 
States,  but  there  would  have  been  little  demand  for  it  in  others.  Three 
hondred  and  eighty-two  millions  of  legal-tender  notes  stood  in  the  way 
of  any  great  increase  of  the  National  bank  currency. 

Dkcustb  of  thk  Inflation  Skstimknt. 

By  the  end  of  1874  there  was  some  reaction  from  the  general  feeling 
In  favor  of  inflation  of  the  currency  that  had  prevailed  after  the  paiilc^ 
It  was  plain  that  the  eiquinsion  party  in  Congress  could  not  Mfure  any 
addition  to  the  legal-tender  issues.  The  operation  of  the  act  of  1674 
would,  it  was  plain,  cause  contraction  rather  than  an  increase  of  Ka* 
tionnl  bank  circulation.  The  circulation  Kurrendered  by  the  eastern 
banks  lay  idle  in  the  Treasury  as  the  banks  in  the  South  and  West  did 
not  ap()ear  to  want  it.  There  was  also  a  strong  party  in  favor  of  doing 
something  to  bring  about  the  rejiumption  of  specie  payments. 

A  bill  for  this  purpose  was  reported  by  Mr.  Sherman  on  Deoeiuber 
21,  1874.  When  it  was  called  up  the  next  day,  such  hasty  action  was 
deprecated  by  Messrs.  Schurz,  Bayard  and  Thurman,  but  by  a  vote  of 
thirty-nine  to  eighteen,  the  Senate  decided  to  consider  it.  Mr.  Sher- 
man explained  that  there  were  three  plans  of  si)«'cie  resumption  advo- 
cated, first  by  a  steady  contraction  of  the  legal-tender  notes  iscoet  ; 
second  by  funding  the  legal-tender  notes  in  bonds,  and  third  resomp- 
tion  by  graduated  payments,  redeeming  the  notes  in  gold  at  their  quoted 
market  value,  and  by  degrees  paying  more  and  more  for  tbeni  notU  at 
length  they  were  brought  to  par  in  gold.  Mr.  Sherman  himself  was  in 
favor  of  the  second  plan,  but  he  was  aware  that  it  would  Im»  impoMfblo 
to  »e<'urt'  siifllciiMit  support  for  any  one  of  the  three. 

Tlie  bill  he  had  repf>rted  contained  s<jme  of  the  principles  of  tbea* 
plans,  and  proponed  resumption  by  three  gradoated  st^ps  :  Ut  tha  re- 
demption of  the  fractional  currency  in  silver  ;  2d  the  free  imam  vi  Na- 
tional bank  tiotes  and  the  proportional  withdrawal  of  legal-ieadarnoii^ 
and  Sd  a  future  tlxtnl  day  of  payment  in  coin.  Theae  provtaloaa 
•eeeptaUe  tu  the  ultra  hani-wouey  men,  with  tlie  exeepUoo  thai' 
bill  left  it  uncertjiin  whether  the  legal-tender  imttnt  witbdratm  by  the 
iMsne  of  National  bank  currency  wore  penuanenUy  retirvd.  On  thia 
point  Seharx,  Bayard  and  Thurman  were  anxioua  tu  be  Infomurd,  Iml 
r.  ShennMi  declined  and  prof^aaed  to  be  unable  to  give  aojr  opfaiiaik 
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ii*  lUMwer  was,  that  if  the  bQl  did  not  settle  it  time  would  show.  ThiB 
rery  uncertainty  made  it  ax^ceptable  to  the  other  party  who  saw  in  it  a 
eluuH«  for  the  cxpanttion  both  of  legal-tender  and  bank-note  cireula- 

ions.  At  leastt  it  was  a  safe  bill  for  a  politician  to  vote  for  as  he  could 
fipljiin  it  to  mean  contraction  or  expansion  according  as  hia  enquiring 
toiistituent  waa  of  one  or  the  other  way  of  thinking.     The  bill  paaeed 

)eeeraber81,  the  sajne  day  it  waa  taken  up. 

RBsciiPTiON  Act  op  January  14,  1876. 

In  the  House  it  was  reached  on  January  7.  and  was  paftited  without 

idMU«  Under  the  previrjusi  question.     The  call  for  the  previous  question 

ued  upon  the  promise  of  Mr.  Maynard,  Chainnan  of   the 

tiiifr  i^d  Currency  Committee,  who  had  charge  of  the  bill,  to  the 

lluimnity  that  gentlemen  woidd  have  leave  to  print  any  amendmentH  or 

lrfiujirk!.tlieymi«ht  have  desired  to  make  on  the  bill  in  the"  Rfcord."    As 

ltlK>  (lofeat  of  the  measure  was  hopeles-s,  this  promise  was  accepted  by 

jtlicpciliticuans  a»  all  that  was  necessary  to  make  their  record  right. 

I  Willie  Mr.  Maynard's  promise  was  all  right  as  far  as  it  went,  it  was  soon 

jloiind  that  it  was  only  good  so  far  as  he  was  concerned.     When  the  bill 

]w»Kpa«ed,  many  other  members  objected  to  printing  amendments  and 

lupeKbes  which  had  not  been  offered  or  made  in  actutd  debate,  and  in 

|»pit<?of  Mr.  Mayuard's  pleas  that  the  majority  would  honor  his  promise, 

I  tile  House  would  not  consent  to  permit  the  printing  of  the  post /aato 

nuHiidmenU  and  arguments.     The  bill  became  a  law  January  14,  1875. 

L  Tlie  free  ttauking  section  of  the  specie  resumption  bill  removed  all  limit 

ipou  tlie  aggregate  amount  of  National  bank  circulation,  and  provided 

Itlwt  OS  additional  notes  were  is.sued  to  the  National  banks  to  the 

ftiuoijiit  of  *1,0(X),000,    legal-tender  notes  to  the  extent  of  $800,000 

I  ihoultl  be  retired.     During  this  session  of  Congress  laws  were  enacted 

tuioving  the  limit  of  circulation  wliich  a  National  gold  bank  might 

I  further  restricting  the  issue  of  paper  money  by  individuals  and 

mions  other  than  National  banks,   and  regulating  the  pay  of 

[National  bank  examiners. 

The  Grbbnback  Tbeohy. 

Ifp  to  the  dat*  of  the  Resumption  Act,  no  serious  attacks  were  made 
I  "Pwi  the  National  banking  system,  The  National  bank  note  seemed 
[''><mJoy  an  equal  degree  of  popularity  with  the  notes  of  the  Govern- 
l*uent.  In  18C9  (ieneral  Butler  had  advocated  a  plan  for  retiring  Na- 
tidnij  l)ank  circulation  and  making  irretleemablo  fTOvemment  notes  the 
iWi'tiiBive  currencj'  of  the  country.  It  was  received  with  no  favor,  and 
I "'  all  the  subsequent  tluancial  discussions  up  to  and  includiiig  that  of 
•  '^75,  tlie  advocates  of  inflation  had  looked  with  equal  favor  u]:x)n  an 
I  wparwioi,  of  legal-tender  notes  and  one  of  National  bank  notes.  Dur- 
I  "'K  the  period  between  1875  and  1879,  when  resumption  was  to  take 
[P'ftci',  n  change  occurred.     It  is  plain  that  the  frw  banking;  law  gave 
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the  opportunity  to  secure  all  the  currency  that  the  wants  of  busiiie 
in  any  part  of  t)te  country  might  require.  If  there  was  a  demand  fo^ 
currency,  as  the  Inflationists  urged,  here  was  an  unfailing  well  from 
wliich  the  demand  might  be  HuppUed.  It  is  tmetiiat  le^al -tender  not«« 
were  retired  as  National  currency  expanded  but  not  in  the  same  de^iree, 
and  there  was  thus  a  gradual  inflation  of  theaggregate  amount  of  [wper 
money.  Business  did  not  revive  to  the  extent  expected,  prices  did  not 
rise,  and  tunes  continued  to  be  hard.  Although  the  tianks  could  obt«in 
currency  to  iseue,  they  could  not  obtain  such  si-curity  for  loans  tm 
iieemed  good  to  them.  The  popular  feeling  seems  to  have  rcnrt«d 
against  the  banks.  They  could  issue  currency  but  would  not  loan  it  a* 
freely  as  the  offerers  of  poor  security  desired.  The  hard  times  w«rv 
ascribed  to  the  Resumption  Law,  to  the  contraction  of  the  legul-teuder 
notes,  to  everything  exoept  the  condition  of  exhaustion  which  had  fol< 
lowed  tht«  p<iuic  of  1873.  The  National  bank  medium  did  not  pro<luee 
quick  enough  results,  something  elue  was  wanted.  Every  Congrew  be- 
tween 1875  and  1879  waa  fertile  in  measures  for  substituting  greenbacks 
for  National  bank  notes,  and  for  abolishing  the  National  banking  sy»- 
tem.  The  South  generally  aimed  to  effect  the  destruction  of  the  iiy«t«lD 
by  repealing  the  tax  upon  State  bank  circulation,  thus  restoring  tlM 
State  systems,  while  the  greenback  advocaten  usually  hailed  ttata  the 
West. 

The  Comptroller  of  the  Currency  in  his  address  to  the  Amerieui 
Backers'  AModation  at  Saratoga  in  1879,  said,  *'  that  there  were  no* 
six  members  from  the  Eastern  and  Middle  States  who  were  in  favor  of 
the  issue  of  the  greenback  as  the  only  paper  currency  of  the  cottntry; 
and  from  the  Southern  States,  so  &r  as  he  could  learn,  there  wa«  not 
one  member  in  favor  of  such  substitntion." 

PORTHKR   RBTIRBMRRT  OF  LBOAL  TbSDBRS   PBOHIBTTBDi. 

The  main  argument  of  the  greenback  party  for  the  substitution  was 
tlie  Mkving  in  interest  to  be  effected  by  the  Government  from  Ismiing  lt« 
own  money.  Most  of  the  plans  proposed  to  issue  large  additkMud 
amounts  of  legal-tender  notes  to  be  used  in  retiring  and  oanoeOing  the 
United  Stat  (It  Itonds  deposited  by  the  National  bonlu,  regardloMiaf  th« 
fact  that  such  bonds  could  nut  be  rediH'uiCKi  liefom  they  luaturwl 
These  measnroa  seemed  to  a-nsume  that  the  (fovertuueut  cciuld  dixpoM* 
of  the  bonds  it  held  in  trust  for  the  banks  without  any  regard  to  the 
rights  wbl^  the  National  hank.'t  had  in  common  with  other  bond  hold- 
en.  The  only  thing  efTcctoi  in  Congress  was  the  enactment  of  the  law 
nf  May  3t,  1H78,  by  which  any  further  reduction  of  the  legml-tender 
notes  wiu>  pmhibiteiL  From  1875  to  May  31, 1878,  National  benk  notes 
to  the  amount  of  atK>ut  fll,0(K),()(.)O  had  been  issued,  and  legal-tecider 
note*  had  been  Ksluced  from  |i382,()O0,(KjO  to  $346,681,016,  «t  which  hurt 
amount  they  have  slnoo  continued.  The  retirement  of  NAtlon*!  hsuik 
notes  more  than  kept  paee  with  their  iaMe«»  and  the  aggngato  awoant 


NATIOSAL  BANK  LEGISLATION,  m^lSBi. 


281 


t«dac«d  from  •351,861,460  on  Janaarjr  14,  1876,  to  $320,991,796  in 

Corember,  1878,     There  was,  therefore,  under  the  free  banking  law  of 

daring  the  time  the  provision  for  retirement  of  legal-tender  notes 

inaed  in  fiill  force,  a  total  contraoticm  of  the  paper  money  of  the 

•oontry  of  about  $66, 000,000 — maeh  greater  than  the  contraction  under 

Seoretarjr  McCuUo<-h  in  1866.     This  contraction  cannot,  however,  be 

said  to  have  been  forced  by  tfie  law,  but  was  the  natural  expression  of 

retd  condition  of  business  at  that  period. 

In  1876  an  act  was  passed  amending  the  provisions  of  the  original 
ik  act  In  regard  to  the  appointment  of  Receivers.  Previously  there 
had  been  no  way  to  wind  up  a  Natiotial  bank  unless  it  refused  to  re- 
leem  its  notes  or  conuiiitted  one  of  several  «i>eeitied  violations  of  law. 
bunk  iniglit  be  utterly  insolvent  and  yet  not  have  committed  any  of 
the  specified  acta  for  which  a  Receiver  might  be  appointed.  The  new 
^law  enabled  tlie  Comptroller  to  close  a  bank  on  account  of  insolvency, 
and  also  gave  him  control  of  banks  in  voluntary  liquidation  which 
miglit  fail  to  meet  their  debts.  It  provided  also  for  turning  over  the 
reauuning  assets  of  banks  whose  debts  had  been  fully  paid  by  the  Re- 
ceiver to  their  stockholders.  Only  laws  relating  to  minor  points  were 
jjjBBsed  bt-tween  1S76  and  1882. 

The  original  banking  act  of  February  26,  1863,  had  permitted  banks 
i  ftx  in  tlieir  articles  of  association  the  day  upon  which  their  corpor- 
ite  existence  should  c.<juimence,  and  for  what  term  of  years  it  should 
intinue,  which  term,  however,  was  not  to  exceed  twenty  years  from 
date  of  the  law.     If  this  law  had  continued  in  force  all  National 
iks,  whenever  organized,  would    have  terminated  not  later  tlian 
rebrunry  25,  1883.     This  law  was  superseded  by  the  act  of  June  3, 
1S64,  bat,  in  the  meantime,  some  300  banks  had  been  organized.    Some 
lof  them  took  eighteen,  some  nineteen  years,  but  the  majority  the  full 
Iterm  allowed  by  the  law.     The  charters  therefore  commenced  to  expire 
[in  ISSl  and  continued  to  do  so  at  different  dates  in  1882  and  1883,  until 
•'ebmary  25  of  the  latter  year.     The  act  of  1864  provided  that  banks 
Jzed  under  it  should  have  existence  for  twenty  years  from  the 
date  of  their  organization,  which  was  the  date  of  their  organization 
certificate.     Tiiis  change  virtually  made  the  system  perpetual,  as  new 
))anks  «!Ould  be  organized  as  the  old  ones  expired.     This  process  neces- 
sitated the  winding  up  of  the  old  banks,  and  was  also  objectionable  in 
3me  cases  in  that  it  did  not  give  the  ComptroUor  sufficient  power  of 
supervision  of  the  process  of  transferring  the  assets  of  the  expiring  as- 
itioD  to  the  new  bank,  emd  involved  much  trouble  in  the  retire- 
Fjoent  of  circulation  and  the  transfer  of  bonds.     The  attention  of  Con- 
I  greas  was  called  to  the  matter,  and  a  bill  was  introduced  by  Mr.  Crapo, 
{Chairman  of  the  Banking  and  Currency  Committee  of  the  House,  for 
the  extension  of  the  charters  of  the  banks  which  were  about  to  expire. 
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Extension  of  thk  Corpobatb  Existkncb  ok  National  Bahxa. 

The  mtroduction  of  tliis  bill  was  the  signal  for  all  who  were  opposed 
to  the  National  banking  system,  a^  it  stood  under  existing  law,  to  offer 
8uch  amendments  bm  they  thought,  necessary  to  improve  Its  defects  or 
to  curb  its  alleged  powers  for  evil.  The  bill,  as  it  finally  became  u  law, 
provided  that  stockholders  owning  two  tliirds  of  the  stock  mi^ht  ex- 
tend their  association  with  the  approval  of  the  Comptroller  of  the  Car- 
rency  to  be  granted  after  a  special  exaiuination  of  its  condition.  Tliere 
were  provisions  for  proteotlnK  the  minority  stockholders  who  uii^lit  no< 
wish  to  extend  the  bank,  also  for  protecting  minority  stockholdcrH  of 
banks  which  were  placed  in  liquidation  for  the  purpose  of  organizing 
new  aasooiations.  One  member,  who  tliought  National  banks  bad  too 
great  advantages  in  tlie  United  States  courts,  introduced  a  claose  for 
the  purpose  of  putting  them  un  the  some  footing  in  tliis  respect  nsBtat* 
banks  and  private  bankers.  Tlie  old  circulating  notes  of  extended  •»• 
aodations  were  to  be  all  redeemed  and  destroyed,  and  the  new  cirrala- 
tion  Issued  by  them  was  to  be  of  a  new  and  different  design ;  so  that 
the  profit  arising  from  notes  lost  and  destroyed  during  the  period  of  the 
first  charter  of  the  bank,  which  tlie  law  declared  should  belong  to  the 
Ooverrunent,  might  be  accurately  deternitned.  The  cost  of  preparing 
tlie  plates  from  which  their  notes  were  printed  was  to  be  paid  by  tb« 
banks.  Banks  that  did  not  extend  had  their  franchise  extended  for 
winding  up  their  nffairs.  Banks  with  a  capital  of  J150,fMX>  or  less  were 
penuitted  to  organize  with  bonds  amounting  to  one-fourth  of  their  cap- 
ital. There  were  several  provisions  in  regard  to  the  issue  and  retire- 
ment of  circulation.  Banks  that  retired  their  notes  by  the  deposit  of 
lawful  money  could  not  take  out  new  notes  until  the  lapse  of  six  moutlis, 
and  not  more  than  three  milUons  of  dollars  of  lawful  money  could  be 
retired  in  any  one  month.  The  act  also  provided  for  the  issue  of  tbre« 
per  cent,  bonds  in  exchange  for  the  bonds  bearing  three  and  one-hatf 
per  cent.  The  issue  of  gold  oertifleates  was  autliorized  and  silver  cer- 
tificates were  made  available  for  reser^'e,  and  National  iMuiks  were  for- 
bidden to  belong  to  a  clearing-house  where  aUvcr  certificates  were  not 
taken  iu  payment  of  b&lance«;  and  last,  fine  and  iuiprisomtMbt  w*tr« 
made  the  p<<nalty  for  the  unlawful  cert ific^ut ion  of  checks. 

In  March,  i88.S,  a  law  was  passed  repi«aling  the  taxation  of  hauik 
oapitixl  and  deposita,  leaving  circulation  only  sobjeot  to  semlHUintial 
duty.* 

RBDKScin>ioar  oir  National  Bank  Cikculation. 

The  orlgiruil  National  Currency  Act  of  Februiiry  25,  1863,  tDad«  no 

proviaiuu  for  thu  rc-dvuiptiun  of  circulation  at  redcmptiou  ag«oeiaa  in 

th»  principal  cities,  but  simply  nx|uir<Ml  tliat  every  l>auk  should  rv<deeut 

Ha  ririMilalirm  at  itn  own  vuunti-r,  koi^ping  a  reserve  upon  lt«  dtrpoaito 

•Tbe  W«r  Idp^Twne  Act  of  vm  SmvTmi  ■  Ux  nn  Mm  capital  sad  •arpiu«of  bankettb 
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atjon  of  twenty-five  percent,,  of  wliicb  reserve  three-fliths 
:       mi^lit  be  kept  deposited  with  associations  In  nine  principal  cities  nonied 
Lf_  in  the  itoL     Sectioun  thirty-ont«  and  thirty-two  of  the  act  of  June  3, 
^Kl864,  established  two  classes  of  redemption  cities,  New  York  alone  being 
^^bthe  fln!t  cAiiss.     The  banks  in  tlie  cities  of  .St.  Louis,  IxiuisviUe,  Chi- 
^HklgD,  Detroit,  Milwaukee,   New  Orleans,   Cincinnati.  Cleveland,  Pitts- 
boif;,  BalTiujure,   Phila<lelphia,    Boston,   Albany,    Leavenworth.    San 
Pnuiciseoand  Washington,  were  required  to  select  in  New  York  city,  an 
aasoeiatjoa  subject  to  the  approval  of  the  Comptroller  of  the  Currency 
at  which  they,  each  of  theiu,  would  redeem  their  eircuLitiny  notes  at 
par.     The  banks  located  outside  of  the  cities  named,  and  since  known 
by  the  general  title  of  country  banks,  were  required  to  select  in  some 
one  or  more  of  the  cities  named,  including  New  York,  an  association  or 
associations  subject  to  the  approval  of  the  Comptnjller  of  the  Currency, 
at  which  they,  each  of  them,  would  redeem  their  circulating  notes.     It 
may  be  noted  here  that  although  the  act  of  March  3,  1865,  which  pro- 
vided that  every  National  banking  association.  State  bank,  or  a  State 
banking  association,  should  pay  a  tax  of  ten  per  cent,  on  the  amount  of 
potes  of  any  State  bonk  or  State  banking  association  paid  out  by  them 
ter  July  1.  1866,  bad  great  weight  in  compelling  the  majority  of  the 
ting  State  banks  to  convert  int<3  National  banks,  yet  there  were  a 
number  of  the  State  banks  in  New  York  and  other  large*  Eastern 
I  so  strong  that  the  mere  suppression  of  their  right  to  issue  circu- 
itlon  would  not  of  itself  have  induced  them  to  become  National  banks. 
Hon.  Hugh  McCulloch,  Comptroller  of  the  Currency,  was  at  first 
apprehensive  of  too  rapid  an  increase  in  the  number  of  the  National 
banks,  because  he  was  of  the  opinion  that  too  many  new  National 
baoka,  in  addition  to  the  old  State  banks  already  existing  and  refusing 
■^p  convert  into  National  organizations,  would  greatly  overstock  the 
^^Boantry  with  banking  facilities.     He,  therefore,  in  every  possible  way 
^nought  to  encourage  the  conversion  of  the  State  banks  into  National 
■^Institutions.     He  used  his  utmost  influence  to  induce  the  Legislatures 
of  the  States  in  which  the  State  banks  were  mostly  located  to  pass  en- 
abling acts  to  facilitate  conversion  from  the  State  to  the  National  sys- 
tem.    By  1864  the  principal  States  had  passed  such  enabling  acts  and 
there  wa«  a  strong  prospect  that  all  of  the  States  would  do  so.     The 
large  city  banks,  confiding  in  their  deposit  and  discount  business, 
were  still  in  many  cases  loath  to  enter  the  system ;  and  it  was  the  con- 
struction put  by  the  Comptroller  of  the  Currency  upon  Sections  thirty- 
one  and  thirty-two  of  the  Currency  Act  of  1864,  requiring  the  selection 
of  redemption  and  reserve  agents  at  the  money  centers,  which  did  more 
to  finally  drive  these  banks  into  the  National  system  than  tlie  suppres- 
maax  of  their  cirtoilation  by  the  act  of  March  3,  1865.     The  se(!tions  re- 
ferred to  do  not  di^'tinctly  provide  that  the  redemption  agents  selected 
mast  be  National  banks;  but  inasmuch  as  the  Comptroller  of  the  Cur- 
'  refnsed  to  approve  Giny  other  than  National  banks  as  such  agents, 
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the  laxge  State  banks  saw  at  once  that  unless  they  oould  legally  be- 
oomfrthe  redemption  and  reserve  agents  of  their  country  oorreepood- 
ents,  these  correspondents  would  be  likely  to  transfer  their  aooonnts  to 
the  National  banks,  and  consequently  felt  obliged  to  enter  the  National 
system  or  to  give  up  a  large  share  of  their  business.  It  was  well 
understood  by  the  authors  of  the  National  Currency  Act,  that  some 
system  of  practical  and  effective  redemption  was  necessary  for  the  pre- 
servation of  a  healthy  currency  and  as  a  safeguard  against  redundancy. 
The  original  redemption  law  provided  a  large  number  of  cities  at  which 
«ach  National  bank  might  select  its  redemption  agencies.  As  a  matter 
of  fact,  it  was  found  that  the  great  majority  of  the  country  banks  se- 
lected for  the  redemption  of  their  notes,  agencies  in  New  York  city, 
Boston  and  Philadelphia. 

Natiowai.  Bahv  Notks  not  Subject  to  Tbub  Cohmxbciai. 

RSDSMFTIOir. 

At  the  very  first  and  for  almost  the  whole  period  of  the  existence  of 
the  National  banking  system  lawful  money  of  the  United  States,  in 
which  the  National  bank  notes  were  legally  redeemed,  has  been  in  ex- 
cess of  the  amount  of  the  National  bank  notes  themselves.  The  result 
of  this  has  been  that  from  the  beginning  of  the  system  there  has  been 
no  true  commercial  redemption  of  the  National  bank  note.  The  pro- 
visions, both  in  regard  to  redemptions  of  circulation  and  the  mainten- 
ance of  a  large  reserve  for  such  purpose,  were  intended  by  the  authors 
of  the  act,  very  evidently,  for  a  condition  of  things  when  the  National 
banks  should  issue  the  bulk  of  the  currency  of  the  country.  They  did 
not  contemplate  that  there  would  be  any  other  lawful  money  than  the 
original  l^;al-tender  notes  and  gold  and  silver,  and  that  the  great  in- 
crease in  our  currency  which  has  been  caused  by  the  issue  of  silver  cer^ 
tificates.  Treasury  notes  and  other  forms  of  lawful  money*  besides 
the  legal-tender  note,  would  be  caused  by  the  issue  of  additional 
National  bank  currency.  By  means  of  these  enlarged  issues  of  law- 
ful money  the  National  bank  note  has  been  kept  in  the  background, 
and  because  the  money  in  which  it  was  to  be  redeemed  was  more  plen- 
tiful than  the  notes  to  be  redeemed,  the  National  bank  currency  has 
never  been  freely  presented  for  redemption.  Owing  to  this  faat  the 
currency  became  very  much  worn  and  mutilated  as  well  as  dirty  and 
defaced.  The  difficulty  of  getting  back  their  notes  which  was  encount- 
ered both  by  the  banks  that  went  into  voluntary  liquidation  and  by  the 
others  that  desired  to  retire  a  portion  of  their  circulation,  made  it 
necessary  to  adopt  some  plan  for  securing  regular  redemption  of  the 
notes.  The  act  of  June  20, 1874,  therefore,  abolished  all  lawful  money 
reserves  on  National  bank  circulation  and  established  a  bureau  in  the 
Treasury  Department  for  the  redemption  of  the  National  bank  our- 

*  Though  the  sliver  oertifloates  are  not  strictly  lawful  money,  they  are  praotloally 
ao,  a«  they  repraaent  the  oolu  doUan  which  are  a  full  legal  tender. 
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rency.  At  the  eaioe  time  tliis  law  permitted  any  association  that  de- 
sirwi  to  withdraw  its  bonds  tf>  do  so  by  dt^poeiting  lawful  money  for  the 
iilllmate  retleiuption  of  its  circulating  notes.  The  premioni  on  bonds, 
b^lriuniug  ti>  appear  in  1874,  and  the  gradual  Increase  in  the  amouat  of 
lawful  moneyB  of  the  Uuited  States,  soon  began  to  force  out  of  uj^e  and 
cansGB  reduction  in  the  amount  of  National  bauk  currency  outstand- 
ing; Bod  the  National  Redemption  Bureau  of  the  Treasury  Department 
lias  been  doing  an  active  business  in  redeeming  and  retiring  the  notes 
of  National  bankB  almost  since  the  date  of  its  flrst  organization. 

Although  the  Redemption  Bureau  at  Washington  superseded  the 
redumpdon  agents  that  before  the  year  1874  had  been  maintained  by 
ench  blink  in  aome  one  of  the  so-called  redemption  cities,  the  act  creat- 
ing it  did  not  interfere  with  the  privilege  of  banks  keeping  a  portion  of 
theirreeerves  with  agents  approved  by  the  Comptroller  of  the  Currency 
inwicb  cities.  These  reser\'e  cities  were  divided  into  two  classes.  The 
b&nluin  New  York  city,  being  the  only  cJty  in  the  ttrst-clas-s,  were 
obliged  to  keep  their  entire  required  reserve  in  their  own  vaults.  The 
'>*nk«  in  cities  of  the  second-class  were  permitted  to  keep  one-half  of 
their  reserve  in  banks  in  New  York  city,  and  one-half  in  their  own 
*flalt8.  Under  this  systent,  country  banks,  so-called,  that  is  banks  loca- 
*«!  outaide  of  any  of  the  resurvo  cities,  the  total  required  reserve  of 
which  was  fifteen  per  cent,  of  deposits,  kept  three-fifths  of  such  fifteen 
P^reent.  in  baulu  selected  cmd  approved  by  the  Comptroller,  in  the 
'tvcrve  cities,  and  the  remaining  two-fifths  in  cash  at  home.  Banks  in 
fPiierve  cities  of  the  secoudclaas,  required  to  keep  a  reser\'e  of  twenty- 
K  flTe  per  cent,  of  their  deposits,  were  pemiitted  to  keep  twelve  and  one- 
H  liaif  t>er  cent,  in  banks  in  New  York  city,  and  twelve  and  one-half  per 
^Kceat  in  their  own  vaults.  The  tendency  of  this  it  was  thought  was  to 
^Bcawiean  undue  accumulation  of  the  reserves  of  tlie  baitks  in  New  York 
^■eity  banks.  To  counteract  this  in  a  degree  the  act  of  March  3,  1887, 
Vvu  passed,  which  provided  for  tlie  creation  of  other  reserve  cities  of 
H  the  iint  olaas,  the  banks  in  which,  like  those  in  New  York,  should  keep 
H  their  total  eaab  reaeiree  of  twenty-five  per  cent,  on  their  deposits  at 
Hiiome. 

This  act  provided  that  whenever  three-fourths  of  the  National 
[banks  located  in  any  city  of  the  United  States,  having  a  popnhition  of 
|wo  hundred  thousand  people,  made  application  to  the  Comptroller  of 
he  Currency  to  have  such  city  made  a  central  reserve  city,  or  reserve 
ity  of  the  flrst-dass,  similar  to  New  York  city,  the  Comptroller  might 
rant  such  request.     Similarly  a  request  from  three-fourths  of  the  Na- 
tional banks  in  any  city  of  fifty  thousand  inhabitants,  would  author- 
!  the  Comptroller  to  make  that  city  a  reserve  city  of  the  second-class, 
joder  this  law  Chicago  and  St,  Louis  became  central  reserve  cities,  and 
1  number  of  other  cities  became  reserve  cities  of  the  second-class. 

It  is  a  question  wlietlier  the  effect  of  this  law  in  diverting  any  large 
portion  of  the  reserves  of  the  banks,  as  a  whole  from  New  York  city, 
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was  in  any  reei>ect  noticeable.  The  cities  which  availed  themselves  of 
it  certainly  laid  themselves  nnder  a  stricter  provision  of  law  in  regard 
to  reserve  than  they  had  been  previously  obliged  to  observe. 

On  Jnly  28,  1892,  an  act  was  passed  making  it  obligatory  upon  every 
National  bank  to  redeem  all  notes  issued  to  or  received  by  it,  even  if 
such  notes  were  lost  or  stolen  from  the  bank  and  put  in  circulation 
without  the  signature,  or  on  the  forged  signature,  of  the  President, 
Vice-President  and  Cashier. 

OiTBRBircT,  FuNDiNa  Aso  BAmBiNe  Act  of  Mabch  14,  1900. 

On  March  14,  1900,  the  President  signed  a  bill  entitled  "An  Act  to 
define  and  fix  the  standard  of  value,  to  maintain  the  parity  of  all  forms 
of  money  issued  or  coined  by  the  United  States,  to  refund  the  public 
debt,  and  for  other  purposes. "  It  declared  the  gold  dollar  to  be  the 
standard  of  value  and  made  it  the  duty  of  the  Secretary  of  the  Treasury 
to  maintain  all  forms  of  money  coined  or  issued  by  the  United  States  at 
a  parity  with  the  standard.  A  separate  division  of  issue  and  redemp- 
tion was  created  in  the  Treasury  Department  to  which  was  transferred 
$160,000,000  of  gold  coin  and  bullion,  to  be  used  for  redemption  purpo- 
ses. United  States  notes  and  Treasury  notes  issued  under  the  act  of 
July  14,  1890,  were  made  payable  in  gold,  the  former  to  be  retained  in 
the  division  of  issue  and  redemption  until  exchanged  for  gold  and  not 
in  any  case  to  be  paid  out  to  meet  deficiencies  in  the  revenues,  and 
Treasury  notes  as  redeemed  or  received  in  the  ordinary  course  of  busi- 
ness to  be  retired  and  cancelled,  their  place  to  be  supplied  by  silver 
dollars  or  certificates.  The  limit  of  the  subsidiary  silver  coinage  was 
raised  to  $100,000,000.  Changes  were  also  made  in  the  denominatianB 
of  silver  certificates,  with  a  view  to  increasing  their  general  circulation. 

The  new  law  reduced  the  minimum  capital  of  National  banks  to 
$25,000  in  towns  not  exceeding  3,000  inhabitants,  increased  the  ciroul&- 
tion  to  the  amount  of  paid-in  capital  and  to  the  par  value  of  the  bonds 
deposited,  reduced  the  tax  on  circulation  to  one-half  of  one  per  cent. 
per  annum,  and  limited  the  circulation  of  each  bank  of  the  denomina- 
tion of  $5  to  one-third  of  its  total  issue. 

Provision  was  also  made  for  funding  the  five  per  cent,  bonds  of 
1904,  the  four  per  cents  of  1907  and  the  three  per  cents  of  1908  into 
thirty  year  two  per  cent,  bonds,  payable  principal  and  interest  in  g<dd. 
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PIN-LNCIERS  OF  THE  CIVIL  WAR  PERIOD. 


klmrm  P,  Clms*,  Lincoln's  first  Socnitarj'  of  the  TreaBuir  —  Jolin  Sherman,  author 
of  Uif  ResiimptlMn  Act  —  Ungh  McCiiIloeh,  the  tlrst  ComptroUiT  of  the  Currency 
«id  rwicc  5«!crctiLry  of  the  Trcaanrj'  —  Elbrldge  U.  Spauldinjr,  the  "  Pather  of  tbo 

Mkk  Who  Shaped  thk  Pvsasciku  PotaciBS  of  thk  Crvii/  War 

Period. 

It  may  he  said  that  the  National  banks  and  the  legal-tender  notes 

•J^  two  of  the  important  heritages  of  the  war  of  1861-65.     Both  were 

''oni  of  the  neccRsities  of  tliat  epoch,  and  while  it  was  proclaimed 

Ltluit  the  legal-tender  notes  were  only  a  temporary  expedient,  they  still 

lotcupy  a  prominent  place  in  the  cireulatliig  luediuiu  of  the  country 

tiufe  than  thirty  years  after  the  close  of  the  war,  and  twenty  years 

iftjjrtlieaceompllshmentof  resumptioa.     In  carrying  on  the  great  tinan- 

Jtkl  operations  of  the  war — which  perhaps  are  without  parallel  in  his- 

•"7— there  were  men  who  took  such  a  conspicuous  part  as  to  render 

itlieir  careers  of  interest  to  students  of  American  banking.     Secretaries 

I'Chiuic,  McCuUooh  and  Sherman  axe  entitled  to  a  place  m  the  financial 

i«ory  of  that  time  by  reason  of  their  prominence,  either  in  shaping 

iion  or  in  carrying  out  the  financial  policies  of  the  Government. 

'•  Cbnw  is  justly  entitled  to  the  honor  of  offlelally  proposing  the  Na- 

■""haI  banking  system,  and  Mr.  McCulloch  was  the  first  Comptroller  of 

ilto  Currency  and  twice  Secretary  of  the  Treasury.     Mr.  Sherman  was 

I'^ttathor  of  the  Resamptiou  Act,  and  as  Secretary  of  the  Treaaury 

fii'd  out  its  provisions.     He  was  also  closely  identified  with  the  legis- 

*'iua  by  wluch  the  ^National  banks  were  established. 

Mr.  Spaulding,  the  ' '  Father  of  the  Greenbacks, "  is  another  prominent 

ire  of  that  period  whose  work  is  f uUy  referred  to  throughout  this  vol- 

"^     It  should  be  remembered  that  Mr.  Spaulding  was  nota  "green- 

"  in  the  modem  sense.     He  v/ob  a  banker  by  profession,  and  a 

iliever  in  the  gold  standard.     Brief  biographies  of  Secretaries 

e,  UcCuIloch  and  Sherman  and  of  Mr.  Spaulding  follow. 

Saxmon  p.  Chasb. 

( Secretary  of  the  Treasury  during  most  of  the  Civil  War  period, 
'  'bU  to  the  lot  of  Mr,  C'hase  to  conduct  the  financial  operations  Inci- 
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dent  to  that  great  conflict.  He  was  also  the  author  of  the  Natknal 
banking  system,  though  the  details  of  the  plan  were  wrought  oat  hf 
others.  His  policy  as  Secretary  of  the  Treasury  has  been  criticized  In 
many  respects,  particularly  his  failure  to  maice  proper  use  of  the  bank- 
ing machinery  in  disbursing  the  proceeds  of  the  loans  made  by  the  banks 
iA  New  York,  Boston  and  Philadelphia  at  the  beginning  of  the  war. 
In  his  Recollections  ex-Secretary  Shenuan  says:  * 

"  The  Secretary  of  the  Treasary  had  ample  and  complete  anthority  given  him  by 
the  Act  of  July,  1861,  to  borrow  money  on  the  credit  of  the  Ooremment,  bat  he 
could  not  deal  with  the  system  of  State  banks  then  existing  in  the  seTeral  States.  He 
was  forbidden  by  the  Sub-Treasory  Act  of  1846  to  receire  notes  of  State  banks,  and 
was  required  to  receive  into  and  pay  from  the  Treasary  only  the  coin  of  the  Unit«d 
States ;  but  by  the  act  of  Angnst  5, 1S61,  he  was  permitted  to  deposit  to  the  credit  <rf 
the  Treasurer  of  the  United  Statce,  in  such  solvent  specie-pa}-ing  banlu  as  he  might 
select,  any  of  the  moneys  obtained  from  loans,  the  moneys  thosdeposited  to  be  with- 
drawn only  for  transfer  to  the  regularly  authorized  depositories,  or  for  the  payment  of 
public  dues,  including  certain  notes  payable  on  di-mand,  as  he  might  deem  expedient. 
He  had,  however,  no  authority  to  receive  from  individuals  or  banks  any  moBcy  bat 
coin. 

The  coin  received  from  the  Boston,  New  York  and  Phlladdirfiia  banks.  In  pay- 
ment of  their  sulxicripttons  to  the  Government  loans,  to  the  amount  of  nearly  tlSO,- 
000,000,  liad  to  be  sent  to  every  point  In  the  United  States  to  meet  public  <4>Ii- 
gstions,  and  when  thus  sc-attered,  was  not  rvadily  returned  to  the  l)anks,  thus  exhaost- 
ing  their  resources  and  their  ability  to  loan  again.'' 

Mr.  McCulloch,  the  first  Comptroller  of  the  Currency,  and  after* 
wards  twice  appointed  Secretary  of  the  Treasury,  says  in  regard  to  the 
failure  of  Mr.  Chase  to  make  use  of  bank  checks  in  disbursing  the  Oov- 
emment  funds :  t 

"  For  a  considerable  time,  even  after  the  war  had  begun,  the  specie  standard  was 
maintained,  and  hopes  were  inilulKed  tluit  tlic  war  might  i>o  prosecuted  on  a  specie 
basis.  These  hoix-s  were  diw!ipat<-<l  liy  the  action  of  Secrt'tar)-  Chase  in  his  dealings 
with  the  New  York,  Philadelphia  and  Boston  tninks,  which  liad  agreed  to  advance 
to  the  (iovemnient  on  ite  7.3  notes  $i:iO,000,(KX)  (130,000,000  in  August,  $50^- 
000,000  In  OctolN.-r,  and  ISO.OOO.ajl)  in  November,  IWl),  under  the  expectation  that 
the  Treasury  drafts  for  the  money  would  Im'  presented  through  the  clearing-houaea  and 
b«-  j>aid  without  Unjc  rwluctions  of  tht-lr  coin.  The  Secretary  did  not,  however,  feel 
at  lliH.-rty  to  mei-t  their  ez|H.-<-tatif)nfl,  and  the  drain  ui>on  their  coin  reserve  soon  be- 
came fn>  heavy  that  they  were  f<>n'e<l  tii  Kus{M-n(l  KiMrie  payments.  Their  saspensiiHi 
was  wMin  followed  >>y  the  suxpension  of  nearly  all  the  banks  In  the  country.*' 

Mr.  McCulloch  and  Mr.  Shenuan  both  had  the  highest  regard  for 
the  abilities  of  Mr.  Cluu*e.  In  liis  "  Men  and  Measures  of  Haifa  Cen- 
tury "  (p.  184),  the  former  Hays,  in  speaking  of  Secretary  Chase: 

"  He  was  the  manager  of  the  flnance^  from  March,  11*11,  to  July,  1864,  and  by 
th)-ir  Kuei'ctwful  management  durinv  that  gl(M>niy  un<l  momentous  iwriod  he  cMab- 
li.»he<1  u  lasting  claim  upon  the  ri>|M-ct  and  gratltixle  of  his  eountr}'nien.  To  htm. 
more  than  to  any  other  Hiiiifle  niHii.  always  <-x<-epting  .\braham  Lincoln,  are  they  in- 
debte<l  for  the  prewn'iition  of  the  uutiunul  unity." 

*  "John  Bherman'R  KecollM'tlunii."  p.  9M>. 

t  -*  Men  and  Measures  of  Half  a  Century,"  by  HuKh  McCliUocb,  p.  US. 
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Mr.  Cbiise  was  at  first  strongly  opposed  to  making  the  Treasury  notes 
I  legal  tender,  but  tiniilly  consented  to  this  expe<lient.  In  the  case  of 
Jeplmrn  m.  Griswnld  he  delivered  the -opinion  of  the  Unit«d  States 
Jupreinf  Court  to  tlie  eflfeet  that  these  notes  were  not  a  legal  tender  m 
lie  pnjTiieiit  of  debts  contracted  prior  to  the  pafisa^  of  the  act.  This 
Opinion  was  afterwards  reversed  by  an  enlarged  court. 

The  relation  of  Secretary  Chase  to  the  finances  of  the  Civil  War 
friod  are  gi\'en  in  detail  elsewhere  In  this  work.  An  outline  of  the 
rimupiil  events  of  his  career  is  given  in  the  following  sketch: 

mon  Portland  Chase  was  bom  in  ConiLsh,  N.  11.,  January  13, 

In  April,  1820,  he  went  to  Ohio,  becoming  a  member  of  the  fam- 

liJH  uncle,  Pliilander  Chase,  Episcopal  Bi.«hop  of  Ohio.     At  that 

ne  the  country  was  but  little  developed  and  the  means  of  trausporta- 

I  were  primitive.     He  reported  tliat  in  1828  it  required  the  equiva- 

:  of  a  bushel  of  wheat  to  carry  a  letter  160  miles.     About  this  time 

Wide  was  offered  the  presidency  of  the  Cincinnati  College,  which 

[  Chase  entered  as  a  freshman.     As  the  income  of  the  college  was 

Bsfactory  he  was  not  able  to  remain  there  long,  and  was  compelled 

)  retam  home,  his  uncle  having  decided  to  leave  Cincinnati.     On  the 

etum  journey  he  was  accompoiued  part  of  the  way  by  the  Bishop,  but 

at  Kingston,  on  the  Hudson,  they  separated.     Of  the  rest  of  the  trip 

he  says  :* 

"1 WM  takpQ  down  the  river  luid  wns  put  on  board  the  Iwat  for  Albany.    From 
innuiyl  Weill  to  Troy,  and  there  IvtmilnK  'he  way  to  BennioKton  and  BrattU'boro, 
llo  make  Bcrow  the  laouiitains  bonu-want.    My  scanty  purse  did  not  oontain 
^to  pay  stage  fan!  and  I  walked,  getting  an  occasional  rido  from  fM:>me  former 
tlnyw»y." 

Soon  after  returning  home  he  was  engaged  to  teach  school  at  Rox- 
I*<ii7.  tlie  comjiensation  being  ^  a  month  and  board.  After  two  weeks 
BP  Was  compelled  to  give  np  the  school,  as  his  management  of  it  was 
not  considered  sucoesaful  by  the  local  board.  In  1824  he  entered  Dart- 
mouth Collegit,  and  later  taught  school  at  Reading,  Vt.,  this  time  with 
'X'***.  Mier  graduating  he  went  to  Washington  and  endeavored  to 
s^Abfeh  a  classical  school,  but  the  attempt  failed.  He  was  finally  en- 
sgwl  as  principal  of  a  seminary  there,  and  in  1827  began  the  study  of 
'win  the  office  of  William  Wirt.  A  year  later  he  was  one  of  those 
'bri  (Irew  np  a  petition  for  the  abolition  of  slavery  in  the  District  of 
C^^flunibia.  He  wa«  admitted  to  the  bar  December  21,  1829,  and  in  the 
flowing  March  located  at  Cincinnati.  An  edition  of  the  "Statutes 
Ohio"  which  he  compiled,  was  highly  praised  by  such  eminent 

iirts  as  Kent  and  Story.  In  1832  he  voted  for  Wirt  for  President, 
■J"  voti?  t>oiiig  given  to  him  for  personal  reasons  and  not  because  he 
fnputbized  with  the  anti-masonic  movement  represented  by  Wirt's 

Qilidacy.     He  voted  for  Harrison  in  1836  and  1840,  personal  consid- 
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emtions  largely-  influencing  these  votes  also.  His  political  oonyioti^c^''^ 
-were  destined,  however,  to  take  definite  form  as  a  result  of  approa  «  ^^' 
ing  events. 

The  destruction  of  the  printing  oi&oe  of  James  Q.  Bimey  oau^^^^ 
him  to  denounce  mob  violence.  He  did  not  sympathize  with  Bime^^T'' 
abolition  sentiments,  but  upheld  the  right  of  free  speech  and  a  fj^^ciee 
press.  He  was  engaged  as  counsel  to  defend  an  alleged  fugitive  sla^^Bi^^ 
in  1837,  and  took  part  in  an  anti-slavery  convention  at  Columbos    -"  ^ 

1841.    While  he  was  not  an  abolitionist  he  opposed  the  further  exti ■■  ™tt- 

sion  of  slavery.    He  was  elected  to  the  United  States  Senate  as  a  Dezi^i^^Q- 
ocrat  February  22,  1849,  and  in  1855  was  elected  Governor  of  Ohio,  ■  M 

a  Republican,  and  was  also  re-elected  to  this  position.     February        '  2^ 
1860,  the  Republicans  elected  him  to  the  United  States  Senate.    ^K^^e 
had  many  supporters  for  President  in  1860,  but  worked  earnestly  ^^Kfor 
Lincoln  when  the  latter  was  nominated.     On  January  3,  1861,  he  \\m\      ^\\ 
an  interview  with  Mr.   Lincoln  at  Springfield,  and  was  tentative^^^^ 
offered  the  position  of  Secretary  of  the  Treasury.     He  took  his  seat     -JUi 
the  Senate  on  March  4,  1861,  and  two  days  later  President  LinooL^K^ 
-without  consulting  him,  appointed  him  Secretary  of  the  Treasury,  \M3e 
Senate  unanimously  confirming  the  nomination.     He  resigned  his  offloe 
June  29,  1864,  the  resignation  being  accepted  on  the  following  day. 
Apparently  the  resignation  was  due  to  a  controversy  over  the  api>oint- 
ment  of  a  Sub-Treasiu*er  at  New  York,  but  it  is  believed  that  the  am- 
bition of  Mr.  Chase  to  be  President  was  the  real  cause  of  bis  leaving 
the  cabinet.     On  December  6,  1864,  he  was  nominated  as  Chief  Justice 
of  the  United  States  Supreme  Court,  the  nomination  being  confirmed 
without  reference.     Mr.  Chase  died  in  New  York  May  7,  1873. 

About  the  time  of  his  resignation  he  was  compelled  to  borrow  f2S,- 
000  to  meet  his  necessary  expenditures.  He  had  handled  millions  of 
public  funds,  but  was  himself  comparatively  poor.  The  efforts  of  his 
daughter,  the  former  wife  of  Governor  Sprague,  of  Rhode  Island,  to 
save  the  homestead  of  Secretary  Chase  from  being  sold,  have  been  fre- 
quently referred  to  in  the  press  in  recent  years. 

Mr.  McCulloch,  an  expert  -witness,  speaks  of  Mr.  Chase's  services  in 
the  highest  terms.  Mr.  Lincoln  is  reported  to  have  said  of  him :  "Of 
all  the  great  men  I  have  known  Chase  is  equal  to  about  one  and  a  half 
of  the  best  of  them." 

In  the  light  of  tlie  estimates  of  men  of  such  authority  as  Lincoln 
and  McCulloch,  wlio  were  entirely  familiar  with  all  the  difficulties  sur- 
rounding the  conduct  of  the  Treasury  in  those  times,  the  superficial 
criticism  of  Secretary  Chase  so  freely  indulged  in  by  financial  writers 
.  loses  most  of  its  weiglit.  His  mistakes  were  such  as  most  men  might 
have  made.  His  achievements  were  such  as  few  men  could  have  ex- 
celled. 
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JOHW  Shkbscan. 

Beeaaae  of  his  work  in  restoring  specie  payments  Mr.  Sherman  has 

^1»een  violently  denounced  by  the  ad  vocates  of  an  irredeemable  currency. 

ie  baa  been  declared  by  them  to  be  a  traitor  to  his  country,  a  conspir- 

fctor  in  the  employ  of  foreign   "gold  syndicates, "  and  has  been  con- 

L'ninpd  in  the  mo«t  extravagant  language  conceivable.     Perhaps  no 

viuor  tribute  to  his  worth  and  ability  conld  be  produced.     From  the 

ing  out  of  the  Ci\-il  War  until  his  retirement  from  public  life  in 

ISys,  Mr.  Sherman  has  occupied  a  leading  place  in  the  country's  his- 

orj.    His  relation  to  financial  affairs  is  fully  set  forth  in  this  work. 

author  of  the  Resumption  Act,  and  as  the  Secretary  of  the 

under  whose  direction  the  operations  of  the  act  were  carried 

I  instrumental  in  re-establishing  the  currency  of  the  United 

I  a  specie  basis,  which  had  been  destroyed  by  the  Civil  War. 

Hb  later  financial  views  were  favorable  to  a  retention  of  the  legal- 

enilernotes  sustained  by  an  ample  coin  reserve.     He  suggested  more 

luin  twenty  years  ago  that  these  notes  when  onoe  redeemed  in  coin 

iLoiild  be  rfissned  only  for  coin — a  proposition  that  has  been  recently 

erivfd  and  favorably  received.     This  makes  the  legal-tenders  virtually 

old  certificates,  and  removes  one  of  their  most  objectionable  features. 

Ije  Art  of  July  14,  1890,  for  the  purchase  of  silver  bullion  waa  gener- 

ily  known  a»  the  Sherman  Act,  but  it  was  a  compromise  measure 

i>f  which  Mr    Sherman  was  one  of  the  authors.     He  was  opposed  to 

he  free  coinage  of  silver,  which  was  an  is-sue  in  the  presidential  cfuu- 

'  P>ign  of  1896.     A  brief  blographioiil  sketch  of  ex-Secretary  Sherman 

'  follows. 

John  Sherman  was  bom  at  Lancaster,  Ohio,  May  10,  1823,  his  an- 
!••■*<*•  b«ing  among  the  very  early  New  England  settlers,  coming  to 
►  ooontry  from  England.  Roger  Sherman,  distinguished  in  Revo- 
lutionary history,  belonged  to  another  branch  of  the  same  faniUy. 
V.'ierrcceivuiga  fair  education,  he  began  the  study  of  law  at  Mans- 
B'lil,  Ohio,  and  in  1844  was  admitted  to  the  bar.  In  1854  he  was  elected 
'  CoDgreas  as  a  Whig,  and  was  successively  elected  to  every  Congress 
010  then  up  to  and  includbig  the  elections  held  in  1860.  When  Mr. 
.hiue  wns  made  Secretary  of  the  Treasury  In  1861,  Sherman  was 
ileotwl  U)  succeed  hhn  as  United  States  Senator  from  Ohio.  He  en- 
i^'fwl  the  Senate  March  23,  1861,  and  was  al.so  elected  for  the  succeed- 
"?  tenii,  and  in  1872  elected  for  the  third  time.  In  1877  he  was 
appointed  Secretary  of  the  Treasury  by  President  Hayes.  He  waa  a 
"luiiient  candidate  for  PreadeJit  at  the  Republican  National  Con- 
sntloa  of  1880,  when  James  A.  Garfield  was  nominated.  Upon  the 
of  the  latter  Mr.  Sherman  was  chosen  as  Senator  in  place  of 
,  who  had  been  elected  to  that  ofQee.  In  1886  he  waa  again 
Iwted  to  the  Senate  for  the  fifth  time.  On  the  death  of  Vice-Presi- 
^Qt  Hendricks  he  was  chosen  as  President  pro  tern,  of  the  Senate.     In 
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1898  he  was  elected  to  the  Seoate  for  the  sixth  time.     Mr.  Sher 
kppoiiitnieiit  as  Secretary  of   State  by  President  McKuiIey,  and 
resi^ation  of  that  office,  are  matters  which  need  only  be  nientione 
at  this  time. 

His  opinion  In  regard  to  the  necessity  of  pa^ng  the  legal- 
act,  an  a  war  uieasure,  will  be  of  interest.     He  said  : 

"  The  U'(f»l-tender  lut,  with  Its  provision  for  coin  ret'tlpta  to  iMijr  Intcnal  en 
^omlx,  whatever  may  \tt>  said  to  the  coDtrary  by  theorists),  waa  the  only  nie«muw  tbatj 
could  have  onnbled  the  Qovenunent  to  carry  on  njcci-wiful])-  the  vast  op«r»tloiui  ' 
the  mat."  • 

Mr.  Sherman  was  certainly  one  of  the  ablest  financiers  of  the 
during  the  Civil  War  and  subsequent  to  it,  and  his  work  in  restoring] 
the  paper  currency  to  a  specie  value  in  1879,  s»  well  as  his  identUica-l 
tlou  with  the  National  Bank  Act  and  the  refunding  o]>eration8,  willl 
Iniore   him  a  permanent  place  In  the  ranks  of   notable   Aiuencaa 
floanoiers. 

Hugh  McCdlloch. 

There  are  two  reasons  which  distinguish  Mr.  MoCullooh  from  th»j 
other  Kentleuien  wliu  have  held  the  office  of  Comptroller  of  the  (.'ur-J 
reucy  or  Set^retary  of  the  Treasury.  He  was  the  first  Comptrotl«r 
tlio  (.'urrency,  organized  the  bureau  and  hiaugurated  the  Nat 
banking  system,  and  he  was  twice  appointed  Hccretaryof  the  Treasiuy.  ] 
Bo!<i«U-H.  he  was  a  highly  snccessful  banker,  and  in  the  ability  ahuwn  ' 
in  tlie  iiiadHgemeut  of  the  public  finances  he  has  had  few  equals. 

Hugh  McCulloch  was  bom  at  Kennebimk,  Me.,  Iiecember  7,  1806, 
and  in  18X1  went  west  and  settled  at  Fort  Wayne,  Ind..  where  he  b*- 
came  ('juhier  and  Manager  of  the  branch  of  the  Htate  Batikuf  lodi-j 
ana.  I' pon  the  expiration  of  the  bank's  charter  in  1857,  and  tliei 
glkiiixatluii  of  its  successor,  ttie  B^ink  of  the  State  of  Indiana,  he  I 
its  I'rcHident,  and  under  hin  management  the  institutioD  achieved 
higli  reputation,  continuing  to  redeem  its  notes  in  specie  even  '**"**c 
ttie  severe  p«inic  of  1857. 

Mr.  MoCnlloch  did  not  at  first  support  the  NaUonal  banking  ajsUnt, , 
but  afterwards  becAme  one  of  its  strongest  friends.     In  1863  be  viailt 
Washington,  though  he  did  not  see  Secretary  Chase,  bat  calJ««d  at  I 
office  and  left  his  card.    Shortly  afterward,  on  his  return  home.  Ike  fo 

•everaJtelegnunarequestinghispresencein Wa^li  '      lalsoaletter" 

frcnn  Mr.  Chase  urging  him  to  accept  the  office  of «  Icr  of  tlio  Cor- 

ranof.  On  the  resignation  of  Secretary  Fessendon.  io  March,  14NS,  he  vw 
■ppcrintod  Secretary  of  the  Treasury,  o<intinuing  in  office  till  1809.  Vnm 
1871  till  1878  he  was  nngngiHl  in  iMuikiug  in  l,inidan.  InOetober,  18M. 
be  was  appointed  8<»cretAry  of  the  Treasury  by  PivskUot  Arthv. 
holding  the  office  till  thn  rJuingn  of  Adminijitralkni  In  the  lollowlag 
March.  His  death  ocrurred  at  his  homo  in  Maryland,  May  >l 
•  i«hB  Shsmaa's  Bsooltoottons.  p.  M. 
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Mr.  HcCalloch  believed  that  the  Uaited  States  notes  were  a  war  ne- 

sity,  although  he  did  not  tliink  it  necessary  to  make  thetn  a  legal- 

euder.    He  declared  that  tlie  notes  would  be  valued  according  to  the 

HiliLio  faith  in  the  ability  of  tlie  (iovemment  to  redeem  them.     After 

iiecl<M(t«  of  tlie  war  he  began  retiring  the  greenbacks,  but  the  cry  of 

etiou  was  ral!»ed  and  the  proce.ss  stopped.     The  value  of  his  ser- 

lin  funding  the  temporary  obtigatioiis  issaed  during  the  war  was 

^great.     His  reports  as  Comptroller  of  the  Currency  and  Secretary 

Df  the  Treasury  are  replete  with  «ound  information  on  banking  and 

umice,  If  his  policy  liad  been  carried  out,  the  legal-tender  notes  would 

avf!  been  paid  off  and  permanently  retired  soon  after  the  war  ended. 

ELBBI0QB  O.  SPADLDISa. 
Th«  name  of  Mr.  Spaulding  is  identifled  with  the  legal-tender  notes 
aed  during  the  Civil  War  in  the  United  States.  His  relation  to  the 
Inimriftl  events  of  that  time  may  be  traced  in  the  history  of  that 
'riod.  He  drew  up  the  original  draft  of  the  National  Hanking  Act, 
utnoncludod  that  it  could  not  be  made  efiFectual  in  time  to  meet  the 
i^-vnoic*  of  the  situation  in  which  the  (rovemment  wa.s  then  placed — 
I  opinion  *hared  by  some  of  the  ablest  and  most  patriotic  men  of  the 
me.  He  did  not  believe  in  greenbacks  as  a  permanent  currency,  but 
vored  their  retirement  after  the  close  of  the  war,  and  advocated  a 
k  ctirreocy  redeemable  In  gold.  On  introducing  the  legal-tender 
;l  Le  Ktated  that  it  was  a  temporary  war  measure — a  measure  of  neces- 
»ity,  aod  not  of  choice,  that  it  would  insure  a  loan  to  the  Government 
without  interest.  This  measure  was  entitled  "An  Act  to  authorize  the 
l^weof  United  States  notes  and  for  the  redemption  and  funding  there- 
of (tod  for  funding  the  floating  debt  of  the  United  States. "'  The  notes 
ijwiied  under  the  first  and  second  acts  were  convertible  into  United 
SitaXtB  bonds,  and  Mr.  Spaulding  greatly  deplored  the  repeal  of  this 

Eovigion  in  later  years.     In  an  address  at  the  Centennial  Exposition 
PliiLiuJelphia  in  1876,  Mr.  Spaulding  said: 
"Tbi?  NstliiDal  Bank  Act  ivcjiiiivs  itiuL  vvu-M  National  bank  which  issues  natiousl 
trticy  shull  redoeni  It  on  d«iuafnl '  lu  lawful  money  of  the  Lnitod  States.' 
Ill »  uununl  ooniiition  of  tbt!  t'uuntry  this  nH^uirctnent  means  gold  cuin,  the  value 
■Wdi  ia  r>  L'ulaled  by  Congreaa.     fnturluuately,  eleven  years  after  the  close  of 
"•^  *u'  -tkrj'  '  war  ciim;'ucy  '  issue<l  In  Uie  form  of  greenbacks,  still  Hug«ra 

^*'  »i>  I  ■:! ,  and  is  dechired  by  law  to  1*  '  lawful  money,'  so  that  the  banks 

^V*"  uui  ibi  rtvifvia  their  rlrcnIatinK  notes  in  this  depreciated  greenback  currency. 
^V>''  \i  limetleally  no  redemption  ut  all.'' 

^B   He  then  referred  to  the  establishment  of  the  Redemption  Bureau  at 
^^Mhington,  and  said : 

"  Tliis  operation  furnishes  cIcAn  notes  for  those  that  are  worn  and  defaced,  but  It 

'  In  tto  wnse  an  efflelent  n«Jemptit>ii,  and  can  not  be  made  so  until  tbc  QoremiueDt 

twont  of  the  way  \\a  irredeeninble  greenback  currency." 

These  views  were  expressed  before  resumption,  and  when  the  green- 
'"Mk  was  depreciated.     But  in  a  preface  to  his  "  Financial  History  of 
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the  War,"  written  on  October  1,  1875,  after  the  passa^  of  tJie  Resump- 
tion Act,  he  says,  referring  to  the  tukinp  effect  of  the  act : 

"  A  constitutional  xtJindard  o(  value  (laving  b«en  Ihiw  I'etJiWisht:*!,  the  Gt>vtTT)- 
tuent,  desiring  tu  return  u.i  ii«  Ivgitiniate  (imction  uf  coining  moui-y  uiid  rrguliiuiig 
Its  Tttluf,  will  ultiinutely  wIhIi  to  rid  itM.-If  ot  tbe  trouble  and  risk  iii<.'iilL-iit  tu  Uie  \aea- 
ing  a  paper  curroncj'  and  nxlecming  it  in  trold,  and  will  finally  repeal  tli<>  Vgiil-tendiT 
act.  This  will  leuv«  the  biuinees  of  free  banking  where  It  ttelnn^rK  ofM^n  tu  all  dtS- 
BenB,  to  be  r4irried  on  upon  a  gold  baois,  under  proper  leglsliitivo  re»tnotlon&  It 
would  probably  be  better  for  all  K'oncnimed  if  the  leKal-tender  art  should  Imj  rrtMiiM 
at  an  earlier  day,  and  at  the  same  time  provide  for  retiring  the  greenbaeko  by  thp 
IWtte  of  live  or  six  per  cent.  c<jmrxiund  Intenitt  notes,  fundable  In  two  and  thiw 
years  Into  Ave  per  cent,  ten-year  goUi  bonds."' 

He  thns  stated  the  fundamental  principle  in  regard  to  maintaining 
paper  currency  in  circulation  at  par  with  gold: 

■•  The  wit  of  man,  during  the  laat  hundred  years,  baa  not  been  able  to  ronutre 
any  method  by  which  a  paper  currency  can  be  cireulated  on  a  par  »1th  gi>ld,  uuleas  II 
can  Ive  Conveniently  convert«l  into  gold  coin  on  demand.  It  in  not  enottgb  tliat  *tbo 
whole  property  of  the  country  '  l«  held  liable  to  ultimately  poy  the  gtrcnback*.  Sodl 
nreiirlty,  though  ample,  Is  too  gcDorsI  and  intangible  for  Uie  purpose.  Thia  'wlwtl 
property  '  eaii  only  Iw  reached  and  applied  thnjugb  the  iflow  pnx'eeo  «.>f  taxatlvo," 

Blbridgo  Qerry  SpatJding  was  bom  in  Summer  Ilill,  Cayuga  onanty, 
New  York,  Fobniiiry  24,  1809.  His  aneestors  were  among  the  earlint 
of  the  Masaachu.'*ett.<«coloni9t«.  Bothhis  grandfather  and  fat  her  fought 
in  the  American  Revolution.  He  studied  law  at  Batavia.  and  itftflr- 
-wardu  at  Attica,  New  York,  and  was  admitted  to  the  bar,  remo%iogsooo 
after  to  Buffalo.  He  l>ecame  interested  in  the  Bank  of  Attica  and  th« 
Farmers  and  Mechanical'  Bank  of  Batavia.  Both  banks  were  removed 
to  Buffalo.  The  latter  iuMtitiition  wa«  reorganized  ns  the  Farmenand 
Mechanics'  National  Bank,  and  Mr.  Spaulding  became  ita  Pmident, 
holding  this  position  until  his  death — the  bank  going  into  lS<iuldatJaa 
in  November,  1897. 

In  ISSti  Mr.  Spaulding  became  city  clerk  of  Buffalo,  and  (n  IMl  waa 
elected  an  aldennan  and  served  aa  chairman  of  the  finance  onmmittoo. 
In  1847  he  wo*  elected  by  the  Wliigs  to  be  Mayor  of  Buffalo,  and  in  the 
following  year  was  elected  to  tlie  8tute  Ix>giifluture.  He  waa  elected  to 
Congreaa  in  184SI,  and  a»  a  member  uf  that  body  o])poKe<i  tlie  eztciuiaa 
of  slavery.  In  1853  he  wan  eli-clwl  State  TrooBurer  of  New  York,  mmA 
was  re  elected  to  Cuugreaa  in  1><58  and  again  iu  186U.  He  was  Identi- 
fled  with  the  Republican  party  in  8tate  and  National  poHtica. 

At  the  Centennial  Expoctition  at  Philadelphia  in  1876  he  deliveivd 
a  notable  addrem  on  "One  Hundred  Years  of  Progress  In  the  Biiriitw 
of  Banking,"  and  was  the  author  of  a  "  History  of  the  L«Kal>TMMMr , 
Paper  Money  iHtocd  During  the  Great  Rebellion. 
Spauldl 


\ 


I 


XVIII 


NATIONAL  BANK  STATISTICS. 


TbefoUowiiig  tables  give  the  complete  official  statements  of  the  National  banks  for 
eadi  jtai  from  1888  to  18BB,  compiled  from  the  Annual  Reports  of  the  Comptroller  of 
the  Cnireoci'.  TJp  to  and  inctnding  1880.  the  statements  are  for  some  day  In  the  month 
of  October,  and  from  1879  to  1887,  for  a  day  in  December.  For  1886  the  statement  Is  as 
of  September  SO.  It  wHl  be  seen  that  the  figures  approximately  represent  the  condl- 
tioD  of  the  National  bonks  at  the  close  of  the  respective  years.  In  all  oases  cents 
are  omitted  Cram  the  tables. 

National  Banks,  1863-1899. 


186S. 
eeixmki. 

1864. 
eOSbankt. 

1866. 
I,SISbankt. 

1866. 
1,BU  bankt. 

BiaouBcis. 

I^tt»iiiddl»ooniitfc 

»5.4eA,088 

»93.288,667 

$487,170,136 

$603,314,704 

V.  &  bonda  to  lecnre  eix^. 

831,843,200 
94,074,660 

V.  a.  Ixmd*  and  aecorlUea. 

6,662.600 

108,064,400 

427,731,300 

OUieratocks,  bonds,  etc... 

106,009 

1.431.739 

10,048,613 

16,887,490 

DuefromNaflAotlierb'ks 

3.625.597 

34,017,026 

107,372,212 

122,861,291 

B««l  ««»«*,  fiimtiu«,  etc. 

177,666 

.    2,202,318 

14,70!t,281 

17.134,003 

^^^^n^Dt  expenies 

63,808 

1,021,560 

4,539,526 

5,311,253 

P'^Blnnii  paid 

2,903 

2,585,401 

2,493  773 

Cli«<*«  A  other  cash  items 

492,138 

7,640,169 

72,309,864 

103,684,249 

»U»orN«fl4otlierb-k8. 

764.726 

4,687,727 

16,247,241 

17.437,779 

Specie.. .. 

(a)  1.446,607 

(a)  44,801,497 

18,072,012 
189,988,496 

9,226,831 
205,793,578 

J*!*!  t«iiden  A  trao'l  cnr. 

$297,108,196 

Total 

$16,797,644 

$1,359,768,074 

$1,526,962,804 

IJABIUTIKS. 

^■•PlWwock 

•7,188,393 

$86,782,802 

$393,157,206 
38,713,380 

$416,472,369 
63,369,277 

8»rplB»Jnnd. 

2,010.286 

^«4lM<Jedpn,flU 

128.030 

5,982,392 

32,350.078 

32,593,486 

"Ml  bank  notes  ontstan'g 

45,260,304 

171,321,903 

280,253,818 

•"•bank  not«s  ontstan'g 

9,748,025 

'»<»»«nal  deposits 

(6)  8,497.681 

(6)  122,166,536 

(6)500.910,873 

564,61(;,777 

'^•S-fltpoalts.       .  .  . 

48  170  381 

30  420  819 

"^■^ U.S.  dlsb. officers.. 

2.979.955 

^  Sat-l  A  otbfT  banks. . 

(«)  981,178 

34.862,384 

174.109.998 

137,518,274 

°"^lt«m« 

2,360 

43,289 

044.053 
$1,359,768,074 

Total 

$16,7»7,644 

$297, 108,  lO."-, 

$1,520,062,804 

(0)  Inclndlng  other  lawful  money.  (6)  Including  oilier  df  |iu8lt«. 

(e)  Including  State  bank  clri-nlaticiu  oiitstundlug. 
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National  Banks,  i«&J-i«99— Continued. 


CLABSITICATION. 

BHOUSCn. 

l4Miia  awl  diaeoimU. 

U.  8.  IioikI*  to  Mcon  otrn. 
V.  B.  bouAa  to  Mcure  d'ptt. 
V.  8.  bonrt*  Mid  McnrttlM 
Other  »twk«,  Imnilii.  eic. . 
Oud  tfuiii  rodeomtns  ki^. 
Doa  from  other  Nat'l  b'ka . 
Dae  from  At«(«  Bki  A  Bknj 
Beal  cataUi,  famltDrci,  etc- 

CumDt  expeotM. 

prvmluniB  ^la      

Cboeki  A  atlipr  nwU  tcnim 
Cl««r)n|i-il.uaM)  I'lctaiuge*. 
Btlla  at  otfanr  Njiitaftd  b'ka 

Bllla  of  otbrr  banka 

Spoeie 

Iia4«].tan(l«T  ]iotoi_ 

Frartlaoilcnrtiticy 

ThrrFpcrcKDt.ct'rtlBaalea. 
Compound  lotereat  notei.. 


1           1867. 

1868. 

J.Mf  taiO*. 

1,649  banfci. 

$609,A7S,2U 

•8S7,e68,S47 

!i38,640,lS0 

340,487,050 

'         37,862,100 

87,360,150 

'         42,4e0,800 

36,817,000 

21,507,881 

20,698,406 

96,217,610 

102,278,547 

1869. 
i,<17  draft*. 


8.889,228 

20,639,708 

5,297,404 

2,704,186 

134,603.231 

11.841,104 

333.209 

12,798,044 

al0O,5SO,849 


7,848,822 

22,747,975 

5,278,911 

1,819,815 

143,241,894 


•882383.10« 

839,480,100 

18,704.000 

35,908,950 

32,350,ra7 

66,660,66S 

85,893,563 

8,790,418 

95.169,188 

5,646,882 

2.092,364 


1870. 
IjUtUmltt. 


•735,515.588 

344,104.900 

15.189,500 

2S.686.S58 

64,806.062 

S7.478kl<6 

9,814,144 

88,021,687 

6,905.071 

8,261.848 


S«.88«ka50  ' 


11.842,974 

822.668 

18.003.713 

92.463,475 

2,262,791 
60,080.000 

4.513,730 


Total •l,499,4«».06O    $1,559,621,773 


iUO,OV«iOt7 

is.nBi,««* 

76,908l7irT 
17,001,8«« 

10,776,038 

38,008,406 

36,807,351 

83,719.396 

80.5801745 

3.090.737 

3.1501583 

46,845,000 

41.845.000 

81,407,326,604 

81,538.998.105 

LlABIIJTIIS. 

rapltalntock 

Surplnn  fund 

Vndlvldml  ptuflti 

Kat'I  bank  nutva  ontitan'K 
8late  bank  not<*a  outHtan'K 

DiTkleuda  ao)Hild 

Individual  drpualta 

ir.  M.  d«|iualta 

D«P'ta  U.  8.  lUab.  olBcers.. . 

Diir  to  National  bank* 

Doe  t<i  othtT  b'kit  A  bk'rii. 

Notm  r<^li*coiint«<1 

DtUa  iMtyabU' 


8120,0T»,41.1 

(itl.89.'i,jM7 

.'».T.M,4t6 

2«.THM7,911 

4.(MI2,133 

B40,T07,h3T 

2.^002,11!) 

4.352.371» 

0».111,'.>40 

19.944.1)10 


|420,e:(4..Ml        $426,399,151  ! 


77.1H).>.7tfl  86,165,334 

:<«.093,R83  40.687,300 

<.>»S,700,489 ,       293,593,645 


2,906,332 

5H0,940,S'J0  ' 

17.573,250 

4.970,47K 

»0.414.:»»7 

'J3,72(»,8a9  ' 


2,454,697 


611,400,196 
7,112,646 
4,316,648 
93.007.893 
23,849,371 
3,8.')9.357 
2,140,.t63  : 


•486.856.004 

•4.705.740 

48,056.438 

396,305,446 

3.001.799 

3.343,556 

507,388^618 

0hO74.4O; 

4,155,804 

106,090.414 

39,30a587 

4.613.1SI 

4.888.667 


Total I  $1.4(«>.46».0WI    *1,.V.1MV.'1.773    $l,ll»7.226,604     $I.5S8.998.106 


(a)  lurludliiR  fractional  currvni-jr. 
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NaUonal  Banks,  186S-1899—C<mtinaed. 


n,Af8rproATioN. 

1971. 
1,790  iatitt. 

1972. 
1,940  ttankt. 

187S, 
1^76  bonfcf. 

1874. 
SfitT  barHa. 

RBoincn. 

Lmm  lad  dl«oimt«w.. . . ..  . 

|81S,0B«,$11 

$8fla,6&3,449 

•856.816,556 

•955,862,680 

U.  B.1uii(\i  to  Rectin)  Dlr*!!. 

3fl«,»iO,300 

984,458,500 

31^9.^84.400 

3«S.ftTe,200 

D.SLtMiiAa  (oiMiirAd'pt*. 

23,lSS,IftO 

19,304,760 

14.i<16,200 

14.T14.OO0 

V.  S.  bimilJi  ud  ««rQrtUM 

17,876,500 

10,300.100 

9,630,940 

15,290.300 

Ot)i«i  iCockt,  bumtB,  tte... 

23,041,184 

a3.1SO,SB7 

24.358,125 

28,3ia;473 

I>mb<BatriSr«iaiagmgt».. 

77,985,  GOO 

88,401,459 

73,032,040 

80,488.831 

DMftomotherJfafl  h'ta.. 

(3,313.S44 

42,707.613 

40,4(H,7a7 

49.100,842 

]>u{rDiB6tiil«  3Bk>  A  Bknt 

13,O0»,3Ot 

12.008,843 

ii,iiia,2oa 

11.06S.573 

Bol  itUXti,  iimHtun,  eVe. 

30,070,380 

33.014.796 

35.556,746 

39.190.683 

7,330,424 

8.464,803 

8,678,270 

5,610,566 

tmUmatiM 

5,956.078 

7,097,847 

7,987,107 

8,626,112 

<3«tbi*g<t&ai'  esahlHniu 

13.784.424 

13.696.723 

12,321,972 

14.006.617 

ChulBg-tmiiw  exchanOTt 

114,SS8,539 

90,145,483 

62.881.342 

113.09S.317 

^lUmut  buk  Dotea 

13.085,904 

19,070,322 

21.403.179 

23.632.336 

PiviloiulearTeoor.....". 

2,061,600 

2,370,676 

2.287.454 

3,393,668 

S»We.............. 

39.695,299 

10,047,336 

26,907,037 

33,436.761 

I^Iiltendwiiotoi........-, 

93,942,707 

102,022,369 

108.719,606 

82.6lt4,7»l 

^'S.urtlQcat'tiA  oi  depoAlt 

12,660,000 

34,010,000 

33,670,000 

'taoj(rwrjt,Mrtlflo»l«a, 

21,400,000 

4, 185,  (MM) 

21,043,084 

ItM 

$1,716,861,897 

•1,773,556,532 

•1,739,380,303 

•1,902.409.038 

lUJiuEm. 

^TIW  stock 

$460,225,866 

101,573,163 

48,630,925 

•482.606,252 

111,410,248 

66,762,411 

W00,200,011 

120,901,267 

58.375.109 

•195.802.481 

«i>iJlB«hiod_           

130,485,641 

^«lTU,ajro«t* 

51,477,629 

^•■^Itwat  nirte*  ontitmi'f 

318.365,481 

336,289,285 

341.320.266 

331,193,159 

*'*ti!inin]t  not*!*  oouian'i 

1,886,638 

1,511,390 

1,130,585 

800,417 

Wlfletm,  aujairt  

1,393,427 

1,356,934 

1,269,474 

0,088,845 

'■"UrtdMl  dflpMlt* . 

596,686.487 

598,114,07i» 

540,510,002 

082,840,607 

"Bfct«.IW.. , 

14,829.626 

7,863,801 

7,680,375 

7,492,307 

^'^  C,  8.  <IUb,  oJBCMi,. 

6,399,103 

6,136,697 

4,705,593 

3,579,722 

**»«  to  othw  JfMilJMiki- . 

118,657.614 

124,218,392 

114,996.660 

129,188,071 

^  to  StiW  b-kmS;  bk'w.. 

38,116,960 

34,794,903 

30.598.070 

61,020.003 

^«*«iw!l»0Dim»d._..,— 

4.922.455 

6,545,050 

3,811,487 

6,306,602 

**'*Bijri.w«. 

6.374.362 

0,946,410 

7,734,137 

0,398,900 

TotH 

«1.716,861.897 

»1, 773,530,  .ISa 

$1,720,380,303 

$1,902,409,638 
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CULHfilFICATIOtf. 

1876. 
tfiUbank*. 

1876. 
t.0«6anfe«. 

1877. 
1,074  »Mto. 

18T& 
t3W»Mfe». 

Bnoi-KM. 

LoaaaaaddiHoaaU- 

•ee2.»71.807  ' 

•929.066,408 

•881366^744 

•836^017.461 

v.  a  tnods  to  wcoM  elfn. 

883.618,100 . 

336,705,300 

343,889,660 

847313,300 

U.  8.  \n»ta  toMcim  d-pu. 

IS.981.600  ' 

14,767,000 

13,638.000 

49^110300 

17.8.lMMlioaliuid 

16.009.5B0  . 

31,937360 

38,470.800 

44,398350 

Ott^rauek*.  btB*.!*,  nU... 

81,667.960 

81,666.914 

32.169,491 

S5316310 

Do*  fi«at  naBrrvagmto^ - 

81.462.682 

8S.789.174 

76.960.087 

81.7SS.1S7 

I>ufnniolli«rNst'l  b-ka.. 

44.831.891 

44,011.604 

44.123.934 

48.144330 

I>U»MI«t«t«bHk*-       . 

11,896.881 : 

12.416,841 

11.479.946 

1S.S593M 

ttmi  eatatc,  famltflJ^.  etc. 

41.688.811  1 

48.498.446 

46.511.983 

46.738.147 

CttlTDflt  tjxpcs'oi-'****--** 

9.218,456 

9.818.422 

8.968.908 

7,008^138 

PnnlamBpAid 

9,442,801 

10,811,300 

8.841.939 

8.07B.7I8 

Caahltem* 

11,238.726 

10,668,709 

10,266.069 

9,985.004 

Claarlac-lwDM  eschkncM. 

67.886.907 

68,027.016 

64,664,416 

81.M'*.388 

BUI*  of  otber  baiika 

17,166,190 

17,621,668 

20,312,693 

l«3a3.3Sl 

rnetlon*!  cnrTCBcr 

2,901,023  ' 

! 

1.146.741 

778,084 

4M384 

BpMie 

17,070,906  ' 

32.999,647 

32.907.760 

84,S«S.3M 

Tigjal  tnniirr  notoo 

70,726,077 

66,221,400 

70,668,348 

64.87S.78S 

V.  8.  cerUllcatoa  of  dcpoolt 

31,005,000 

26.095.000 

26.516.000 

32,&3n,ono 

Doc  from  U.  8.  TreMorer. 

19.202,256 

16..t59,491 
•1,7H7,407.093 

16.493.577 
•1.737.395,146 

17,»40.918 

Toua 

$1,82.1,469,762 

•1.743.S38.8S7 

UABiunia. 

CftpltAl  stock 

•505,485,865 

•t97,4K-J.UlC 

•477.128,771 

•464,874.998 

SnrpliM  fanil 

i:i3,«>85,422 

l:tl,»90,664 

121.618.455 

116.40S.118 

Undivided  pnrflt* 

59.2«4,»n7 

52,327.71.-. 

51,530,910 

44,040.171 

Nat'l  bank  doIm  nnUtao's 

314.979.451 

•AVl.dl  1.575 

200.340,475 

303334,783 

8ta<e  bulk  nub's  natstan'ir 

752.722 

6<>H.54K 

470.540 

400.715 

DlTldends  un|wld  

1.363.396 

1.286.540 

],404.17H 

1.473.784 

Indlrldusl  d<-p««tu 

61M,.-.17.245 

til  9.350.223 

(M»4,512,5I4 

698,805,775 

V.  H.  deposlta 

t;,6.'->2,;-.36 

B.727.155 

6.529.031 

40.2«A.835 

iKip'ts  U.  H.  disb.  olDcera. . 

4.232.3M) 

4.749.015 

3,780.759 

3.461.438 

Iinf  to  Nallniisl  banks 

Il'.».«vl3.«85 

122.3.-.I.H18 

115.773.660 

12(V.>01.7T4 

line  to  statf  luiiiks 

47.01H,17l 

48.eH5.392 

44,H07.95« 

41.767.755 

Not<*i  r<*<liM'<»iiDt«Hl 

.'.,257.1fiO 

4..-|.-.3,I.'.H 

4,6.%4.784 

:i.238.I33 

Bills  parnblo 

7.05tl..W;t 

5.HH-J,ti72 
•I.7M7,Hl7.0!t3 

5,«4!».107 
•l,737.2t*6.146 

4.335.617 

Total 

»l,H'.M.40ti.7.'.-.' 

•1.742.826.H37 

NATIONAL  BANK  STATISTICS. 
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c^esiricATiOH. 

1S79. 

leeo. 

ISHl. 

i8sa. 

Bmowcbb. 

l(«B«  MHA  dlKSDOSt*. 

•a33.M3,«61 

•1.0T1.3se,l41 

•i,iefl,i77,saT 

»l,330,4ea,313 

V.  S.  bmidi  Co  MCQTC  Mf  n. 

3«4.I7a.700 

35»,CM,2,SS0 

3ae.734,70O 

357,047,090 

C.  8,  Imtirti  to  wcttre  a'jts. 

UJ1«.*M 

14,T2A,!HJ€ 

15,718.000 

19,3J4,0(KI 

V.  &bondian  hatul 

40.e77.MO 

j6,0lft,4W 

31.«84,0OO 

1G,492,I90 

0Ui3>  ntockit  ruitl  botiil «. .. . 

3S,83S,H9 

46,828.373 

62.693.2  IS 

68,998,620 

DDfl  tnnu  nM«rTC  •genu.. . 

l|}9,7«a,4e3 

12e,lD6,0l4 

l33.530,4es 

122,068.106 

Due  fracQ  Niuosal  luuika. . 

0a,3lt^4S9 

96,079.329 

77.fl33.B0S 

76,073,327 

Doe  rr<nn  S-tate  Xn-TsJt* 

I4.42S,<»7S 

17,111,241 

17,fl41,7H 

18,40$.74S 

&eiJ^t«^i#K->^...i, 

*7.e»2.ssa 

7.474.0S3 

47.784,401 
4,442,440 

t7.44(k.DS0 
4,647,101 

49,993.408 

CtUTCbt  SEpeusa 

9,13O,B0« 

4,1510,836 

S,S89,W3 

3,H9t,TStt 

S,iT3,S8S 

Huh  iTif^tTiB  .1 

10,SR7,37a 

14,713,929 

17,337.964 

16,3Sl,aii> 

ClfwiBg-lKnue  txctiftOge*. 

lia,172,ft77 

229,733,904 

217,214,827 

IBS,9S1,104 

BiUflorotbprtiuilu 

10,406,318 

21,549,367 

34.190,934 

26,344,776 

FTMUoDal  curmier.. 

374,227 

389.0!  1 

360,361 

401,314 

9p«to.....„ 

79,013,041 

107,172,900 

ii.'j,6afl.ea» 

106,437,199 

Lei;al.t«ider  note*.. 

B4,713,00a 

fi9.'4 16,984 

80,104,387 

68.478,431 

V.  8,  certlfleattx  of  d«iMiBl(, 

10,Se«.0(KI 

B.  150.000 

7.030,000 

8,47S,0t» 

Da*  trmn  U.  8.  TreManr.' 

17,0S4,Slfl 

17,121,828 

18.097,933 

17,994.069 

T<rt«l„... 

«1,S3B,22»,617 

wi.i*i,asi.».ii 

t3,»Hl.S90,B«« 

•J,390.7BS,497 

LEABtLlTlBe. 

S4S4,498,S1G 

S468,54U,()afi 

e4ti5.S6U,H3fi 

•434.883,403 

115,4a«,031 

1^1,834.639 

139,8U7,4aa 

139,930,969 

Undivided  pruflt*  ......... 

47.S73.920 

47,948,741 

94,231,816 

69,343,816 

NkL'l  tMQk  ntflM  oiiMtwi'x 

32I.94U,1A4 

317,484.19H 

M2.1,01»,161 

319.330,026 

Stale  iMink  Dutoa  ontatui'i 

333,  A02 

2.'iS.49n 

3tl,7U] 

307,373 

DlvldeiMl'  u&paia..... 

1,30B,4SQ 

a.isaasM 

«,372,737 

9,80S.«ST 

Individual  depoalta. 

7Sfi,4S9,0afl 

l.lHMl,4S3,»a3 

1.103,679,163 

l,WW,901,7in 

17   8  dAtndLU.               .« 

6  833,32:1 

7,^e4j,iOO 

8,79  6, 97  » 

8.U22.A03 

Ceit'ta  D.  S.  dlsb.  oJllcera.. 

3.8B3,Sn 

3,4SS,e01 

3,B9B,T20 

3,7H«.2e2 

Dne  to  Natlunal  baakii 

132,4»*,070 

irA4i3,'iti5 

J97.a.v.:.33S 

194,4  Ul,2it0 

DQA  to  Bl^EC  tMUtiCtt    ........ 

99,332,391 

71,183,817 

78.380.429 

77,0.11.165 

SotM  tedtacotuited ........ . 

a.ne,4S4 

3,354,^97 

4,123,473 

6,703.164 

BlUiparabls... 

4,041. U49 

4,K*e,a7a 

4,4B2,S2S 

8,699,066 

Tot*l 

<1, 925.239,617 

t3,S41,6Sa,82e 

i3,3ai,s9o,He6 

»3,3a0,7e3,497 
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CUMitWtCAVWa, 

last. 

isas. 

t,7»»«>kt. 

icea. 

nnovKTBi. 

«,a<rT.iBi,2Ba 

tt.3U.90!!,3^ 

•l,S43,ai7,!U10 

fl.470tlfi?,«Sl 

U.  B.  bon&t  10  iMaTe  sir  a. 

34E,G95,t)0O 

siT.sae,o«i 

»04,77«.7S« 

SIH,984.3«0 

U.  H,  iwtidi  uiMoura  a-pu. 

lti,IU9,0(W 

lB,7*OfiQ0 

10,019,000 

Sl/k4«^SO0 

V,  H,  UmiU  no  liinrt,.,,.-- 

18.161,330 

11,306,900 

ia,eo«,7so 

10.574^06 

Otl wr  *tt>C»  ■  »Ull  tlUMll  ■ . . , . 

7l,9«»,*21 

73,4*9.^3 

T7,fi3a,841 

S1.4»,000 

ban  TnHii  i*wr*»»«oiiU... 

l3&,a09.«M 

laueuiTs 

ise,3as,4u 

149.117,970 

I»U*  trma  tlMUaami  huika. . 

77.90a.7ft9 

ra,4S9,8»4 

7».4a3,9(1iS 

BB^KTUmt 

lt\u>  rnitn  HUtnbauki 

1»,«03,<MT 

lS.3afl.Bl» 

18vM3,H« 

9I,46«,«3T 

Uis«)i-it«l»,«tfl..... 

4ft.M0,TM 

40,S89,a30 

»i,M«.oe3 

B4,7««,AW 

Cim«»K  m|H>M«M 

4.11714.818 

e,ei70,9O« 

Mia.971 

1«.38S,0«7 

I'mmiupitB  |iiill.-.p«>.P<«.i* 

a,M7,3ba 

11.OTS,417 

U,»O>Z,10« 

lA,lMk«l 

iiwilMt««w  ............. 

17.«ei.B«4 

n.su.u-i 

ia.8I0,li*7 

l»JlflL«fJ 

r'lMrSPiftioiiiHi  Inta  oefU. 
1  Itwrliir  IjiiUM  xioliMCM. 

LBTO^OOO 

6MI,<XW 

i8«.HE,a7a 

7«.i»«,s«g 

n,9fil.3»0 

7(ll6«B,IM 

mil*  uf  iiUinr  liMili*. .  ...... 

w,aM,ae« 

a2,37T,9«li 

23,17a,6{t9 

3«,l^,3ao 

riwo  baiikl  tiurtfiirf 

497,Te« 

4S«»77» 

ii»,osa 

447,S3t 

TnKio  Ml^ri* •'..• 

3,e70,Ml 

13Z7JM 

HiKHlil       .,..      

llf,976,ie« 

139,717,079 

iea.364.!U9 

i«a,Ma4M 

tiiwkl  Itimlnr  n»lM 

Ho.fte9.Toa 

7S.3«0,M5 

B7.fiftS.4M 

irT,T»I.M3B 

It.M  wrUdrnHwof il«lio«lt 

lU,HiO,OUO 

19.040.000 

lj.766.000 

e.i»6,o«> 

rivi-iMTi<  r 1  Willi Triuw. 

iHiii  r ■  V-n.  Tr»Miun<r 

10.056kl38 

lll,HA5.93H 

15.44-AS06 
•a..«>7. 143,474 

14.981,031 

•7^S7• 

•l-iitol        

•U.t4A,HMO,U17 

•■^,457,675,366 

•3.607.763.91S 

I.uiiiniiw 

•  HlllUI  •llH>k  t>*l<i  lit 

•All.MU7.a7A 

•S-.>4.089.0«}5 

•529.360,736 

$5»0,6MI.«76 

M)M  |>|M«  lllllO                   

U4.H00.-.>.-t-J 

140.807,119 

150.156.640 

16»,678.47« 

I'MilKlllml  |i|i>nU 

^ft.7H7.u*.^ 

70.711.369 

09,339,646 

79,398,386 

Nitri  liitwk  iiiilM  iMilaUn'ii 

.HlW,k>tl4.i:<l 

-.'SO.  197.043 

207.430.637 

903,076,387 

iiInIk  iMMh  n<ili<«i>iiuuu'« 

1.X1.1U1 

174.rt45 

133.933 

116,353 

■  Ml  hiMlliU  l<ll|wilil 

7.l>SJ,tW.' 

l.»:u,i-.>l 

1.360.977 

1.6»0^M6 

IliiltUilllitl  ili'|u>*tU 

l.UHM.MMHW 

W7.r>49.<>5."i 

1.111.439,914 

l,16e.7ie.4IS 

1      II    (It  iHMlla 

10,il.»ii,7TT 

Ut.l».V!«()3 

13.06>t.76l:l 

13.706,700 

III  |.  la  1'    l<   illali  ■•nii'Vla 

.•«.:(«.  siij 

».74»>.9tKi 

S,(NU.78S 

4.876J37 

Inii'  III  Nnllniial  liitlika 

v\m.>ii!:.iM» 

lS7.i~.H-..;US 

■J16.564.533 

333,843,379 

liiii'  liiMlnli'  li.«iik» 

Si.rTrt,*-.'! 

7.;,5:a.»«4 

M,U60.163 

91,364.633 

ISiili'M  iioliai  iiiiiiUhI 

H,•J^^*,.M!•.• 

!i.43.<.7-.>4 

9.9S3.8Xrt 

9,160.346 

IIIIU  |ii«i«lil- 

♦•j.«4>>M>.-.ii: 

.<,4UV.W4 

r;.S5>:.u.«.4r4 

1.961.698 

8,444.Ma 

1  iilnl 

rJ.457.675.256 

•3.507.763;»19 
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N€aioma  Banks,  Ises-IBBS—Cootianed. 


cuMmcamoN. 

1887. 
S/nOtmnkt. 

1888. 
S.1S0  bmk$. 

1880. 
S,at8  bmk§. 

1800. 

BffioirKCU. 

Xiwu  HiLt  dlMxrants- 

•1,683,941.484 

•1,676,564.868 

•1,811.686,891 

•1,982,893.206 

U.  8.  boada  to  McoM  dPn. 

186.431,900 

163,820,660 

148.434,700 

189,688,16(> 

U.  8.  btata  to  Mcnra  d'pu. 

43.208.000 

48.949.000 

41,681,000 

27.868.60O 

U8.lMadionbuid 

6.988,650 

6.374,400 

3,740,350 

3,076,600 

OUsrttocbiuiillMHuls  ... 

90.776,418 

102,276,898 

111,344,480 

116,609,301 

Dm  (no  tcwTTo  agents.. . 

133,969,709 

16e,6»7,199 

164,889,766 

160,220,682 

98,2a7.0«5 

107,175.402 

118.206,364 

111,673,147 

Dm  boa  State  iMkiilu 

31,996,356 

24.217.166 

28,143,681 

28,434,882 

Bcd{isiat«  Bio       

68,836,168 

03.436,066 

70,694,191 

78,060,490 

10,600,817 

11,842,192 

11.902,368 

18.434.643 

F^ntamipaM.        

18,797,206 

16,681,266 

16,847.602 

14.668.760 

CMhllemi.               

13,826.466 

14.140,868 

16.184,700 

16.067.481 

doMig-lwiiae  exobangea. 

86,09?.3S0 

91,766,202 

103,719,453 

88.818,299 

dewtag-lioaM  loao  cei^. 
MliordthCTlijuikB 

13,395,240 

23,447,294 

21,728,238 

20,388,807 

18,832,22) 

FrKtJoiuJ  ctirrtn<T. 

554,906 

628,887 

720,462 

756,021 

Tnde  doOan 

328 
159,240,643 

763 
172,734,278 

Spcdt 

171,089,458 

190,063,006 

t'Ofal-touler  notes. 

76,861,975 

82,565,060 

84,400,894 

82,177,126 

r.  S.  cerUflcates  of  deposit 

6,166,000 

9,220,000 

9,045,000 

5,760.000 

KlTe  per  c  fond  with  Treas. 

8,168.303 

7.141,434 

6.276,659 

6,089,110 

Dae  from  U.  8.  Treasurer. 

1,068,117 

1,246.391 

1,239,867 

1,093.947 

Total 

•2,624.186,330 

$2,777,575,799 

r2,933, 676,687 

$3.046.93»<.826 

LlABIUTUS. 

Capital  stock  p«ldln 

•680,733,004 

$.503,848,247 

$617,840,164 

•657,877,225 

SaTplas  fimd~ --- 

176,240,408 

187,292,469 

198,508,794 

214,965,633 

79,809,218 

88,302,639 

97,050,091 

111,772,985 

Nat'l  bank  notes  ontitan'g 

164,904,094 

143.649,296 

126,039,541 

123,038,786 

Bute  bank  notes  oatatan'g 

98,670 

82,354 

81,006 

77,328 

Dividends  unpaid 

1,343,963 

1,267,930 

1,289,651 

1,167,262 

IndlTldnal  deposits 

1,236,767,941 

1,331,265,617 

1.436.402,685 

1,485,095,855 

U.  8.  deposlta. 

38,416,276 

46,707,010 

39,224,688 

24,922.263 

Depns  V  ■  S.  *Usti.  offloetB. . 

4,515,024 

4,415,608 

4,672,950 

4,456.472 

Due  to  National  tHuiki 

223,088,027 

262,291,134 

267,159.449 

253,082,126 

Dne  to  State  banks 

98,809,344 

108,001,606 

123,713,409 

121,438,2.-):> 

Notes  redlscoiLD  ted... 

16,268,247 

14,844,303 

16,723,378 

25,598,405 

BUIsparable     

5,106,112 

6,707,581 

5,970,976 

11,501,225 

CleartnK-honse  loan  cer'ts. 

11,946,000 

Total 

•3,624,186,380 

•2,777,676,709 

•2,933.876,687 

•3,046,938,825 
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CLAEBiyiCATIOS-. 

1883. 
t.SM»iankM. 

1S»4. 
f.AM  taftftl. 

19M. 
f,7»  Sionfe*. 

utae. 

KKftOL-HLU. 

LtMUB  and  djAODODtV... 

«l,30T,i91,S50 

«1 ,334,30^.220 

«1,343,61T,S59 

$l,t70,167.ei 

U.  B.  boDda  to  a«ciiTe  olfn. 

siS.aBB.aoo 

317,S8fl.OfiO 

304,776,760 

338,384.390 

O.  6.  iKiinl*  to  a«;gj«  d'(l«. 

10^840,000 

ia,T40,IX>0 

18,013,000 

31,040,900 

U.S.  bODiUontLaiiil 

19.111.900 

12.30A,eOO 

12.965,750 

10,676^900 

OUier  B^DCk«  uml  bouil  a — 

Ti,aoe,4aL 

73,449.352 

77,633,841 

81,  J  31,000 

iraelroni  rB«i5cve»itsuti„. 

ise,e»i.eo«) 

121.181.976 

13S.239.444 

143.117,979 

7?,903,78a 

e9.4aa,sH4 

79,452,309 

B8.971,e»T 

19,401!.IM7 

lB.3S9,eiS 

18,653,946 

31.4e«,4» 

KeBlo»til*,etc 

49,M0,700 

49.889.930 

51.3«3,063 

64.763,630 

4,OTtl,3ia 

9,aT0,9«0 

S,4t6.97t 

10,2^007 

s,s4T,!aa 

11.923,447 

11,802,199 

16,160.031 

Cwb  LtieiiM,^ --. 

n.lSLWH 

11.924,15'.' 

13,810,187 

13JilS.eTi 

Oleaiiiig.bonse  Bxctaansa*. 

1,870,000 

sw.ooo 

lil4.MS.273 

TG,ie5,9S» 

93,351,290 

70,996,106 

BUla  of  attii>i  baokl 

2S,aO0,6B9 

22,377.945 

23.178,063 

24i,lS3.S30 

Prscttaiml  onrroncy 

437.764 

456,778 

415.083 

447,^3 

1,870.861 

La2T,964 

Specie .,,^ *. 

114,STe,l(» 

13B,t47,079 

106,394,393 

166,983.556 

Legal-tender  Dotes . .  ... 

ao,5fi9,7ae 

76.3«9.&5fi 

67,«8e,4ee 

07,739,Hffl 

l'.  B.  cotUflcitfti  of  depo^l 

10,840,000 

1»,040,000 

lJ,T65,0O0 

6,l«fi.DO0 

PlTB  p«r  0.  tilOd  witli  Tnos. 

10.050^128 

ie,8efi,e3s 

15.442,30<t 

14,981,031 

975.376 

Tot^ 

•2,44s,seo,ei7 

$2,297,143,474 

$3,467,676,356 

$3,607,763,913 

LumunxB. 

OpiUJ,  «ook  paid  La 

HU.a3T.ST& 

$524,089,065 

$539,860,736 

$650,688.«76 

144,tiCIO,3E3 

146,867.119 

150.166,649 

169,673,479 

Undlnded  pruOtB 

iB.787.IMa 

70,711.869 

69.339,646 

79,298,286 

NAt'l  bank  tiut«>  ouUUui'K 

304.964,131 

280.197,043 

267,430,837 

303,078.387 

181,121 

174,645 

183,933 

116,863 

Dividends  unuftld..... 

7,082,682 

1,331,421 

1,360,977 

1,590^846 

IndlTldaal  depoaita 

1,106,453.008 

987.649.053 

1,111,439,914 

1,169,716.418 

U.S.  depoaita 

10,086,777 

10.665,803 

13,068,768 

18,706,700 

Dep'ts  U.  S.  dlab. otDoera.. 

3,768,862 

3,749.960 

3,006,783 

4,276.267 

Due  to  National  banks 

200,867,280 

187.296.348 

216,564,533 

333,843.379 

Dae  to  State  banks 

84.776.421 

72,572.384 

86,060,163 

9V<<64,a3S 

Motea  redlaoounted 

8.348.e62 

8,433,724 

9,983,838 

9,169,346 

4.106.297 

3.415.524 

1,951,698 

3,444.968 

Total 

$3,445,880,017 

r2,297,143,474 

$3,457,675,266 

$3,607,763,913 
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Nattorud  Banks,  J^6J-;^9S— Continued. 


Bxsouscis. 
louu  loil  dlMxmatB 

t.  S.  boui'.!  to  Mciu«  d'pM, 

T.  absBdaiNi  liUKi 

?nsilni)t>  on  boiulai- 

fiWva  atDcki  itaA  twud  ■ 

B^aliliiK  touie,  etc. ....... 

Siitlulat«,0tc. 

llMliaa  iTktlmul  tHuik«. . 

Sua  (rw  Stjitfl  twblu 

Dva  frnm  mwrre  kg«]t«.. . 

CMhlttaii. 

Gliiiliig.baaH  oxcbange*. 

MliiitatJieru«&)c« 

nidtimkl  curmiajr 

«p»««.. ,,.,..„.... 

t«cil.tBDdiii  &otea„ 

I^-  S.  coituicateii  ot  deposit 
PlTiperi^  tDud  wlttiTreM. 
Detbnm  D.  B.  Treammr. 

Total 

LlABIUXlU. 

C^iital stock  paid  lu.. 

Borpliu  limiJ — , 

V&dlTlded  profit* 

Ntt'l  bank  not«a  outatao'g 
State  bank  Dotes  uiitAtan'g 

Dne  to  National  bank! 

Dae  to  State  ban  ks 

Dlvlilends  nnpuld 

IndlTldnal  depcieits 

C.  8.  depoalta- 

^nU*  rfeill«c:ou&t«a._ 

BUU  parable 

Other  Uabllltlea 

Total 


IBfiS. 
S,70«bank*. 


l.041,-i»P.IIlT 
itn  J70  Hfin 

16,688,340 

193,983,931 


101,978.311 
131,007,238 

203.002,1141 
13,0S9,318 

1T,114,-J90 

aOS,T13,4I0 

BS,a)fl.423 
31,440,000 

9,te4.e^s 


18M. 


IStfT. 


IBM. 


1,744,071  I 


•l,901.ttW,110 

inMi,'mi  fin 

ia,aeB,t>Do 

A,4W.S«0  ' 
I7,e41,MS 
1 80,701, SSS  I 

27,73e.(»0 

126,3^3,509 

3:2,141,7»t 

13,13».403 

84, 91*0,088 

i8,e«3vse3 

92&.10D 

S2S,540.7OiJ 

118,803,612 

9T,CW1).(W0 

10,411,548 

i.)j«9.ese 


•^,100,3GO,318 

4s,aeT,ioo 

14.»lS,t{00 

18,SS5,489 
317,e89.SB0 

TB,Sfi4,g40  , 

$e,8G2.103  I 
lIM.SSCi.lSO 

41^.013,488 
ilDO.SeEI.SSl 

1 4.033.4  U8 
118.415,838 

18.66»,Iie 
d35.465 

113,S6t.87$ 

40,H40,OOU 

S.Tei,D68 

1.442.901 


•3,423,534.328    •3.3e7.11S,772    $3,829,213,776     $4,003,511,044 


$656,956,245 

246,177.663 

94.501.758 

185.151,344 

63.504 

802.721.678 

167.303.670 

1,091,869 

1.720.650.241 

9,699.120 

4.069,468 

11.369,771 

-iO.492,304 

3.405.889 


n,173,ai&.610 

8;1.D2a,S[30 
90.614.010 
ia,D71.19T 

355,198,937 
751.388,337 
30,484,417 

159,1^.016 
48,324,878 

320,003,050 
l«t,tt^.942 

110,2S(l,9.tS 

19,049,723 

1,033.834 

393,374,11^8 

iia,03S,aoo 

1S,81Q,000 
9,796,056 
4,019,661 


$647,186,395 
247.339.567 
95.792.337 
210,689.986  , 
60.393 
317.860.025  ' 
168.635,982  | 
962.120 
1.639.688,393 
11.822.671 
3.507.206 
8.099.691 
12.805,832 
2.585,271 


$629,656,365 
246.416.688 
96.293,663 
193.783.985 
60.336 
446.061.164 
232,877.503 
943.274 
1,916.630.262  [ 
39,939,047 
4.012.185 
3,161,796  I 
7,722.623 
13.656.901  ; 


$621,517,896 

247.656.108 

93.015.097 

194.483.765 

55,907 

446,417.464 

261,917,900 

1,008.410 

2,031,454,540 

70,187,368 

4,977.832 

6.084.815 

11.283.332 

23,551.615 


I 


$3,423,534,328  i  $3,867,116,772    $;{,8'.'0,213,776  I  $4,003,511,044 
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1899. 
RCSOUBCU.  3,695  banks. 

Loam*  and  dlaeomiU. f3,496,751,2fil 


ISM 
LlABIUT».  3,5W1 

CaplUlstook M0S.779,V7e 


OrerdrEfta 

V.  8.  bonds  for  circalatkm... 

IT.  8.  bonds  for  deposits 

XT.  8.  bonds  on  hand 

Premlnms  on  U.  8.  bonds 

Stocks,  secnrl  ties,  etc 

BankInK  hoDse,  etc 

Beal  estate,  etc 

Dne  from  National  banks. 

Due  from  State  banks 

Dae  from  reserre  aicents 

( luTks  and  other  catili  items. 

Clearlng-boose  exchanges 

Bills  of  otber  banks. 

Fractional  cortency 

Specie 

Legal.tender  notes 

V.  S.  certificates  of  deposit... 
Five  per ct.  fund  wltb  Treas. . 
Ihiefrom  U.S.  Treasnrer 


19,281.907   I    8,^,„,,„^ S«8,««.»4 

229,639,610  { 

UndlTided  profits 


80.976,080 

19,328,220 

17,626,212 
890.437,066 

79,06 1.021 

80,255,465 
312,431,744 

59,288,465 
414,126,660 

17,414,999 
154,80<),.'>U 

20.077.605   i    u.  S.  deposits. 
1,121,207   I 


National  bank  elrealatton.. 

State  bank  ctrcnlatlon. 

Dae  to  National  banks. 

Dae  to  State  banks. 

Dae  to  reserve  agents 

DlTldends  unpaid 

I  ndhidnal  deposits. 


3.18,371,383   I 

111,214,6.'^ 

16.540,00() 

10,116,130   I 

1,840,945 


Dep'ta  U.  S.  dlsb.  ofBoera... 
Notes  redlscoonted 


Total •4,659.355,133 


Bills  payable 

Otber  UablUUea.. 


103.06«.430 

M0.StS,567 

6S.108 

576.168.887 

SS4,868M6 

1»,440;496 

l.lST.S»a 

3,460,726,595 

73,836,840 

6,063,446 

4,860.777 

9.945.337 

19.745.568 


Total •4.660,866.133 


STBrHEN  GIRARD. 

JJoi-n  Maya),  1760;  di.-l  D-'ci-.nilji'r 2«,  lisSl. 

J)i.stinjfuislu'<l  l)aukf-rnndi:)hilatit)iropist ;  r<imi<liT-  nf  (iimnl 
Oi)Ilf>,v.  rhiltidelpliia. 


PART  II 

BANKING  UNDER  STATE  LAWS. 


I 

STATE  BANKS  IN  THE  UNITED  STATES. 

bment  of  tJie  first  Suite  banks  ~  Difflrulty  of  pmcuring  sUtisticii  —  Condition 
of  bank*  Iroiu  lSll-lS2i)—  Banks  of  the  I'nilwl  8iatt«  and  Sute  bunks,  1811- 
IMO  —  (<«4lo  blinks  from  1H;i4-1.S«S—  Fiiianciul  herfsies  from  1811  to  lc«l  —  Vari- 
oua  taWB  osdcr  which  bunk^  were  orKanizod  -  Losses  through  l)ank  bUlnres  — 
flutoau  bonk  Mockboldcre— Early  proposal  to  tax  State  bank  notee — FaUorea 
of  Stale  banks. 

DB^'KX.OPMKNT  of  THK  STATK  BANKISG  SrSTEMS. 

In  no  particalar  has  the  progress  of  the  United  States  been  more 

than  in  the  improveineot  of  its  banliiDg  systems.     Much  stress 

an  laid  upon  the  losses  caosed  by  State  bank  notes  prior  to  the 

Sril  War,  and  it  is  probable  that  these  losses  have  been  greatly  extig- 

erated.     But  the  State  banks  of  to-day  are  generally  different  from 

rhat  they  were  in  those  times.     They  are,  as  a  rule,  quite  as  well 

id  operating  under  as  rigid  laws  and  as  careful  official  super- 

le  National  banks. 

The  historian  searching  for  materials  will  usually  find  no  difficulty 

in  obtaining  minute  accounts  of  all  tlie  wars  that  have  devastated  the 

earth,  but  will  find  long  intervAJs  of  silence  in  regard  to  the  peaceful 

Bvelopments  of  mankind.     So  it  is  in  banking  history — the  failures 

ad  losses  seem  to  have  been  recorded  with  painstaking  accuracy,  but 

He  great  and  iucalculable  benefits  which  banks  have  conferred  upon 

lie  bmsiness  of  the  country  are  seldom  mentioned.     It  is  well  to  bear 

liese  considenttions  iu  mind  in  reading  the  history  of  the  early  State 

£s,  and  to  remember  that  while  there  were  undoubted  losses  from 

He  imperfections  inherent  in  the  diverse  banking  systems  well-nigh 

iible  from  the  primitive  conditions  of  those  times,  the  State 

;  existing  before  the  Civil  War  were,  nevertheless,  of  great  bene- 

to  the  commence  and  indu.stries  of  the  country.     The  "red  dog" 

ad   *  wildcat  "  currejicy  of  these  banks  is  generally  held  up  as  an  ex- 
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ample  of  the  iniproprietf  of  permitting  banks  to  issue  not«&,  but  th^ 
banks  which  always  redeemed  their  notes,  even  after  the  Oovemmeot 
iiaspended  specie  payments,  seem  to  have  been  forgotten. 

First  State  Banks  Oroanizbd. 

The  first  banks  in  the  United  States  were  organized  in  Pennajrlv*- 
nia,  Massachusetts  and  New  York.  The  Bank  of  North  America,  in 
Philadelphia,  altbougli  organized  under  a  charter  granted  by  the  Con- 
tinental Congress,  received  a  charter  from  the  State  of  Pennsylvaoia  on 
April  1,  1782.  This  was  a  perpetual  charter,  bot  was  repealed  In  178$, 
and  renewed  from  time  to  time  until  1864.  Charters  were  alio  granted 
to  this  bunk  by  otlier  States,  notably  by  Massachusetts  in  1782 — Haaa- 
chu8ettM  granted  a  charter  to  a  bank  of  its  own,  namelf ,  the  Ma«Mi- 
chusetts  Bank,  located  in  Boston,  on  February  7,  1784.  The  Bank  of 
New  York  began  business  in  1784  under  articles  of  association  drawn  by 
Alexander  Hanulton,  and  was,  subsequently,  on  March  21,  1791,  char- 
tered by  the  New  I'ork  Legislature.  The  Fwlt-ral  Constitution  was 
under  consideration,  but  had  not  gone  into  actual  operation  when  tliew 
banks  commenced  business. 

The  first  Bank  of  the  United  States  was  chartered  Febnuuy  SS, 
1791,  exactly  seventy-two  years  before  the  date  of  the  National  Oar- 
rency  Act,  which  took  effect  February  25,  1863,  and  about  a  month  be- 
fore the  charter  was  granted  to  the  Bank  of  New  York  by  the  I>^^lu- 
turo  of  that  State. 

The  Ideas  of  the  time  as  to  the  sovereignty  of  the  Federal  Oovem- 
ment  and  that  of  the  States  in  relation  to  banks  of  Issue,  were  such  that 
tliere  seems  to  have  been  a  greater  contest  as  to  the  right  of  the  United 
States  to  charter  banks  of  issue  than  there  wao  as  to  the  rights  of  tli* 
States  to  exercise  the  same  power.  The  prohibition  in  the  Constitution 
of  the  emLssion  of  bills  of  cretlit  by  the  States  seems  to  have  been  re- 
garded OS  applying  only  to  bills  is!<ue<l  solely  on  the  credit  of  the  St 
and  to  have  referred  to  the  i!u<uc  of  bills  by  the  State  Treasnrlea 
fore,  during  and  after  the  Revolutionary  War,  which,  in  monjr  inctan- 
oes  had  resulted  a<j  disastrously.  There  seems  to  have  been  no  fden 
ttiat  the  bills  of  n  cliarturrd  bank  came  under  this  category,  even  If  Um 
State  held  stock  in  the  bank,  although  this  question  afterwarda  i 

Statk  Bake  Stati.stics. 

The  first  •jrttematio  elfort  to  obtain  and  compile  statUtio* 
the  condition  of  all  the  Iwinks  in  the  United  States,  the  need  uf  which 
had  long  been  felt,  was  In  the  {Kisaage,  In  July,  18S2,  of  a  reMklntinti  by 
the  House  of  RepreK>iitattve«.  dlra-Mrting  the  Secretary  of  thit  Trrarary 
to  lay  before  the  House  yearly  therciifter,  such  Ktatein  ting  tit 

the  banks  organized  under  Slate  lnw»  as  could  beol'  na  the 

several  State  ofncial**.  Previous  t<i  the  parage  of  this  revohition,  nxdl 
Infiiniii'iriiiii  ii|miIi  tlii<i  siitiici-t  ■■■x  wuk  iiiuiin  r»iblii>  m  ni  obfK IHft<1 
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by  Individual  effort,  any  general  infonnation  of  the  condition  of 

aik*  heh\f(  pnirured  with  great  difficulty,  and  sucli  statistics  even 

f«»were  oljtoined  Wing  found  vory  imperfect.     Mr.  Nile«,  in  publishing 

I  in  the  "  RegiKter  "  a  table  derived  from  the  report  of  Secretary  Craw- 

f'*lof  1820,  giving  the  capital,  circulation,  depoHits  and  specie  of  the 

[bnnks  in  1819.  said:    ''It  will  be  seen  that  the  preceding  returns  are 

verv'  imperfect,  as  for  instance,  the  capital  paid  in  in  Maryland  is  given 

l-nl  ^,2iM),  whereas  it  i»  nearly  eight  millions  of  dollars.     Several  of  the 

t  other  itctus,   1   know  from  various  documents  in  my  possession,  are 

ptt'tty  nearly  correct,  yet  some  are  al.so  mnch  deficient. " 

Mr.  (Tonge,  in  his  "8hort.  History  of  Paper  Money  and  Banking 

[in  the  United  States,"  •  also  says,  that  "  efforts,  extending  over  seven 

I  to  collect  the  acooonts  of  the  banks  of  the  country  had  proved 

itisfaetory  in  results,  and  so  little  success  had  crowned  the  labors 

Ir  Crawford,  Mr.  Gallatin  and  Mr.  Niles  in  the  same  direction,  that 

it  wax  not  thought  worth  while  to  arrange  for  publication  the  materials 

thivt  had  been  prtwured.     To  collect  and  arrange  the  af-eouuts  of  five 

or  six  hundred  banks  which  are  or  which  had  been  scattered  through 

I  twenty-four  States  and  two  or  three  Territories,   would  be  no  ea»y 

ItMk." 

In  the  report  of  Secretary  Crawford  on  the  condition  of  the  banks, 
Jumuy  3,  183(5,  there  is  printed,  on  page  216,  a  statement  taken  from 
I  "Blodgett's  Economica,"  giving  an  estimate  of  the  nnniber  of  banks  in 
■  Itw  several  States,  their  capital,  circulation  and  specie,  in  various  years 
Blfoiii  1774  to  1804;  but  an  accompanying  note  says  that  probably  many 
Bo(  the  amounts  given  are  largely  conjectural.  The  statement  is  printed 
~  below  in  a  condensed  form,  and  is  tlie  only  one  containing  information 
of  any  kind  as  to  the  condition  of  the  banks  in  the  years  named,  la 
liiiii  table  the  amounts  are  expressed  in  miUions  of  dollars: 


TlAM. 


JU 


v5 

«|    I 

*J§ 

Is 

'^^ 

^S 

Min. 

*  .    , 

»*.o  1 

8 

10.0  ! 

t 

ff.O 

fl 

10.0 

1« 

IS.O 

17 

80.0 

17 

81.6 

18 

1«.0 

24 

m.is 

i. 


Mill.  I  Mm. 

is'.ii  ie!i 

2.fi  2.6 

0.0  I2.» 

11.5  17.1 
11. 0  18.0 
ll.fl  18.0 
11.0  Ifl.O 

10.6  W.2 


Year. 


1TB7 

ITflS 
17\« 

l»«U 

18r)i 
lHr« 

IBIB 
ItXM 


S|       5=; 


MI11. 

•10.0 

14. 0 

ir.o 
ir.r. 

17.0 
lrt.6 
i«.o 

17.6 


Htll. 

f  10  IJ 
0.0 
10. u 
10.5 
11.0 
10.0 
II.O 
U.0 


Htll. 
$i9.i 

10.2 

2\.i 

21.3 

is.a 
as.o 
a».6 


Beeretary  Crawford,  in  his  report  on  the  currency,  made  to  Congress 
February.  1820,+  esthuated  the  capital,  specie,  circulation  and  loans 
the  banks  of  the  country,  for  the  years  1813,  181.5  and  1819,  as  fol- 
ows: 

•  PlMTe  »>.  +  "  ElUot»'«  Funding  System."  pp.  795  to  787. 
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Ykab. 

Caj)Uai, 

JtpMfA. 

Cirralattoii. 

XdKMm. 

1818 

Mlllloiw. 

yas.o 

iniiiooi. 

IS8.U 
11.6 

Mllliona. 

tactoroL 

W.  toUO. 

MflltOIH. 

tUT.O 

1816 , 

^:e 

1819 

VBA 

In  this  report  he  also  gives  a  statement  of  the  bank  capital  for  the 
years  1814  to  1S17,  bv  States,  "bo  far  a»  it  was  known  at  the Treaxary." 
Thi»  Htateiueiit  he  believed  to  t>e  substantially  correct,  for  the  rtMtaon, 
as  stated  by  hiui,  that  It  wa«  based  upon  the  applioatiuna  made  to  the 
Treasury  Department  for  compositions  of  the  stamp  duty  of  about  one 
percent.,  which  duty  was,  by  an  Act  of  Congress  of  August  2,  1813, 
Imposeil  upon  the  amount  of  notes  issued  by  incorporated  or  unincor- 
porated banks.  The  act  further  provided  that,  in  lieu  of  thiH  duty,  the 
Secretary  of  the  Treasury  might  agree  with  any  of  the  banks  to  an 
annual  composition  of  one-hidf  of  one  per  cent,  upon  the  amount  of 
the  annual  dividends  made  by  them  to  their  stockholders.  The  »fgn- 
gates  of  bank  capital  given  in  the  years  named  are  as  follows:  1814, 
|80,»78,504;  1815,  |i88, 185,823;  1816,  «89,380,709;  1817,  |I2S,f)r6.446. 

In  respect  to  the  bank  capit^d  given  for  the  year  1817,  Mr.  Crawford 
says  tliat,  after  deducting  the  amount  ol  permanent  accommodatloa 
enjoye<l  by  HtiK-kholders  in  their  respective  banks,  the  active  bonk  cap- 
ital of  tl«e  Unitetl  States  may  be  fairly  estimated  at  a  sum  not  excsecd- 
ing  seventy -dve  millions  of  dollars.  Referring  to  the  castom  tbcn 
prevalent  of  paying  bank  capital  with  stock  notes,  he  says. 

"Siicb,  It  tabnlUivod,  him  tM^<>ii  the  i>pki««8  by  whk-h  the  cjipltnl  i>(  mcwt  ot  Muf 
h«nlui  h»a  hvcxx  fnnntHl,  whloh  haa  bctni  Uxxtrpomtcd  Blnc«  the  romnieDOrinriit  nf  the 
late  war,  as  sincv  that  tlimi  hanks  bnvir  N^en  tncorporatcd  not  bi.v'uuM'  thcrr  wb«  vmff 
ital  NoklTig  Invf^mriil,  not  hccaoKf  llw i>)«<.-m  wb«r«i  \\itj  wi<r«  iwtithllitlii'd  liinl  c<ni>- 
meroe  and  manufiictanM  vhlch  rw|Ulr«4l  their  tu8t<*rlntc  aid,  bat  Ix-i  auv  men  wiihotii 
aoUva  eaplial  wiui(«d  tho  means  ot  obtAlnluK  loaii»  which  their  staiulinii  In  the 
oommanlly  w<>uU1  not  cAmmaiMt  fnim  IwnkN  or  liu)lvkltvit]»  Iimv  inu-  r  »I  <  upital  and 
NttalilUhnI  (.■r><<]lt.     IIiMii<r  the  multlt>hctiy  of  Im-al  hank"  '*'f»crof 

the  (xtiuitry  In  txtrtk-iilar  (tartsot  (he  I'dIod.  which  by  thc'l' .  i^lr  pafwr 

faav*  InrUtl  a  lax  upon  thn  iviiniiiuiiltk'a  within  the  j>ale  of  tbelr  inltncairc  rnoonllDC 
the  ooathbuiioiui  i>al<l  by  them." 

Mr.  Crawford  also  gives  n  table,  by  8ta(««,  ahowfaig  th»  eondltfcm  of 

the  banks  for  t)ie  yi-ar  1S19,  whifli  table,  howcvrr,  lie  ndmitJi  U*  b«  liii> 
pArfetft,  and  In  whit'h  th»  IteniH  of  cnpitiil,  eirvnlatinn  and  apncioi,  for 
the  banks  in  the  State  of  New  York  (the  only  oncHt  givra).  arv  utalMl 
to  be  on  the  authority  of  a  report  iiuule  by  a  eomiuilte«  of  llm  Nrw 
York  liegislature.  The  aggregattat  of  the  principal  Items  of  the  Stata 
banluaa  taken  from  Mr.  ('rawfnnl's  re[Kir1,  together  with  tbiiae  of  th« 
Bank  of  tlte  United  States  ns  taken  from  o  report  of  Its  ruoditiim  io 
Ootober  of  tbe  tame  year,  are  stated  on  the  following  page : 
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OaptM. 


Loan*, 


8titel)«nk». I  $7S.3«>.t™ 

Buk  of  tbe  Unitod  SUte*. ,    31,V73.82M 


ToUJ '$107^4.508 


DrjxwttR. 


Ctreu/a- 
Hon. 


$il.iae.i«i ,  |3&,TT0,9as 

S.4M.<1T       3,810,111 


Sl(B,afiB,2M  ;SlS.«SOLSaS    $W.B81,0U 


Specie. 


a^>4.479 
$13,083,884 


In  1831  Mr.  OaUatiii  luade  an  estunate  of  the  uuuiber,  capital,  cir- 
oaJatJou,  ileposita  and  specie  of  the  banks  in  tbe  United  States  for  the 
jetn  1811, 1815, 1816, 1830  and  1829,  and  also  a  similar  estimate  for  the 
Bank  of  the  United  States  for  the  flrst  and  the  last  two  of  the  years 
a&ined.     These  estimates  have  been  combined  in  the  following  table:* 

State  Banlu. 


Tbass. 


Ud. 


of  barJn. 


tn 


CafMaU 


Circulation. '    DeiMvite. 


Spttie. 


$42,61  a,fwn 

ia8,iiaBii 
uoiuwas 


$22,7no,nori 

45,fil)(l,0rj0 

«8,anninuo 

40.041.674 
48,374,014 


fB.6OO.0m 
7.0(jo.an 

I      18,000,000 

%A\^UXa         18.478,888 
40,7Bl,Ua     I      I4,tHe.«43 


Bank  t^f  the  United  Statea. 


Tkabo. 


0/  Iionln. 


Capiua.      Oiretitotfon. 


$iaKio.ooo 

86.000.000 
35,000,000 


$5,400,000 

1.^1,770 

13,04H,S«»l 


DepotUa. 


Specie. 


$4,706,511 

14,778,800 


$^«00,000 
3,147,977 
7,175,374 


Wr.  Gallatin  gives  n  list  of  338  banks  in  operation  in  1830,  with  an 
aggregate  capital  of  ?110,101,898  (exclusive  of  the  Banli  of  tlie  United 
States);  Jiud  of  129  banks,  having  a  capital  of  824,312,339.  which  had 
failed  or  discontinued  business  since  January,  1811.  A  list  of  tliirty- 
ax  banks  whose  capital  was  not  known  is  also  given.     He  furtliergives 

I  a  statement  of  the  di.scount  on  bank  notes  during  the  suspension  of 
■pede  jjaymeuta  from  1814  to  1817.  t 
"  Eliott's  Funding  System  "  I  gives,  on  page  984.  a  statement  of  the 
(lumber,  capital,  circulation,  loans  and  deposits  of  the  banks  of  the 
Bouutry  on  January  1,  for  various  years  from  1811  to  1840,  which  is 
frcHiuently  quoted  and  often  erroneously  credited  to  various  writers  on 
financie.     (8eo  top  of  following  page  for  statement.) 

If  in  Ktated  by  Mr.  Elliott  |  that  flfty-five  banks,  with  an  aggregate 

'036,265  and  circulation  of  JS3,577,762,  failed  in   1841. 

1  ik  capital  of  that  year  is  stated  by  him  at  ♦317,M2,C92, 

ind  the  circulation  at  §121,065,198;  and  he  also  states  that  in  nearly 

Jwery  instance  the  capital  of  those  banks  which  failed  was  entirely  lost. 

•  O^inslderntlniM  on  the  Currency  and  B«nUn(r  S}'8t«lii8  of  the  United  States," 
Uliidi-lpljUi,  183L,  |>t>-  45,  48  uml  53.  t  Plnanoe  Report,  1870,  p.  ISO. 

}  tluusc  Kx .  Doc.  No.  15,  lax  Sen.  SSth  OongTes, 
'Elliott's  Funding  Syiem,"  p.  1,176. 
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YkAa, 


18U „ 

IfflB.,,.,, 

1S10 

vm 

SB 

aoe 
gao 

Me 

807 

eM 

(MS 

iS:::::.:;::::: 

UM 

uS::. :::::::::: 

vm 

iS::::::::::;;; 

1880............. 

iMj....,.: 

Specie. 


S15,«n,000 

n,a»,an 

a6,i«,ii3 


Oreulatlmt. 


|2aiin,nn 

08,000,000 

si,8S3,8ae 

M.Ba9.fiTO 
in3,6(a(0S 

Hfl.lBTi.tlW) 
115,138,910 
183,17!J,BWi 
106,9081,673 


HtpoMt, 


SS^oeo.47D 
i?r.aB(7.ias 

B4,(»l,l»t 

eo^4iJ,lM 

75,896,857 


OnpUol. 


13741MU 

149i,l«.»(! 
800,aiH.SM 

2811,718.081 
3l7,6a8rM8 

sjJ.is^iaa 


The  act  of  June  23,  1836,  which  made  it  the  duty  of  the  Secretary 
of  the  Treasury  to  select  and  employ,  as  depositories  of  the  public 
money,  banks  incorporated  by  the  several  States,  required  that  each 
bank  should  furnish  to  him  as  often  as  he  might  require,  but  not  ex- 
ceeding once  a  week,  statements  setting  furth  their  condition  and  busi- 
ness ;  and  that  the  Secretary  should  at  the  commencement  of  each  sea- 
sion  lay  before  Congress  a  statement  of  the  number  and  names  of  the 
banks  employed  as  depositories  of  the  public  money,  with  their  condi- 
tion, and  the  amount  deposited  in  each,  as  shown  by  the  returns  re- 
ceived by  him.  This  act  also  provided  that  no  bank  should  be  selected 
which  did  not  redeem  its  notes  and  bills  in  Bi>ecie  on  demand,  nor  which 
should,  after  July  4,  1836,  issue  or  pay  out  any  note  or  bUl  of  a  less  de- 
nomination than  five  dollars.  The  act  further  provided  that  thereafter 
no  notes  or  bills  of  any  bank  which  issued  currency  of  a  less  denomi- 
nation than  five  dollars  should  be  received  in  payment  of  any  debt  due 
to  the  United  States.  Prior  to  the  passage  of  this  act,  and  also  under 
its  provisions,  coiapUations  of  the  reports  of  the  deposit  banks  were 
prepared  at  the  Treasury  Department  and  transmitted  to  Congress  at 
sundry  times.  Many  of  these  statements  are  published  in  the  reports 
of  the  Secretaries,  from  1834  to  the  date  of  the  passage  of  the  Sub- 
Treasury  Act  of  August  6,  1846. 

The  following  statement,  derived  from  the  report  of  Secretary  Wood- 
bury for  September  21,  1836,  exhibits  the  condition  of  thirty-six  of  these 
banks  on  June  1,  and  of  eighty-nine  on  November  1,  1836  :  * 

KKSOURCaCS.  ^.  j^,^  gg  j,^„^ 

Loans  and  discoimts $108,198,037.74  $108,1178,890.84 

Stocks ^184,908.46 

Bealostate 1.803,348.87  >,061,4M.as 

Due  from  other  banks 17,887,880.49  »,aa8,a8B.70 

Notes  of  other  bonks 10.9eS,T90.«3  18.412,824.57 

Specie 10,450,415.18  lfi,SS0,aae.4S 

Other  reaourooe 12,663,618.63  18,088,583.88 

Totals. $168,266,008.68  $248,842,980.21 

*  Finance  Beport,  18i0-'36,  p.  768. 
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LlABITJTTBB, 

UplUI |4^418,0aa.8B  $77,878,448.87 

IVoOUonband. «k«9MK.U  U.048,«(».M 

ilMil-' a7JWT4S8.40  41.488,887.88 

PuM                      41.(SS,il6gi.8a  46.877,986.30 

rnb<  > X^fM,8ri.i»  86,578.479.66 

Duo  to  bonlw.. 17,110.822. 80  24,083,181.88 

OtbrrlMbiJitloi 6.763.654. 30  1S.7OO.27B.S0 

Totals $1634955,068.68  $943,848,890.81 

Tlie  following  tAble-o  exhibit  the  aggregat«  of  the  principal  items  of 
tiie  finnk  of  the  United  States  and  of  the  State  banks,  ho  far  as  can  be 
uned,  for  variuuD  yean,  from  1811  to  1840  : 

Bank  of  United  States. 


Ca-pUta. 


$10,000,000 


U5.(ji/ii.(j(iy 
35.nnn,(«) 
3r>,(iOu,iioo 
ie.uoo.ii(in 

86.000.000 

a6,ain.»oo 
3s,iinii.oou 
a6,(ui.aoo 

36.000,000 


Loam. 


$31,401,158 

4O,iK«.H06 
M,illl,Wl 
.'>1.8(»l.7W 
50,2:12.445 
6",30H.7W 
4'iJfiH..'i71 

4i.nian:ff 

36.8a0.5U» 


DepotiU.      dreulaUon.      Speete. 


tiB.IMI8,7B4 
16.045.788 
10,K».565 
ll,7nH.«tt 
5.(1111.456 

)J.a:ti.40» 

2.01fl.7l8 
H.77H.!flM 
8,338,581 


$5,400,000        $&,600,000 


3,6t«.4«ll 

12,984,145 

I9.8Utl,37U 

17.iB9.7B7 

£i.075.4ffi 

U,44T,Mt» 

6.7lW,0«7 

5,9te,«81 

6,006,861 


3,302,756 
7,G08.ir76 
10.(13»,237 
15,70H.30tt 
8.4J7,flHH 
2.6%.  449 
3.T70,t<4« 
4.153,007 
1.460,074 


State  Banks. 


OajMaU 

Loan$. 

DejxMtU. 

CHreuUUUm. 

apeelt. 

m 

$98,001,601 
88,8G»Ji90 
n.8£i,42! 

I'lr    1  Ttl  .U  I 

858.0 

-li 
'.1 
'•» 

li 

.3 

$88,100,000 

45,500,^X1 

68,UUU.U00 

44,863.344 

61 .383.808 

W.»«»..i70 

103.808.496 

140311.088 

140.185.880 

U8.138.U10 

186.170.9815 

10l],U«8.5T2 

$15,400,000 

^EEE^ 

IBs^esbiiTo 

B6,SS8.9S8 
751,880.086 
88.061.865 
115.104.440 
Uf7,3»7,l85 
84.«01.1»4 
00.8(0.146 
76.606.857 

17.OIXI.OIO 
I0.(WI.(X» 
10.880.240 
28,114,017 

iiii 

«.KJ7;628 
40.010.694 
87,015.840 
35.184.118 
4,'i.l38.arj 
88,106.155 

r 

The  table  shown  on  next  page  *  eitbibits  the  principal  items  con- 

ined  in  tlie  returns  of  the  Stat«  banks  of  the  country,  yearly,  from 

to  1863,  and  for  each  period  of  ten  years  from  1863  to  1893,  and 

or  the  period  of  five  years  from  1893  to  1898. 

An  examination  of  the  foregoing  Htatistics  indicates  that  during  the 

riwl  from  1790  to  1811,  when  the  first  Uank  of  the  United  States  was 

ion,  the  growth  of  State  banks  was  very  alow,  there  being  but 

:iit»of  audi  inatitutiuns  in  operation  in  the  latter  year.     Im- 

>lt  iBnecemtry  toBtato  thnt  the  returns  mode  to  the  Comptroller  of  tho  Currency 
r  State  tianks  arc  purely  voliintiiry,  ami  therefore  the  statistics  compllc-d  from  8ueh 
Ftumaatv  very  lni-.<.«fuplL'te.  TUcy  rvpi-estmt,  however,  the  best  InfonuBtiou  uvaila- 
I  tv^mrii  to  llie  State  iMuklug  Iiiatitutious. 
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mediately  upon  the  expiration  of  the  charter  of  the  Federal  bank,  is 
1811,  an  enormoos  crop  of  State  bank.«icame  intoexistenoe,  and  in  1818 
there  were  two  hundred  and  eight  of  them. 

<8tate  Bantu,  18S4-1898. 


Tbab. 


W84 ...., 

s» 

1».„. 

m 

18H ,,„ 

na 

ima 

788 

18» 

OB 

VM 

840 

mo. 

m 

IMI.,,,,. 
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IStt , 

a» 

IM 

en 

Utt 

AM 

IMA 

m 

IflW 

Wl 

UtT.. 

m 

i8*a 

751 

IMS  

Tie 

itao , 

ffi4 

wi 

sm 

UB 

790 

i(m 

ijstg 

18SS 

1.307 

18S0 

1.386 

1857 

1.416 

law 

i.ts 

WW 

1.47« 

im> 

i.5ie 

IHBI 

1,01)1 

IMB 

1.(98 

I«B 

l.tw 

i>o 

!i«3 

TM 

lt« 

:i..iT» 

IWH 

».««.> 

bonta. 


OapOal. 
iHii.TnitaaL 

S17,48(i,Tn 

3n,i»3u 
asii.4iM» 
siMoam 

an^iTiiTBT 

i9e>«ei,30» 

aB,07D,<B£ 

9M,j!en,i7s 
sa;,»»,mi 
aT,3ir.an 
afT,)«ii;,ji53 

3oi.3ro.o;i 

Xe,177.288 
3i3.874jrn! 
37ll,t9|.6H8 

3iH.eas.79e 

41M:».74I 
('n.riuv,'-:!!) 

43,7»I).«M 
11K>..-H».0ll) 
:!.'iO.Hll(MM) 

£»,r>.<c,'.e3 


ZiMIM. 


t3S4.ne.4BB 
WB.iaa.es4 
l«7,yn.a80 

lBMl{k.7DI 

4M.m.7n 
49ej7B.aifi 

4e,8M.SS3 

»a,4S7,a«s 
as3.»T,saB 

IH.544,B9T 

aBi.saa.Bi4 

2B9.flJI.m 
B1S.lli.4ai 

siaje.ft«fi 

344,4T)l,5ffi 

33!3£).lie 

aDiJ»l,(VT8 

iia.TSd.'mi 

J»T.39r,T» 
rt76,144.758 
634.1S>.8)« 
6iM,4M,IW7 
583.105.343 
857.1«.7» 
tWI.M.'i.nHU 
O0n.77M.421 
(Mfl.Urr.TWl 
ADt.Ottl.He:} 
ll».:iii<i.<iin 
ICMUMM) 
75".ri0i).l«>l 
>'i:i.74ii.i«<i 


fncKtrlifuol 
(fepnriti. 


Ofrailo- 
tton. 


im,8S6,geB 

A^OBUBB 
U&,l(M,140 

«t.«n.ie4 
tn£iQ;iie 
TMmm 

S4,GS0,teS 

88,aea,6M 
w.»ia,im> 

«i,int.ae3 

10B.58a.US 

L9i,es;,7i2 

145.isa8,»7« 

1^188.744 
190,400,348 
212.706.088  I 
^3a,aM.3S8 

i8S,g3:.iH» 

3.'W.Sll8.278 

»->3,t«e.i3» 
3S7.a9>.rifl8 

iSM.3S.4(M 
y93.(Ml.±» 
110.MII).«IU 

:ri.'i,(aN).i*ii 
7in.<t  m.oiiO 
(•I3.:».'>.4iu 


tB<iaB.8n) 
I4a»i.a>8 
tUi.ua.iUJ 

UBJ7<Ua8 
S3,7M.011 


Tfi.li7MS 
a«.808,7U 

ioMGf.4rr 
i(iMi«i.7aB 
i3a,K«.flBi 

U4743,U& 

131.388.588 

i».iaa.»t 

148,078.780 
i4«,a8ii.sor 

18B.9S8jeiS 
195,747,980 

2i4,mj,8a 

156,208,344 
198.308.H18 
3injJ(E,4n 
208.005.787 
1H8.792.0™ 
838.(n7.21« 

aoo.(«o 
an>.ooo 


«T.ilMII 
»J»U1> 
4&.UM» 


aijnwH 


ajBvum 
niauH 
4a,a8i,Tn 
4&,oajM 

45J»,3IE 

4a.a7LOiB 

17,  MM 
W.41{UB 
83,9«4.M8 

aa^4.ffB 

88,4«.8aR 
74.41X8X! 
104,^97,818 

n,«7i,fl07 
108.148,35 

loi;!S7,ai 
3,aaii.oo» 

17,4IUlUM 
l)R.UaD.UI> 
«ai.5l(IL«8 
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test  between  the  first  Bank  of  the  United  States  and  the 
bank  party,  which  resuUed  In  the  overthrow  of  the  former,  has 
coniiidered  in  aiiotlier  cliapter,  and  notwitliiitandingtbe  establish- 
ment of  Uu!  Becoud  Bank  of  the  United  States  in  1816,  State  banks  had 
b$«uioe  pennanently  flxed.  The  detailed  histories  of  banking  in  the 
twveral  States  will  show  t«  what  excesses  the  State  bank  party  carried 
their  idea^ 

Kkhoxkocs  Idkas  in  Rkhakd  to  Baxk  Notes. 

The  creation  of  wealth  by  meantt  of  banknotes  was  the  great  heresy 
of  thr-  period  between  the  years  1811  and  1861,  as  the  creation  of  wealth 
t>y  (loremuient  isaues  and  flat  has  been  the  chief  flnanoial  heresy  since 
■ttiit  dttte- 

y  State  banks  of  the  Eastern  States  were  organized  and 
morally  on  wiund  business  principles.     There  was  real  wealth 
iuid  &  thriving  commerce  which  rendered  them  a  necessity.     Having 

'luBtliing  of  a  monopoly,  their  profits  were  large.  Bnt  their  success 
»M  warped  into  the  service  of  those  whose  Ideas  were  less  sound,  and 
'»iU((!ited  as  proof  that  all  that  was  necessary  under  the  primitive  con- 
ditions existing  In  the  newer  settled  States  was  a  liberal  issue  of  bank 
paper.  In  the  lack  of  individual  moneyed  capital,  banks  were  started 
Iwedon  capital  created  by  the  State,  by  the  issue  of  bonds,  or  upon 
luid,  which  was  abundant  and  cheap.  To  start  a  bank  and  issue  notes, 
*itli  little  or  no  regard  for  their  redemption  in  cash,  was  so  easy 

way  of  acquiring  the  property  of  others  that  even  honest  men  be- 
♦ante  jh&rpers,  and  dishonest^  men  invented  every  conceivable  method 

kBiislcaiiing  the  pubUc  with  banking  devices.  The  legislatures 
ftt  to  control  this  tendency,  but  were  frequently  led  by  crude  ideas 
me  matters  worse.  Even  the  protective  laws  they  did  enact  were 
l^  to  enforce.  The  idea  tfiat  credit  money,  instead  of  being  an  instru- 
ment of  wealth  was  in  very  truth  wealth  itself,  had  taken  a  strong  hold 
•>(  the  minds  of  the  pubUc,  and  legislators  could  not  get  over  the  notion 
tl»t  hy  charterhig  banks,  with  capital  created  by  the  State,  or  permit- 
t>i)K  iiidividaals  to  start  banks  on  capitAl  which  wa.s  only  capital  by 
Courtesy,  they  were  increasing  the  wealth  of  the  pubhc  by  the  exact 
""oiint  of  the  bank  notes  issued.  The  inevitable  results  followed, 
•"li  the  disasters  of  successive  financial  crises  gradually  taught  the 
^''i)i<;  wtmething  of  the  dangers  of  uncontrolle<l  banking  issues.  The 
>liler  States,  having  had  much  experience  in  their  colonial  existence, 
•eretbe  first  to  learn  how  to  control  the  management  of  banking  oapi- 
»'■  Among  so  many  States  and  Territories  there  were  always  some 
"licre  the  laws  were  loose  and  ineffective,  and  there  was  room  in  those 
^  the  hank  expert  to  exercise  his  dangerous  knowledge  of  the  credulity 
^  the  public,  and  its  desire  of  apparent  gain. 
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How  Baxks  Wkrk  Oroaxikkd  ra  thk  Variol'9  Stat^. 

The  State  banks  of  the  period  from  1811  to  1861  vrere  either  i 
tiomi  csonipoaed  of  private  sttockholders,  who  furnished  all  the  capital, 
workiiiir  under  certain  regulations  laid  down  in  Hpecinl  charters,  or  in 
general  bunking  la  wis,  or  they  were  eiitiri-ly  capitalized  and  managed  by 
the  State,  or  they  were  constitutefl  partly  with  Stat*  and  portly  witb^ 
private  capital,  the  luanagenient  being  similarly  divided. 

Which  one  of  theiw  systems  was  the  best  haw  been  left  very  much  in  | 
doubt.     Ill  tMHiie  Statet^  the  purely  State  manageraeDt  of  a  Stat«*  boukj 
reHulted  most  diaastroiuly,  an  m  Kentucky,  Illinois,  Tennessee,  Florida,  I 
Miasiaaippi  and  Alabama,  while  the  State  banks  of  Ohio  and  ludlauaj 
were  well  managed  and  solvent  institutions.     In  Kentucky,  lllinuiMaodl 
Toonenee  there  was  more  than  one  bank  managed  by  the  Stnte  in  nuc- 
OfiMfon,   and  the  success  of  thetie  banks  varied   in  the  wuue  State. 
Neither  did  private  State  banks  with  speoJal  privileges  do  much  tietter. 
The  laws  and  regulations  governing  the  institutions  did  not  aeem  toj 
Itave  much  to  do  with  their  successor  failure.     If  a  (tank  waa  ra*Uf( 
needed,  to  carry  on  a  legitimate  trade  and  commerce,  it  wa«  wo8t  g«o- 
erally  a  succew,  but  if  started  under  never  so  good  au8pice«,  where  not  J 
needed,  it  generally  ended  disastrousiy.     TIiuh  h  banking  system 
ceeded  well  in  Louisiana  under  almost  identical  laws  with  tboce  ofl 
banking  syatemB  in  Alabama,  MiaaisdippI  and  Florida,  which  were  moat  I 
ri<liculouH  failureti.     The  banking  laws  of  Michigan  were  very  iiiinilar| 
t<i  those  of  New  York,  but  the  banks  in  the  latter  State  were  j 
■un<^*H!«ful  while  those  of  Michigan  t>ecame  a  by-word  and  a  hiwlag. 
These  discrepiuicies  were  souiewhat  due  to  the  dilTcreuce  in  the  to- 
forc«ment  i>f  the  several  laws,  but  not  altogether  ;  becautfe  a«  lung  ao 
b«ink.<»  wore  allowed  to  be  started  where  tliere  was  no  legitimate  buid- 
newi  for  them,  no  iiower  on  earth  could  force  them  to  do  a  le^tiuiate 
hnsininw  liowever  wisely  that  buainesn  vian  defined  in  the  law. 

When  the  Civil  War  broke  out  in  18G1,  onler  waa  beiirinningtoi 
out  of  (he  gi'neral  coDfusion  in  regard  to  banking  which  had 
in  uiiuiy  of  the  States.    Tbo  advantages  of  a  general  bankin|{  law  m\ 
opposed  to  special  charters  were  ahnoet  universally  ocknowied^edL  The 
uect<MKity  of  some  special  security  for  and  sapervision  of  tbe  Imim  of  < 
currency  was  beginning  to  be  seen.  1 

Of  courve  ft  is  a  question  whether  the  devcloprarnt  of  State  bank- 
ing currency  In  the  right  direction  would  liave  benefltetl  the  oountr^as 
much  a*  the  National  banking  system  with  it.*'  currvuoy  Iwn  door. 
Speculation  in  this  line,  however,  may  not  >>(<  tui|>rotit<ible.  If  inatead 
of  Issuing  legnl-tt-nder  notes,  and  afterwardn  sweeping  Stole  bonk  nitr- 
reooy  out  nf  exislMin*  by  a  prohibitive  <ai  to  make  w.  '  now  rhaij 
of  hookA,  Uniteil  States  bonds  hud  iH'eii  (M'nnitti'd  b>  (18talas| 

Oovemment  and  by  all  the  Slater  to  Ix'  (he  l>ti><i«  of  i  .ej  : 

by  tba  State  banks,  it  b  posHible  Uiut  a  better  pen  <-u< 
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I  would  have  been  obtained,  and  that  the  greenback  and  silver  dollar 
bereiies  wuuld  never  have  arisen  to  pla^e  the  people. 

LossBB  BT  State  Baxk  Failurks. 

The  lotees  to  the  pablic  under  the  varioui«  State  systems  of  banking: 
•fiv  uiiduabtedl.v  Ijirge,  a«  inav  be  gathere<i  from  the  detailed  history 
the  seferaJ  States.  Exactly  how  large  will  never  be  known,  because 
wrecordBof  tlie  p«Tiod.  in  this  respect,  are  surprisingly  incomplete. 
The  information  for  the  period  from  178'j  to  ISlU  can  only  be  obtained 
from  rhe  following  sources:  "  Blodgett's  Koonoiiiiea,"  "  EUiott's  Fund- 
ing SyMteni,"  "Thompson's  Bank  Note  Re[K)rter  and  Counterfeit 
Detector." '■  Hunt's  Merchants' Magazine "  and  the  "Bankers'  Maga- 
tiDe,"  "  Niles'  Register,"  "Considerations  on  the  Currency  and  Bank- 
bg  System  of  the  United  Statee,"  by  Albert  Gallatin,  reports  made  by 
41ie  Secretary  of  the  Treasury  to  Congress  since  1832,  and  the  reports 
of  tlie  Comptroller  of  the  Currency.  From  all  the.se  .sources  nothing 
Juore  tlian  a  pjirtifd  estimate  can  be  made,  but  it  is  probable  that  the 
Vm  to  note  holders  was  about  five  per  cent,  per  annum,  and  the  losses 
to  ilvpositors  and  stockholders  cannot  be  definitely  ascertained.  Proba- 
bly, however,  the  loss  to  note  holders  was  the  principal  loss,  as  the  free 
Isnie  of  bank  notes  under  the  laws  of  most  of  the  States  permitted  the 
pajiutjtit  of  depo.sits  in  these  notes  whenever  called  for.  The  runs  on 
tlif  ImuiIss  were  not  nmdc  by  the  depositors,  but  by  note  holders.  The 
turn  to  Bt4x:klioIden;  wfis,  no  doubt,  less  than  might  appear  if  we  com- 
Iwtre  bjinks  of  the  jieriod  before  ISM  with  those  now  in  existence.  Cap- 
ital then  was  apt  to  be  only  partially  paid  up.  In  the  worst  class  of 
Wiks  where  the  greater  part  of  the  losses  occurred,  it  probably  con- 
•'s'ttil  of  stockholders'  notes  of  Uttle  or  no  value.  The  losses  experi- 
cnwid  by  depositors  in  State  banks  Ijecoming  insolvent  at  the  present 
M«  OHi  no  criterion  by  which  to  judge  of  the  losses  by  failures  of 
banks  under  the  old  regime.  A  depositor  before  1864  could  gen- 
get  notes  of  his  bank  for  his  check  if  nothing  else,  and  these 
*  ixmld  use  unless  there  was  a  run  on  his  bank.  Even  then  be  could 
irn  at  a  discount, 
out  seeking  to  minimize  the  losses  under  the  State  banking 
n*  of  the  past,  it  is  undoubt.-xlly  the  case  that  as  great  a  stress 
Ueo  laid  upon  them  as  they  will  bear. 

circalating  notes  of  the  State  banks  were  subject  to  violent 
aoD  in  times  of  confidence,  and  as  sudden  a  contraction  when 
'Wnut  occurred.  This  was  due  to  the  lack  of  a  uniform  control  upon 
^f^.  The  cost  of  exchange  was  also  immensely  increased  by  the 
^^k  uf  imifonnity  in  the  credit  of  the  banks  In  the  several  States  at 
■'*  commercial  centers. 

To  iinni  up  the  State  banking  systems  as  they  existed  before  the 
"IJWiizAtion  of  the  National  banking  system,  it  will  be  well  to  quote 
''*  Ungnage  of  Mr.    Woodbury,   Secretary  of  the  Treasury,   in  his 
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report  for  16M,  M  to  what  was  lacking  to  make  them  safe  and  i 
.vioeable : 

"  If  all  the  State*  woabl  nnlto  in  adding  a  few  jodiciouB  liiQit«(loti«  rnt ' 
amouDi  nt  diaoounta  aa  oomparvd  with  capital  and  deposits,  and  on  tbf  &aie  kind  n(l 
w<'urlij'  ii>  Ih3  tttksii  for  Ihem,  with  the  reqolrtunent  of  frequent  pabUulij  of  »br»r 
coriillilon  Indftall,  and  of  riirid  accuuntuhilliy  to  perinlioal  ezamlnatlotw  Xiy  1r«ii>- 
lallve  authority,  the  time  in  not  difltant  when  onr  currency  wonid  txjcome  stable ;  In- 
dix-*!  It  ikit«rvus  conflidoration  whethiT  under  such  c1rcumataii«x-s  tl>p  wholt*  mimup- 
oll(M  of  banlciUK  might  not  with  public  adrantatci''  \»  entirely  al>i>liKhcd  aiul  the  bank- 
\xut  privilege  under  the  atwve  restrii-tions,  securities,  llmltatiotu  oiid  rrqulrrtntTils 
liunlcularly  If  thf  personal  liability  of  the  stockholder  be  oddod,  nilgbt  not ; 
thriiwn  ii|K-n  lo  all." 

Statks  A8  Holdkrs  of  Baitk  Stocks. 

Mauy  of  the  States,  chiefly  Southern  and  Western,  authunz<*u  I 
iDg  oorporutluntt  with  the  State  as  part  or  sole  stockholder,  aad 
lar  to  the  organizationti  in  the  States  to  which  reference  has  already 
been  made.     lu  nearly  all  of  the  States,  bank«  specially  obaitcrsd 
were  the  favorite  organizations.     The  atuount  of  currency  iMued  wa» 
frequently  twice,  and  in  many  instances  three  times,  the  amonnt  of  the 
nominal  capital  of  such  banks.     These  charters  were  thus  %'fry  valtia- 
bin,  nihI  the  Htate  I.«gislHture8  were  basiled  by  applicants  for  sucli  | 
Np«H'ia]  privileges,     iiovemor  8uyder,  of  Pennsylvania,  in  181S,  vetotMll 
tt  hill  grunting  charters  to  twenty-five  bank.s  with  an  agt^vgntt*  capital  | 
of  nine  laillions.     In  the  en.suing  year  a  bill  was  passed,  by  a  two-thirds  | 
vote  over  the  second  veto  of  the  Governor,  autborixing  forty  one  bauikss 
with  an  aggregate  capital  of  seventeen  millions,  of  which  only  one  fifth  j 
part  was  ri«<juired  lo  Ik«  paid  in.     Of  this  nuiulK<r  thirty-seven  went  into 
uiK*ratii)ii.     Many  of  these  institutions  had  but  a  nutuitial  capital,  ruo- 
Mistiiig  (ihiclly  of  notes  given  by  the  stockholders  for  tin*  amount  wtj 
tltcir  shareu.     Huch  lianks  had  UXOally  but  an  ephemeral  exli(t4.t3ce.  and  | 
flft4<«n  of  the  number  which  were  organized  in  Pennsylvania   failed 
within  four  yean  of  the  date  of  their  organizations.     In  other  nues 
cbartart  of  banks  aatborized  by  the  New  England  and  Soathem  Slates 
were  disposed  of  to  non-residents,  who  organized  banks  of  circulatiou 
with  little  or  no  capital,  and  the  oitlzens  of  otherreiaote  States  niffend 
great  I<jm«  from  the  worthlessness  of  sach  bank  issues.     As  lale  as  lifiM 
the  circulation  of  one  of  tlie  principal  Western  States  oonsist«d  rhlefiy 
of  notes  biMiied  by  two  hanks  in  (teorgia,  which  circulated  apno  tbeJ 
personal  credit  of  two  or  thnn^  of  thoir  non-resident  stockltoldon^  aodi 
without  any  rt'ference  to  the  chanioter  and  luanagBtnent  of  ttu*  banks] 
which  U«iuim1  them. 

Mr.  (Gallatin,  referring  in  18:11  to  the  conditiua  of  the  banks  at  ao  { 
early  dity.  says: 

"Tlte  dlMM>luilon  of  the  Bank  of  the  L'niiwl  Sutc*  d^prtred  UMiooiiatrjr  of  a  foe-  j 
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(rf  Um  (OaKlution  of  the  Bank  ot  tLe  United  States,  and,  as  is  asnal  under  suoh  cir- 
WtMUtmet,  the  csiMHitatlon  i>f  ;n%at  profit*  ^va birth  to  a  much  greater  numtier 
llaa  woe  want t<<l.  i->otn  Jaouar}- 1,  1811,  to  January  I.  1815.  not  lef<s  than  one  hun- 
dml  «n(!  nrenty  new  banlcs  wer«>  chartered  and  went  into  operation,  with  a  rapital 
"f»b(nit  forty,  and  molctng  an  addition  of  near  thirty  millions  to  the  banltimj  capi- 
tal of  the  «mn  try." 

He  estimat«s  the  notes  in  circulation  in  1811,  including  the  notes  of 

I  the  Bank  of  the  United  States,  at  $2S.100,t)00;  in  1815,  before  the  bus- 

penaion  of  specie  paynientti,  at  i?^15,5()0,00():  and  in  1816,  at  ^S.OOO.OCHI; 

theincreuee  iu  the  circulation  during  the  first  flfteen  months  after  the 

tuspension  of  specie  pn,ytijent«  being  about  fifty  per  cent.     In  1820  this 

^AUiOunl  hud  been  reduced  to  $44,863,000.     He  further  says: 

*'6o  grr^l  a  rdlnciion  In  the  issues  of  the  b&nlis  could  not  have  lieen  eire>ct<«| 
rlthoat  a  eorrfsiioutlinii:  diminution  of  their  discounts.    Debts  contracted  durinif  the 
jipf-n^lon  ".'f  specie  payments,  and  while  the  currency  of  the  countrj'  was  depreei- 
'  pa\'ntiieat  pur.    The  distress,  therefore,  that  UK>k  place  at  that  tinif 
riy  iriuTd  to  I  he  eu'esslvc  nuinlHTof  State  baulu  incorp(>rate>d  8Ul>Be- 
riothc  dissolution  of  the  flrsl  Bunk  of  the  United  States  and  to  their  iniprovl- 
l£snt«     The  nnmeritus  failures  which  had  preceded  the  year  1819,  or  have  since 
I  place,  have  also  bi-en  principally  due  to  the  same  causes.    We  have  an  account 
rhundml  and  sixty-live  banks  that  failed  between  January  1,  1811,  and  July  I, 
hr  capital  of  one  hundretl  and  twenty-nine  of  these  amounted  to  more  than 
\,iM.i,  slated  as  having  been  i>aid  in.    The  whole  amount  may  be  estimated  at 
liiny  millions,  and  our  list  may  not  be  complete.    The  capital  of  the  State 
bCDto  now  existing  amounts  to  about  llOmillions.    On  a  total  rapilal  of  140  millions, 
Inns  have  amountc<l  to  thirty  millions,  or  more  than  one-fifth  of  the  whole. 
act oal  loss  Incurred  we  can  give  no  account.    There  are  instances  in  which 
.  ■  by  i>aying  for  their  shares  in  their  own  notes,  and  afterwanl  r»- 

■•■H  with  the  stuck  in  their  luime.  8uff(>rod  no  loss ;  and  this  fell  ex- 
iiy  on  UK  uolders  of  bank  notes  and  depositors."  * 

As  evly  as  1K31  it  was  proposed  to  tax  out  of  existence  the  issues  of 
ite  hanks.     On  this  point  Mr.  Gallatin  saystf 

•  Conirresw  has  the  power  to  lay  stamp  duties  on  notes,  on  bank  notes  and  on  any 
nriptl<»n  of  bank  notes.    That  power  has  already  been  exercised ;  and  the  duties 
Im'  laid  to  such  an  amount,  and  iu  such  a  manner  as  may  be  nei'essary  to  effect 
object  IntcndoJ.    This  object  is  not  merely  to  provide  generally  for  the  general 
elfarr.  but  to  carry  Into  effect  in  conformity  with  the  last  paragraph  of  the  eighth 
cllim  of  the  ttrst  article,  those  several  and  express  prfjvisious  of  the  Constitution 
I  TtM  In  Contrrcia  exclusively  the  control  over  the  monetary  system  of  the  Uni- 
ts, ani.1  more  particularly  those  which  Imply  the  necessity  of  a  unifonn  cur- 
•     Congress  may.  If  li  deems  it  proper,  lay  a  stamp  duty  on  sinuU 
)  which  will  pat  an  end  to  their  clreulation.     It  may  lay  such  a  duty  on  all  liank 
^otre  as  would  ronverl  all  tl)e  banks  into  banks  of  dis<x>unt  and  dcptostt  only,  auni- 
hUale  the  pnr«T  mirrency,  and  r»-nder  a  Hank  of  the  Unite<i  States  unnecessary  In 
tre  to  that  oltjr-ct.    Kut  if  this  last  raeasore  should  l>e  dceme«l  pemiciouH  or 
npf»cti"'8blc.  Congress  must  resort  to  other  and  milder  means  to  regulate  the 
tihe  country  "{ 

erattoua  on  the  Currency  and  Banking  System  of  the  tTntted  States," 
t».  tlbid.,  p.  75. 

$  Justice  Btory,  In  hit  diaaantlng  opinion  in  the  caaeof  Briacoe  and  uthcn  va.  The 
ink  of  th€  ComnummealUi  (if  Sentucku  (XI  Peters,  340),  says  :  "  The  States  may  ere- 
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Thb  New  York  Frbb  BAiTKnre  Law. 

After  the  New  York  free-banking  law  bad  been  perfected  bj  variona^K- 
amendments,  and  subsequent  to  1850,  a  number  of  the  States,  among 
wbich  were  Massachusetts,  Vermont,  Connecticut,  New  Jersey,  Ohio, 
Indiana,  Illinois,  Wisconsin,  Tennessee,  Virginia  and  Louisiana,  adopted 
the  system  which  had  proved  so  satisfactory  in  New  YoiiL  The  Massa- 
chusetts and  Louisiana  acts,  in  addition  to  the  many  excellent  features 
of  the  New  York  act,  required  an  ample  reserve  to  be  kept  on  hand,  and 
also  contained  other  restrictions,  which  were  subsequently  embodied 
in  the  National  Bank  Act.  In  nearly  all  the  States  which  adopted  the 
free-banking  system,  charters  for  banks  were  still  granted  which  author- 
ized the  issue  of  circulating  notes  without  security  and  in  excess  of 
capital  These  were  more  profitable,  and  therefore  in  most  of  the  States 
but  few  banks  were  organized  under  general  laws.  In  other  States  the 
best  features  of  the  New  York  law  were  omitted.  The  shareholders  were 
not  made  personally  h'able  ;  the  security  required  Vas  not  sufficient; 
the  notes  were  issued  in  proportion  to  the  stock  and  bonds  deposited, 
and  not  in  proportion  to  the  cash  capital  ;  no  provision  was  made  for 
the  prompt  redemption  of  the  notes  at  any  commercial  center,  and  a 
majority  of  the  directors  and  shareholders  were  frequently  non-resi- 
dents. Many  of  the  organizations  were  not  banks,  in  any  true  sense 
of  the  word,  but  were  associations  .without  capital,  located  at  places 
not  easily  accessible,  and  owned  by  non-residents  who  availed  them- 
selves of  ill-considered  legislation  to  convert  their  bonds  into  currency 
at  rates  higher  than  the  market  value — drawing  the  interest  on  their 
bonds,  but  transacting  little  or  no  business  at  the  place  of  issue.  When 
the  bonds  depreciated  in  value,  and  any  considerable  amount  of  notes 
were  presented  at  their  counters  for  redemption,  the  banks  failed,  the 
securities  were  sold  by  the  authority  of  the  States,  and  the  avails  were 
distributed  among  the  note  holders. 

The  Governor  of  Indiana,  referring  to  such  banks,  says  in  his  message 
for  1853  : 

"  The  speculator  comes  to  Indianapolis  with  a  bundle  of  bank  notes  in  one  hand 
and  the  stoclc  in  the  other ;  in  twenty-four  hours  he  is  on  the  way  to  some  distant 
point  of  the  Union  to  circulate  what  be  denominates  a  legal  currency  authorized  by 
the  Legislature  of  Indiana.  lie  has  nominally  located  his  bank  in  some  remote  i>art 
of  the  State,  difficult  of  access,  where  he  knows  no  banking  facilities  are  required, 
and  intends  that  his  notes  shall  go  into  the  bands  of  persons  who  wUl  have  no  means 
of  demanding  their  re<lemption." 

The  Governor  of  Michigan,  in  his  message  for  the  same  year,  says  * 

"  At  present  we  are  giving  charters  to  the  issuer  of  banks  about  which  we  actu- 
ally know  nothing,  in  whose  management  we  have  no  participation,  and  are  thus 

ate  banks,  as  well  as  other  corporations,  upon  private  capital,  and  may  rigbtfoUr  au- 
thorize them  to  issue  bank  bills  or  notes  as  currency,  subject  always  to  the  control  of 
Congress,  whose  powers  extend  to  the  entire  regulation  of  the  curreaoy  of  the 
country." 
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^lllcmlly  pftxlne  a  larger  tribute  for  yriitii  (rfneratly  In  the  end  proves  to  be  a  great 

Cfovemor  Ford,  in  a  tiiessoKc  to  tlio  Legislature  of  New  Jersey,  sayH : 

"  lij  iimm  rri.s<-«  our  l>ankr,  altbniigli  oslensitily  located  in  New  .FerHfy,  havf  Iboir 
I  chilli  ' thUous  eoiiiJni'leil  by  brokers  III  olIiiT  State*.     Tlie  fHeilily  Willi 

IvUoti  i;   ,  ■  orgunlteJ  and  located,  without  reference  tci  the  wants  of  the  com- 

fort&e  buAlneae  of  the  place,  is  destructive  to  bU  tbele^timatcendfiof  bankitig.*' 

|ew  York  "Journal  of  Commerce,"  in  June,  1853,  referrinf^f 
Be  subject,  says: 

"  The  operators  In  thfrae  scheme*  have  turned  to  the  Went,  and,  under  the  free- 
klDK  lawx  of  Iiitliuna.  Illinois,  and  Wisconirin,  are  prepart^d  to  flood  the  channelH 
f  iinuUtkxn  with  their  nolea.  It  is  not  WoNtirn  capital  that  H  setttcintt  prodtable 
nploynient,  nor  U  it  Etistern  i«pltal  invcated  Ht  the  We«t.  Not  a  dollar  of  the  new 
Btitncj'  will  be  issued  where  it  is  likely  to  be  presented  for  redemption." 

The  rates  of  excbxtnge  between  the  money  centers  and  points  in  the 
tb  and  West  were  necessarily  high  under  the  old  State  banking 
JteiLx.  Exchange  on  Now  York  city  in  1859  averaged  from  one  and 
Imlf  to  two  per  cent.,  and  in  1860  one  per  cent.  Thi»  waa  due  to 
Itie  diversity  in  the  credit  of  the  State  banks  and  the  lack  of  uniform- 
Itf  of  value  in  their  notes. 

Failcrks  or  THB  Eaklt  State  Banks. 

In  1782  the  first  State  bank  in  Massachusetts  was  authorized.  From  y 
1605  to  IMIO  tlie  bank  notes  in  the  State  were  depreciated  and  very 
Snetttble  in  value,  and  a  numl>er  of  the  banks  failed.  In  1814  nearly 
*ll  ot  tJie  btoiks  outside  of  New  England  were  cotiipelle<l  to  suspend 
•pwie  payments,  and  most  of  them  were  eitlver  closed  or  continued 
*ith  great  loss  to  their  creditors.  In  1820  the  Farmers'  Bank  of 
Btdcliertowii  fiuspeuded,  wifh  a  capital  of  |JI10(),0(X)  ;  the  Sutton  Bunk, 
^  ral  of  iJlOO.OOO,  and  tlio  Brighton  Biink  with  a  capital  of 

^  'lied.     In  18:i6  the  Nahant  Bank,   of  Lynn,  with  a  circula- 

liiiii  of  «W2,965,  failed.  From  18.37  to  1840  the  Chelsea,  the  Kilby, 
■iddlin^,  Intprest,  La  Fayette,  Franklin,  Commonwealth,  Middlesex, 
^  Cambridge,  American,  Commercial,  Fulton,  and  Hancock  banks 
Ikilfi 

It  i»  claimed  that  during  the  period  from  1837  to  1844,  thirty-two 
™ik«  su.speuded,  the  circulation  of  which  was  redeemed,  with  the  ex- 
•"Ptioijof  the  Roxbury  Bank. 

Proiu  1&44  to  1855  only  two  banks  failed  ;  in  1857  one  more  was 
^^iml.  bat  it  is  iinderst<jod  that  the  circulating  notes  of  these  three 
*«re  rtjdeemed  in  fall.  The  total  failures  in  Massachusetts  during  the 
*^ole  period  was  fifty-two. 

Tilt)  Hrst  State  bank  organized  in  Rhode  Island  was  in  1791.  In  1809 
'6  Paruiers'  Exchange  Bunk,  of  Gloucester,  failed,  with  a  circulatioit 
U<X1,  iu>d  assets  of  but  «86.46;  in  1829  the  Farmers  and  Me- 
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rhanies'  Bank,  of  Pawtacket,  failed.  No  Io«  wa»  «ostain«d 
of  its  oiimlating  notes.  In  18S2  the  Barrville  Bank  failed,  witlj  a  oir- 
eolation  of  $19,000,  vrbiob  was  finally  redeemed  without  interest.  The 
other  creditors  and  the  shareholders  received  nothing.  In  1836  the 
Scituate  Bank  failed,  but  redeemed  its  circulation  in  full,  and  there- 
after reopened.  In  1S43  the  Rhode  Island  Agricoltural  Bank  failed, 
and  a  part  of  its  circulatui^  notes  was  finally  redeemed.  In  1857  five 
banks  failed,  and  in  1858  three  others,  some  of  which  redeemed  thdr 
circulation  in  full  while  others  defaulted.  The  total  failed  b«nkt  ill 
Rhode  Island  was  thirteen. 

In  1792  the  tir^it  State  bank  was  organized  in  Connecticut.  In  16S8 
the  Eagle  Bank  failed,  with  a  circulation  of  tl,l$3.2S7,  and 
estimated  at  the  time  of  failure  to  be  worth  1300,000.  Tbe  re«alt 
a  laige  loss  to  note  holders.  The  Derby  Bank  alao  failed,  with  a  otroa- 
lation  of  $80,000,  entailing  almost  a  total  Iojw, 

In  1799  the  first  bank  was  organized  in  Maine  By  182S  tbe  CasttlM^ 
the  Hallowell  and  Augusta  banks,  with  a  total  circulation  of  #400,000, 
failed.  Before  this  time  the  Wiscasset,  the  Kennebec  and  tbe  Paan^ 
maquoddy  banks  had  also  failed.  A  lorRe  amount  of  the  oirculatioa  of 
these  banks  was  a  total  loss  to  vmW  holders.  From  1837  to  1839  tbe 
Globe  Bank,  the  Waahington  County  Bank,  the  Frankfort  Bank,  tbe 
Stillwater  Canal  Bank  and  the  Bank  of  Oldtown,  fiiiled,  with  bear/ 
loans  except  to  note  holders.  Eleven  other  banks  failed  prior  to  1854, 
of  which  it  Is  stated  the  circulation  wan  redeemed  in  full.  In  that  year 
the  Shipbuilders'  Bank  and  tbe  Canton  Bank  failed,  with  heavy  Iiissm 
to  the  holders  of  their  uotes.  In  1855  the  Mousam  Hirer  Bauk  and  the 
GroceiB'  Bank  failed.  Mo«t  of  tbe  circulation  of  tbeae  two  banks  mm 
redeemed  In  18S6  one  other  bank  failed,  and  in  1857  five  oltieni,  but 
their  otrculatioD  was  largely  redeemed.  The  total  failed  bonks  In  Maiaa 
doHog  this  period  was  thirty-eeTen. 

Tbe  Sanford  Bank,  which  Called  in  1861.  up  to  January  1,  186S,  I 
only  paid  a  vnall  anioant  of  its  circulation  :  the  Normubega  Bank,  \ 
Bangor,  bad  redeemed  its  circolation.  bat  no  tnfonnatkia  to  giTcn  aa 
to  otbct  Uabiiitiee:  tbe  Atlantic  Bank,  which  faltod  to  Febmary  1860, 
bad  ledeecned  it*  drcolation,  bat  no  other  infbnnatioo  is  given :  tbe 
Marlnen'  Bank.  o(  Wit>ca«eet.  had  redeemed  its  dreolation,  and 
remaining  some  real  estate,  the  proeeeds  of  whieb  eould  be  applied ' 
tbe  payment  of  other  creditors. 

The  first  State  bank  was  organized  in  New  Uampsbtre  lo  17W.  By 
1809  tbe  Cbeshire,  tbe  Hillsboro  and  tbe  Coos  banks  bad  failvd.  witb 
beavy  \amtm  tm  circulation.  Between  1838  and  1845  the  Omeord  Ilaok 
fUled.  whb  a  circulation  of  |H».UOU  and  depusiU  of  $7u,UUU:  thi>  Wolf 
boro  Bank,  with  '  ><mi  of  f^KOOO.  and  tbe  Laneaster  i  !h 

aelroolatioo  nf  f  i  :-<>  failed     But  a  nuiall  anoant  u.  u- 

bUlng  notes  and  no  oUi«t  claim*  were  paid  by  these  banks.     Daring 
tlita  period  ^it  utbrr  bonks  fniled.  M>we  of  wlilrtb  rodsened  xhtix 
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cutotioD  in  fall.     The  total  of  failures  in  New  Uampehire  daring  the 
jirriod  wa8  fourteen. 

lu  1862  the  bnuk  officials  of  New  Hampshire  reported  that  the 
W'atTP  Bank,  which  hud  suspended  at  Hampton  Faik,  with  a  capital 
of  |S0,0()0,  and  with  assets  amouniiug  to  $104,341,  from  which  it  liad 
Mllet'ted  about  $44,000,  had  nearly  redeemed  its  circulation.  The  Ex- 
tti-r  Bank,  which  failed  in  1860,  waa  reported  to  have  been  nearly 
liqrudaied. 

la  1806  the  first  bank  wa^  organized  in  the  State  of  Vertaont.  It 
x"  an  iu-xtitutioD  the  capital  of  which  waft  .supplied  by  the  State.  In 
1X12  it  failed,  causing  a  Ioks  of  over  82OO.000  to  the  State,  but  the  note 
hiililpD*  and  utUt»r  creditors  were  pjiid  Ln  fall  wlien  its  affairs  were  Hutilly 
.845.  In  1830  the  Essex  Bonk  failed,  with  a  circulation  of 
depoflits  of  |S3,79S.  But  a  small  portion  of  the  circulation 
m  the  assets  of  this  bank.  In  1862  the  Black  River  Sav- 
Bauk  hud  paid  final  dividends  amounting  to  65.82  per  cent,  on  its 
ubilitics.  while  the  affairs  of  the  Middlebury  Savings  Bauk  were  nearly 
wnd,  but  with  almost  a  total  loss  to  creditors. 

In  the  State  of  New  York  the  first  bank  chartered  was  in  1791.     In 

e years  before  1831  the  following  banks  had  failed:  In  1819,  Bank  of 

lagara,  capital  $400,000;    1820,  Bank  of  Hudson,  capital  |t300,000; 

Bank  of  Washington  and  Warren,  capital  J400,0<Xt;  Bauk   of 

burg,  capital  §30(3.000;  1827,  Aqueduct  Association,  capital  $90.- 

Bank  of  Columbia,  capital  $160. 000:  Middle  District  Bank, 

1500.000;  1830,  Franklin  Bunk,  capit^U  $500,000. 

The  failed  banks  whose  liabilities  were  secured  by  the  Safety-Fund 

stem  are  as  follows : 

Bank  of  Buflfalo,  capital  $200,000,  circulation  $111,234;  Coinmer- 
al  Bank  of  Buffalo,  capital  $11M1,000,  circulation  |174,782;  City  Bank 
Buflalo,  capital  $400,000,  circulation  $127,845;  the  Wayne  County 
nk.  capital  ifl00,000;  Commercial  Bank,  of  New  York,  capital  ¥500.- 
W;  Commercial  Bank,  of  Oswego,  capital  $250,000;  Watervliet  Bauk, 
pilal  $250,000;  Clinton  County  Bank,  capital  $200,000;  Lafayette 
lank,  capital  $500,000;  Bank  of  Lyons,  capital  $200,000;  Bank  of 
ewego,  capital  $150,000.  All  the  liabilities,  including  circulation  of 
Je  above  banks,  were  paid  in  full  from  the  safety-fund  deposit.  The 
tbiltties  of  the  banks  amounted  to  $^3, 000,000,  but  only  $138,277  was 
Mlized  frou>  their  ameta. 

Subsequent  failures  were:  The  Canal  Bank,  of  Albany,  witli  a  eap- 

ftl  of  $300,000,   circulation  $185,681;    Lewis  County   Bauk,   capital 

tXl.OuO.  circulation  $150,000,  with  no  other  liabilities:  Yates  County 

Ilk,  capitiil.  $100,000,  circulation  $148,958;  Bank  of  Orleans,  c^ipital, 

1)0. 0(M).  circulation  $200. 0(H).     The  C^anid  Bank  paid  no  creditors  ex- 

ipt  note  hoiders.     The  Yates  County  Bank  ai]d  the  Bank  of  (Jrleans 

the  largest  part  of  the  note  holders.    The  failure  of  the  Lewis 

looty  Bank  watt  complete. 

a 


msTOBT  OF  BAimmo. 


FAILCBBS  UimBR  THB  NEW  YORK  FRBB  BAHKOrO  STBTKM. 

Under  the  free  banking  system  inaugurated  in  1838,  there  were  flft 
seven  failures,  which  resulted  as  follows,  viz: 


If  AMI  or  Bank. 


OkrtMiatktn 
mOMemaing. 

Tenth  Ward  Bank SlUOB 

Bankof  Tonawanda. ia,tfS 

Millers'  Bank  of  Clyde..  «     **•** 


Farmers'  Bank  of  Seneca  County. 

City  Trust  and  Banking  Company. 
Chelsea  Bank. 


Allearany  County  Bank. 


Bank  of  America,  BuflFalo. . . 
Bank  of  Commerce,  Buffalo. 
Bankof  Lodi 


Bank  of  Clean 

Bank  of  Western  New  Tork. 
Bingham  ton  Bank 


U7,a80 
IT,IMS 

an 

6S,0B 

83«6 
SOiUl 

a,2N 

ugos 
8,9n 

68,019 
«,181 

sr,4U 
ia,7» 

00,96 
47,700 

«r,tto 

lfl,7IB 
40,475 
10,4BB 
4«,U0 
41,00 

IIJMO 

ion 

Bank  of  BrDckt>oirt X,000 


Cattaraugus  County  Bank. 


Brie  County  Bank 

Mechanics'  Bank,  Buffalo 

Merchants'  Sxchango  Bank.. 

Phtcnix  llank,  lluflalo 

Staten  Island  Bank 


St.  Lawrence  Bank 

Union  Bank.  Buffalo. 

Uhtted  Htat««  Bunk,  Buffalo 

WMhtnirloii  Ltikiik,  Buflolu 

N'r>w  Tork  Dsnklnv  (^omimji)' 

Rtato  Itank  (if  New  York.  Buffalo  . 

KitrniK-nt'  UHiik  of  Orleans. 

Clinton  D«nk    


Hamilton  tank 

Fartxi«!rB  sml  Drovers'  Bank.. 

Atlas  Bank,  Clymcr 


Walter  Joy's  Bank. 
James  Bank 


Bank  of  New  Rocbclle. . 


8,246 
6,ff71 
UB.8B8 
4M» 
80,700 
78.748 

i«,oao 

5.118 
81,000 
88,000 


Farmers'  Bank  of  Onnndaga 

Merchants  and  Mechanics'  Bank.  Oswego 

Eighth  A\-enu(.>  Bank 100,000 

Bankof  Carthage 58,848 

Empire  City  Bank,  New  Tork 110.484 
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Bank.  Buffalo |1T,23S  Par 

rBanlL,  Socketta  Harbor iS.WS  Par 

lUatMl  City  Bank m.aiS  Par 

pHunUton  Bxcban^  Bank 43,014  84 

[Ontario  County  Hunk tf,(M3  Par 

'  Pratt.  Bank  of  Buffalo 81.000  M 

niemiin^  County  Bank... fi8,lfl7  Par 

Pino  Plains  Bunk (»,g68  Par 

ilrymen's  Bank 01,470  Par 

cultural  Bank.  Herkimer 80,628  Par 

ko  Mahopac  Bank 40,400  Par 

ataiact  Bank 51.886  98 

ak  of  Albany.. 66,R8  Par 

Bank  of  the  Capitol 7a,44»  Far 

J.  W.  HumaPT  *  Co.'B  Bank SUM  Par 

National  Bank  of  Albany S4,1flO  Par 

MedlnaBank lOOAW  Par 

Brockport  Kxcbange  Bank 41,516  Par 

Total $g,U8,«l» 

Of  t  bi»  total  of  flfty-Beven  failed  bankB  under  the  free  banking  law 
,  t  wenty-nine  were  within  the  flrst  five  years,  and  had  an  aggre- 
eirr.ulation  of  $13,233,374.  Their  securities,  consisting  of  stocks, 
nnd  mortgagee,  were  sold  for  $953,371,  entailing  a  loea  of  |601,- 
Tbe  avails  of  these  twenty-nine  banks  were  only  seventy-four  per 
•eiit  of  tlie  circulation,  with  nothing  for  the  other  creditors.  The 
lotine*  to  the  note  holders  occurred  only  in  the  case  of  those  banks 
"liich  had  deposited  State  8to<jks  other  than  those  of  New  York.  Of 
itire  number  failing,  but  twenty-three  redeemed  their  circulating 
in  fuU.  At  the  end  of  1863,  the  Reciprocity  Bank,  of  Buffalo, 
*M  in  ttie  hands  of  a  Receiver.  The  circulation  at  date  of  failure 
ftiuounted  to  ♦159,577.  The  affairs  of  the  Bank  of  Orleans  and  the 
Yates  Cotinty  Bank  were  still  unsettled. 

Failurbs  nr  Indiaba. 

Troiu  1852  to  1857,  and  prior  to  the  panic,  fifty -one  of  tlie  ninety- 
loiirfree  banks  and  private  institutions  in  Indiana  lu-e  reported  as  hav- 
'"*  failed,  with  almost  entire  absence  of  payment  to  note  holders  or 
*tliet  oreditore.  The  amount  of  circulation  and  other  liabilities  have 
M  been  obtained  for  these  banks.  During  1863  the  circulation  of  the 
"*okof  Jiorth  America  at  Clinton  was  redeemed  at  the  Southern  Bank 
*f  Tfrre  Haute  at  ninety  cents.  The  circulation  of  the  State  Stock 
B*iili  at  Pern  was  redeemed  at  the  Bank  of  Goshen  at  eighty  five  cents, 
•■"J  the  circulation  of  the  New  York  and  Virginia  State  Stock  Bank 
*■*  redeemed  at  par.  The  circulation  of  the  following  banks  was  rt*- 
'^'wiued  by  the  Auditor  of  the  State  from  securities  which  had  beende- 
P'wited  with  him:  Bank  of  Albany  at  ninety  cents,  Bank  of  xVlbion  at 
f.  Ktuikof  Go«port  at  par.  Bank  of  Perry  ville  at  par,  Bank  of  South 
"III]  lit  (i^r,  Boone  County  Bank  (genuine)  at  par,  Bank  of  T.  Wads- 
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worth  at  ninety-one  cents,  Bank  of  Rockport  at  par,  Central  Bank  at 
par,  Farmers'  Bank  of  Jasper  at  ninety-one  cent«,  Kalamazoo  Bank  at 
par.  State  Bank  of  Marion  at  ninety  cent«,  Savings  Bank  of  Indiana 
(genniue),  at  sixty-nine  cents;  Wayne  Bank,  at  Logansport,  at  par; 
Wayne  Bank,  at  Richmond,  at  par,  and  Agricultural  Bank,  at  par. 
In  the  notice  of  the  Auditor  of  the  State  it  is  set  forth  in  italio8  that 
persons  sending  notes  "  will  take  particular  notice  "  thai  no  other  sus- 
pended bank  notes  are  redeemed  at  his  office. 

The  bank  reports  from  Minnesota  show  that  on  January  1,  1863,  the 
circulation  of  the  Bank  of  Rochester  was  being  redeemer!  at  sixteen 
and  a  quarter  cents  on  the  dollar,  Chisago  County  Bank  at  nineteen 
and  a  quarter  cents,  Fihnore  County  Bank,  twenty  cents;  Bank  of 
Owatonna,  twenty  and  three-quarter  cents;  Excliauge  Bank,  tw«jty 
one  and  a  quart«r  cents;  Central  Bank,  thirty  cents;  NiooUet  County 
Bank,  thirty-five  cents;  Bank  of  the  Stat«  of  Minnesota,  seventy  cents; 
Hank  of  St,  Paul,  ninety-eight  cents,  while  the  circulation  of  the  Bank 
of  Redwing  wfks  provided  for  at  par. 

MlCHiaAK'a    E\RLT   Bakkiko  EXPKRIBirCB. 

The  banking  eiystem  of  the  State  of  Michigan  prior  to  1863 
practiced,  entirely  based  upon  frauds.  It  is  current  liistory  that  tb* 
Bank  Coniniissioners  were  carefully  watched  with  a  view  to  transport- 
ing specie  from  banks  already  examined  to  those  which  it  wassappoMd 
they  were  about  to  visit.  Gold  and  silver  never  before  circulated  to 
freely  or  traveled  so  rapidly,  and  if  the  same  well  filled  boxee  or  iMgi 
were  found  in  several  banks  in  succession,  some  official  wa«  rendy  to 
Hwcnr  that  the  bonaftde  ownership  was  vested  in  the  present  poneaor. 
Sometimes  it  passed  the  commissioner  by  rapid  transit  on  the  road; 
sometimes  it  was  transported  by  night;  sometimes,  arriving  too  lAte,  It 
was  handed  in  at  the  ba(*k  dour  of  the  bankiitg  house  while  an  exami- 
nation was  In  progress.  But  there  were  some  banks  that  liad  no  Mnoant 
of  even  borrowed  specie.  The  BaidL  of  Sandstone,  for  instance,  nerer 
bad  any  specie,  and  although  its  liabilities  exceeded  f38,(X)0,  it  liad  no 
ntaetM  of  any  kind  at  the  time  when  it  was  reported  upon.  The  Ei- 
cliange  Bank  of  Shiawassee  had  in  the  .nofe  but  seven  ooppens  and  a  t^tj 
smal!  amount  of  paper,  while  it  luid  bills  in  circulation  to  the  ain< 
of  (22.S67.  The  Jackson  (bounty  Bank  was  discovered  by  tli*)  romi 
sioners  to  have  many  large  and  well-fllled  boxee,  but  on  beinir  opened 
and  examined  it  won  found  that  while  the  top  vaa  covered  with  iflwr 
dollars  there  was  nothing  below  but  nails  and  glsM.  Th»  only  box 
oontalning  silver  bnjught  into  the  room  and  sworn  to  by  a  dlfcetar 
preaeot  as  the  pruiwirty  of  the  bank  was  afterward  the  itnbj»vt  of  an 
MTtion  by  the  dirxn-ior  ogiUnKt  the  Receiver  of  the  Iwink  for  i  ry, 

claiwlug  it  Hs  hiK  own  individmil  property.  A  M*ttli>ment  ol  ::..  t...:ik'* 
affairt  proved  that,  with  an  indtibtednesH  of  sonic  97(), (MM,  it  had  not 
tuore  than  15,000  of  available  aaaeta.     It  was  reported  by  tbo  Bank 
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Goomdaaloiieni  in  December,  1839,  that  only  three  chartered  baDka,  with 
one  branch  bank,  and  four  organized  ander  the  general  law,  out  of 
liity  recently  established,  were  then  in  existence.  The  report  of  the 
Attorney-fienerat  of  the  State,  made  at  thesaiue  time,  enumerates  forty- 
twit  banks  under  injunction,  and  exhibits  the  condition  of  their  affairs 
no  for  OS  tisoertHiiiod.  His  re[>ort  is  an  exhibition  of  a  large  amount 
ue  L'reditors,  with  liltle  or  no  available  assets  with  whinh  to  liquidate, 
lliswrtiumted  that  the  cirt'ulttion  outstanding,  wtiirh  was  a  total  loe» 

the  note  holders  of  the  State,  was  not  les«  than  $1,000,000. 

lUiitfu!*.  Indiana  and  Wlscon«ia  piMse^l  free-bank  laws  in  1851,  Ift.'iS 
1855.  reppiectiveiy.  Few  of  the  banks  organized  under  these  laws 
difiui'trous  failure,  either  prior  to  1857  or  in  the  p>anic8  of  that 
ftiid  of  lfS6l.  luin]en.He  loss  was  entailed  upon  all  of  their  oredi- 
<JTs.  At  these  two  pericjds  uitwt  of  the  banks  of  the  Southern  and 
Wertem  States  failed,  either  because  their  business  was  transacted 
withoDt  any  actual  supply  of  capital  or  from  reckless  management. 

It  Ih  stated  in  '  Elliott's  Funding  System,"  page  1,176,  that  m  1841, 
oat  of  banks  having  a  capital  amounting  to  (317,642,692  and  circula- 
tion of  9121,665,198,  flfty-tlve  banks,  with  a  total  capital  of  867,036,26.'5 
Mdarirrulation  of  i23,.'>77,7r>2.  failed.  In  nearly  every  instance  the 
capita]  of  these  banks  was  entirely  lost. 

In  the  financial  report  for  1838  the  balance  of  pubho  deposits  due 
from  blinks  which  had  suspended  specie  payments  amounted  to  ^,345,- 
f>35,  including  the  Commercial  Bank,  of  Buffalo,  the  Mobile  branch  of 
tlieBank  of  Alabama,  the  Planters'  Bank,  of  Mi-ssis-sippi,  ut  Natchez, 
the  A^icultural  Bank,  of  Natchez,  the  Bank  of  Kentucky  at  Ix)uis- 
ville,  the  Franklin  Bank  of  Cincinnati,  the  State  Bank  of  Indiana,  the 
Book  of  Michigan  at  Detroit,  and  the  Farmers  and  Mechanics'  Bank 
M  Detroit. 

The  following  list  of  129  banks,  with  capital  amounting  to  1^,212,- 
339,  jujd  thirty-six  banks  of  which  the  capital  was  not  known,  are  banks 
^umueraled  by  Hon. 'Albert  (iallatin,  previously  Secretary  of  the  Treas- 
ury, in  ' '  Considerations  on  the  Currency  and  Banking  System  of  the 
l^'oited  State*  "  : 

CapUal. 

Hallowell tlSO.OOO 

Keunct)€ck .....       100,000 

Pasaauiaquoddy 50,000 

Castlne 100,000 

Lincoln  and  Kennel>ec 3IX),000 


HxDaJkCaVSMTTB.  Caf>Ual. 

E-wx 12)00,000 

No*  Mftira 150,000 

m 75,000 

..-Ichertown) 100,W)0 

KHjlJiioa 150,000 

fcatoa. 70,000 

ToUJ  (six  banks) t^Ui.OOO 


Mjkixe. 


Kun» 

IHoUcoi. 


1:4)0,0(10 

l."i(>,U)0 

lUI  INK) 


Total  (eight  twnkfl) tl,160,000 


Rnons  IstUKn. 

Farmers  and  Mech.,  Pawtuset .    $300,000 
Farmers'  Exrh'jje,  ()loucc«ter 

T.  itul  I  one  bnnW ) *900.000 
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New  ELuiPSHiius.  Oofital. 

Cooe »100,000 

Concord 29,600 

Total  (two  banks) $129,600 

COMMECnCCT. 

Eagle $500,000 

Derby 100,000 

Total  (two  banks) $800,000 

New  York. 

J.  Barker's  Exchan|<e $405,250 

rtira  InwurQiid'  Company. . . .  100,000 

Columbia. 167,660 

Hudson 110,000 

Niagara 108,000 

Plattsburg 300,000 

Washington  and  Warren 400,000 

New  York  Manufacturing  Co..  700,000 

Franklin 510,000 

Mldtlla  District      487,776 

Calsklll  Aqueduct  Association 

Total  (ten  banks) $8,378,676 

New  Jeksev. 

Jer«-y  City  Bank $200,000 

Patcrnon 160,000 

State  Bank,  Trenton 92,400 

ProtiHition  and  Lombard 200,000 

Franklin 300,000 

Monmciutb 4«,(mo 

Manufacturing l.V),000 

Sak-m  and  I'hiladelpbia 

Hoboken    

Total  (seven  banks) $1,142,400 

Pennsylvania. 

Washington $!»2,()7<» 

Karmi-rs    aiul    Mechanics'    of 

(inN'iicantle 74,4N"> 

Farmers   and    .Mechanics'    of 

Pittsburg fir,,:«7 

Juniata ltM.4TH 

Marietta     and     Sustiuehanna 

Tnwllng  (  ompaiiy 2:«.4.*i 

Pennsylvania  Agricultural  and 

Manufacturing  Bank 1 10, 102 

D«4inii!irf  rtriilp.' 9H.7I.*. 

AIlcKhtny 144.K(iT 

PH-aytT 7S,!»C) 

.•<wiitnra 7.'>,07ri 

rrntcr LMMW" 

Huntingdon 12;»,122 


OapUA 
Northnrabcrland,    Union  and 

C^ilumhia     $110,980 

Northwestcni  Bank 77,088 

Union  at  Pennsylvaala 134,792 

SilrerLake 64,883 

Fayette,  New  Salem 

Harmony 

Wilkcsbarre  Branch 

Total  (sixteen  banks) $1,811,558 

Delawabx. 
Farmers   and   Mechanics'    of 
Delaware $45,000 

Total  (one  bank) $45,U0U 

Martland. 

Elkton   $110,000 

Conooocheagne 157,500 

Cumberland 107,«8B 

Somerset  &W 90,000 

Somerset 195,850 

Caroline 103,045 

Havre  de  Grace 182,075 

City 838,540 

Plantcts' Prince  George  County  86,801) 

Total  (nine  banks) $1,821,163 

District  or  Columbia. 

Columbia |«01.au> 

Union  of  Alexandria S4U,U0O 

Central 25a.»»6 

Franklin 16S.2rt.% 

Total  (four  banks) $l,657,40i* 

ViKUINIA. 

Ohio  County $60,UIII 

Ciiarleslon  M.  and  C.  Co 9e,5N|> 

Winchester 123.9C*) 

Monongalia 25.000 

Farmers  and  Mechanics',  Har- 

liir».Fi>rD'  l«.4*«i 

*.iiili  Hfuntti •.SV.OiW 

Farmers',  Mercliants  and  Me- 

clianics',  JefTerson  County..  2K,42.> 

iVumMitinvti <Jil,UilO 

I.e<-!ihnrg  I'nion 2l),0l<) 

I.ou<loun  County 30,(rt> 

Total  I  ten  banks) $421,415 

North  Carolina. 

Fayettt'Ville 

Bertie 
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South  Cabouna.  OapUal. 

Chmw. 130,000 

HmboTg 

Total  (one  bank) 190,000 

Gboboia. 

Dwien. $«0,000 

Total  (one  bank) $480,000 

LonsiAMA. 

R«ntere'Bank 1300,000 

Bank  of  Louisiana 734,000 

Total  (two  banks) #934,000 

At.ahahia. 

Planters  and  Merchants'  Bank .  $164,175 

Tombeckbe 156,987 

Steamboat 16,000 

Total  (three  banks) $337,112 

TEimESSBB. 

ftyetteville  Transfer $110,000 

Famen  and    Mechanics'   of 

NadiTille 180,300 

Naahrille  and  branches 994,560 

Tennessee  Bank  (old) 371,107 

Three  branches  of  Tennessee 

Bank 300,000 

Vasbvllle  branch  of  Tennessee 

Bank 206,775 

Rogereville  branch  of  Ten- 
nessee Bank 67,140 

Total  (foor  banks  and  five 
branches) $2,229, 783 

Kbntuckt. 

Farmers  and  Mechanics'  of 
Lexington  (stock  and  notes  at 

par) $480,700 

Versailles 111,180 

Kentucky  and  branches 2,756,220 

Flemingsborg 61,626 

Limestone 135,825 

Shepherdsville 55,880 

Uinkston  Exporting  Company.  50,120 

Newcastle 40,520 

C>'nthiana 47,900 

Center  Bank  of  Kentucky 130,000 

Union  of  Elizabethtown 39,400 

Farming  and  Commercial  Bank  37,319 

r.reenville 46,640 

-Vewport 54,700 

Southern  Bank  of  Kentucky. . .  117,222 


CapUal. 

Fanners*  of  Harrodsburg $81,000 

Farmers'  of  Somerset 22,870 

Lancaster  Exporting  Company       89,900 

Insurance 

Barbersrille 

Cumberland  Bank  of  BurkriUe    

Burlington 

Bank  of  Columbia 

Frankfort 

Georgetown 

Greensburg 

Green  River 

Christian  Bank 

Bank  of  Henderson 

Bank  of  Washington 

Commercial  Bank  of  Louisville    

Mount  Sterling 

Morgantown 

Monticello 

Farmers'  Bank  of  Jessamine 

Owingsville 

Petersburg  Steam  Mill 

Farmers'  Bank  of  Gallatin 

Farmers    and    Mechanics'   of 

Logan  

Farmers   and    Mechanics'   of 

ShelbjTille 

Farmers  and   Mechanics'    of 

Springfield 

Winchester  Commercial 

Commonwe'lth  Bank.(3,000,000 Nominal) 

Total  (eighteen  banks). . . .  $4,307,431 

Ohio. 
Miami   Exporting    Company, 

Cincinnati $468,966 

Columbia,  New  Lisbon 50,000 

Granville  Alex'n  Society 12,002 

Farmers'  Bank  of  New  Salem.  57,000 

German  of  Wooster 35,000 

Muskingum 97,800 

Farmers  and   Mechanics'    of 

Cincinnati 184,770 

Cincinnati 216,430 

Dayton  Manufacturing 61,622 

Lebanon-Miami  Banking  Com- 
pany   86,491 

Urbana  Banking  Company. . . .  49,685 
Farmers  and  Mechanics'  Man- 

facturing,  Chillicothe 99,575 

Hamilton 32,707 

Zanesville  Canal  and  Manufac- 
turing Company 79,125 
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West  Union $100,000 

LakeErie 100,000 

SteabenTiUe 100,000 

Mnsldngom  of  ZanesTille 100,000 

Jefferson  County 

BankofXenia 


Total  (eighteen  banks). . . .  $1,911,170 


Imdiama 

Farmers  and  Mechanics' $130,000 

Bank  of  Vincennes 137,604 


Ilurou.  OipUd. 

niinois $UH,7» 

EdwaidsTllle. 67,U» 


Total  (two  banks) $168,910 

MlBSODBI. 

Bank  of  Miseoturi $250,000 

Bank  of  St.  Looia 150,000 

Total  (two  banks) $400^000 

MiCRIOAX. 

Monroe $10,000 

RECAPITULATION. 
One-hondred  and  twenty-nine 

banks $94,SlS,aa» 

Thirty-six  banks Not  known 


Total  (two  banks) $257,034 

JlhOed  Banks  Other  than  National,  186J^1896  (Cents  Omitted). 


TiAR. 


'dumber 
I       of 
tailuTe*. 


OipttoL 


NomlnuA 
ameU, 


IMMttiu. 


18M. 
1885. 
18M. 
1807. 
1868. 
1800. 
1870. 
1871. 
1878. 
1873. 
1874. 
1875. 
I87«. 
18n. 
1878. 
1879. 
1881). 
1881. 
18te. 
IttfB. 
1HM4. 

iMte. 

1HH0. 
1887. 
18HK. 
IHW. 
IWO. 
18B1. 

i8«e 

18KI. 
18M. 
IMM 
UU6. 


TotAl. 
Not  (lutol.. 


8 

6 

6 

8 

7 

« 

1 

7 

10 

38 

40 

14 

37 

«8 

70 

ai 

10 

» 

19 

« 

54 
3S 
13 
19 
17 
15 
30 
« 

71 
115 
78 

1,164 
70 


$U»,000 
276,000 
880,000 
278,881 
100.000 

""mjxa 

470.000 

m7.(ioo 

770.000 

2,4t8.uao 
(Mi.ua) 

2.491.») 

».aiO,lKi 

1.87U.4«K 

452.200 

438,7.W 

645.fl00 

870,(100 

l,71H.i«» 

i,0Rg,4in 
aM,(Kn 

981  ..'iOO 
74A,.'W) 

2.1AB,50H 
2.1/71.300 
57H.H«) 
10.A4I.837 
8.112,447 
3,WM,:W) 
3,400.012 

$68,lt«7.2»« 


$245,401 

1,208.065 

222,076 

182,nB 

77,881 

'  ijiu.mi 

2.UIV134 

aii,i1ii,inii 
(i.iit;.f*i 

l,tLi9.1«J 

3.ia»,Bfii 

a.813.P1.5 
12.1NIU,H]» 

UKNi.riiia 

T,«iN;»i 
iij7n.fiee 

10.^,244 

I  K12,725.;71 
I..'MI.4I0 


t!«l.m 

im,8» 

abi,9si 

fio.aoo 

«,aS4.UT 

3.(l(».3!8 

i,5ltS.t>CB 
lX,%^47iS 

i.i,,ia.rJ» 
&sri3.af* 

USII.TSP 
l.TSi.)*i) 
2.8tW,48B 
8.198.717 
t«,5IHLaW 
i.K«.iSii 
l,lKt,8M 
3,iri.(S2 

s.sr.«u(* 

«,7Hil,t(l« 
T.21ft,!nfl 
V,0I0.EH4 

:.sia,837 

$ei8J83,6B3 
1.798,424 


DMOtnta 
paU. 


9UBjm 


auM 


VTUM 

i,soi,sn 

S.4»,0M 
4,142.9U 

s.i7a.on 

7.004,558 

l9.4a^7l7 

4jas,808 

288,494 

Nll.756 

l.sfi.:w 

I.4a».il47 


t.«ia8ff 

ijH.m 
l.oai«i 

i7,Mi;.',flTi 

S,2»1,JW 

$88^71 1.8V 
377.398 


(iraiul  total l.»4        $'>3.632.2!iU    ,  (SlUlS.lOU      ti20,IIS,988      910a.0H8,7aB 


Tlie  reports  of  inHolvent  Stntc  baiikH  show  that  158  banks  paid 
dividciidH  to  creditor))  of  100  pt!r  cent. ;  128  jwiid  75  per  cent,  and  o»'er, 
but  h-tw  than  lOO  por  cent. ;  1A4  puid  50  per  cent,  and  over,  but  le« 
than  75  (K>r  cent. ;  203  i>aid  25  per  cent,  and  over,  but  less  than  50  per 
cent.,  and  102  made  payment  of  less  than  35  per  cent. 


n 


NEW  ENGLAND  STATES. 


Pnmitive  bonking  in  New  England  was  based  chiefly  npon  real 
witt«;  in  some  oaMa  the  not«s  were  emitted  by  the  Colonies  and  in 
otbvrs  they  were  issued  by  associations  of  individuals,  freqaently  witli 
liit^  eaiue  result — depreciation  of  the  notes  and  loss  to  their  ultimate 
holders  when  the  banks  were  closed  up.  It  was  not  long  before  the 
beresy  concealed  in  these  early  banking  schemes  became  apparent,  and 
most  of  the  New  England  Colonies  were  not  slow  to  apply  tiie  lessons 
>'eiperience.  Restrictive  acts  were  jMissed  both  by  the  Colonies  and 
ther  country.  There  was  a  gradual  evolution  of  the  banking 
,  until  finally  the  banks  of  that  section  of  the  country  established 
repntation  generally  superior  to  those  in  other  States.  In  1814  they 
itoined  specie  payments,  although  suspension  was  general  elae- 


Tlie  term  bank,  as  applied  to  the  first  of  these  institutions  organized, 
ifietl  rather  a  common  fund,  or  heap,  and  not  an  ordinary  coramer- 
I  bank.     Some  of  the  Colonies  issued  notes  and  loaned  them  on  real 

tate  mortgages;  and  ttiougb  these  loans  were  restricted  to  five  years, 

iiy  of  them  were  renewed,  some  not  beuig  repaid  for  over  tliirty  yean. 

land  was  the  principal  security  which  the  colonists  liad,  it  is  not 

rprisiug  that  they  sought  to  make  it  the  basis  of  their  currency 

Bt«?ad  of  specie  or  the  titles  to  those  commodities  which  in  a  highly- 
Bveloped  State  constitute  the  most  desirable  form  of  security,  but 

lieh  are  greatly  limited  in  supply  in  a  pioneer  community. 


MAINE. 

The  first  bank  chartered  by  the  General  Court  of  MaBsachnsetts,  to 

businesa  in  the  district  of  Maine,  was  organized  at  Portland,  June 

1799,  and  was  named  the  Portland  Bank.     Its  capital  was  $100,000, 

itb  the  priv^ilege  of  increasing  to  ^00,000,  at  the  pleasure  of  the  stock 

olders.    This  privilege  was  improved,  and  the  whole  amount  author- 

1  taken  ap. 

this  capital  was  probably  not  paid  in  in  cash,  as  there  was  oon- 

ilerable  poverty  in  the  community,  resulting  from  the  destruction  of 

jwn  by  Are  m  October.  1775.     The  reports  made  upon  banks  in 
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1820  indicated  a  considerable  loan  to  stookholden  secured  by  the  pledge 
of  their  stock.  This  bank  procfpered  for  a  time,  but  met  with  serious 
financial  disasters  in  1808,  and  was  closed  op  with  a  loss  of  twenty-five 
per  cent,  of  the  capital. 

On  Jane  23, 1802,  the  Maine  Bank,  of  Portland,  was  chartered,  with 
a  paid-in  capital  of  (300,000,  which  was  afterwards  reduced  to  fSOO,- 
000.    This  bank  was  closed  in  1813,  when  the  charter  exjdied. 

At  the  session  of  the  G«neral  Court  in  1802  the  Lincoln  and  Kenne- 
bec Bank,  of  Wiscasset,  was  cliaitered  with  a  capital  of  (200,000.  The 
Saco  Bank,  at  Pepperellboro,  was  chartered  March  8,  1808. 

The  population  of  Maine  in  1800  appears  to  have  been  about  1S2,- 
000,  widely  separated  and  scattered  along  the  shore;  engaged  in  Inm- 
bering,  fishing,  building  of  ships,  navigation  and  trading  with  the  West 
Indies  and  States  of  the  Union. 

The  depression  following  the  War  of  the  Revolution  and  the  troubles 
arising  from  an  unsettled  currency,  did  not  prevent  a  large  increase  in 
the  shipping  of  the  State,  and  there  was  great  activity  in  competing 
with  English  shipping  for  the  carrying  trade.  But  there  does  not  seem 
to  have  been  any  great  call  for  banking  facilities  during  the  period  from 
1803  to  1812.  The  repeal  of  the  "  Embargo ' '  in  1809  had,  undoubtedly, 
set  free  the  shipping  of  Maine,  wtiieh  bad  engaged  once  more  in  com- 
peting for  the  carrying  trade.  There  was  a  considerable  revival  of 
business  in  the  State,  and  as  early  as  January  23,  1812,  twenty  banks 
received  charters  from  the  General  Court  of  Massachusetts,  six  of  which 
were  situated  in  Maine — ^the  Bath  Bank,  of  Bath,  the  Cumberland  Bank, 
of  Portland,  the  Hallowell  and  Augusta  Bank,  the  Wiscasset  Bank, 
the  Kennebec  Bank  and  the  Saco  Bank. 

A  law  was  enacted  in  1812  fixing  an  annual  tax  of  one  per  cent,  on 
the  capital  stock  of  all  banks.  In  1813  six  new  banks  of  (100,000  each, 
were  established;  namely,  the  Lincoln,  Kennebonk,  Bangor,  Augusta, 
Gardiner  and  Waterville,  all  of  whose  charters  expired  on  October  1, 
1831. 

The  official  documents  of  the  Cteneral  Court  of  Massachusetts  on 
December  17,  1814,  show  returns  from  twelve  Maine  banks,  having  a 
capital  stock  of  (1,846,000.  Of  that  amount,  (823,625  was  secured  by 
real  estate  and  bank  stock,  indicating  that  four^ninths  of  the  capital  of 
the  banks  was  made  up  of  the  promises  to  pay  of  individual  stockhold- 
ers, rather  than  actual  cash.  The  return  shows  (581,466  bills  in  circu- 
lation, and  that  (730,561  of  bills  had  been  redeemed  within  the  six 
months  prior  to  the  return. 

Methods  of  Rbdbbmuto  Bills. 

Prior  to  1819  the  redemption  of  bills  in  Boston  had  rested  with 
agents  of  the  individual  banks,  who  both  interested  themselves  in  put- 
ting the  bills  in  circulation  and  sometimes  in  their  redemption.  It  was 
a  constant  source  of  trouble,  and  the  utmost  skill  had  to  be  used  to 
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bilLt  froiu  being  returned  to  the  banks.  Maine  was  so  far 
removed  from  Masitachusetts  that  it  finally  became  necessary  to  col- 
iKt  all  the  Maine  bank  billH  held  by  the  Boston  banks  and  send  a 
'  niau  with  a  team  down  the  shore  to  exchange  these  bills  for  specie, 
it  was  DO  ancomiuon  sight  to  see  the  team  in  the  Inn  yordn  with  kega 
filled  with  specie  and  two  dogs  guarding  the  treasure.  There  is  no 
■ceottnt  of  any  attempt  being  made  to  rob  this  specie  coUeetor — a 
ctiituag  instance  of  the  honesty  of  the  inhabitants  of  Maine  in  the 
early  part  of  thia  century. 

80  preat  was  the  loss  of  interest  in  the  collection  of  these  bank  bills 
■from  the  remote  districts,  that  in  1800  the  leading  merchants  of  Boston 
!'ign(?d  a  paper  agreeing  to  take  no  country  bank  bills  after  that  date. 
Tliii  circular  set  forth  in  considerable  detail  the  wrongs  which  they 
iuffered  in  consequence  of  reoeiving  these  bills,  and  their  determination 
to  take  them  no  longer.* 

Matstb  Admittbd  Into  thk  Union. 

In  1830  Maine  became  a  separate  State,  and  the  first  report  to  the 
I  Ugi»lature  upon  the  subject  of  bjinking  was  a  result  of  the  examtna- 

Nby  a  committee  of  the  Legislature  of  the  Hallowell  and  Augusta 
t.  The  committee  particularly  found  "  the  amount  of  loans  made 
wkholders  on  tlieir  individual  notes  secured  by  the  pledge  of 
'I'eir  stock  in  the  bank,  to  be  f  121, 373,  real  estate  and  debts  secured 
''jrcttl  estate,  to  the  nominal  amount  of  $48,110.38;"  from  which  it 
oppears  that  the  whole  capital  stock  of  the  bank,  and  the  additional 
f*mount  of  ^19,483.38.  was  invested  in  real  estate  and  in  permanent 
Iwuis;  but  this  was  not  all.  The  committee  found  that  the  institution 
Md  notes  and  other  debts  secured  by  names,  to  the  amount  of  ^4,- 
Z3,  a  large  part  of  which  had  existed  for  a  long  time,  had  been  sub- 
let to  DO  checks  and  was  thought  by  the  committee  to  have  been  of 
10  sum  avail  than  its  loans  on  stocks. 

"Tbe  Mmi-annaal  dlrtdends  appear  to  bave  been  nniformly  declared,  wltli  tht* 
oe  against  tbe  bank,  in  profit  and  loss  accoant ;  and  the  reason  assigned  fur 
_  the  dividends  under  sucb  circamatancefl  waa  tbat  tbe  iDstltatlon  bad  no  otber 
itaaaa  of  collecting  the  Interest  on  stock  notea." 

In  18^  the  Bangor  Bank  had  sixty-five  per  cent,   of  its  capital 

DAned  on  a  pledge  of  stock  therein,  the  Bath  Bank  eighty  per  cent., 

be  Hallowell  and  Augusta  Bank  forty-three  per  cent.,  the  Kennebeo 

Jank  seventy-six  per  cent.,  the  Passamaqucxldy  Bank  sixty-seven  per 

nt  and  tlie  Waterville  Bank  eighty-two  per  cent. 

In  1827  the  Legislature  found  it  advisable  to  appoint  a  committee  to 

ure  evidence  of  tbe  number  of  fictitious  persons  who  appeared  on 

le  books  as  stockholders  with  notes  as  collateral.     In  1831  a  general 

law  was  passed.     In  1834  there  were  thirty  banks  doing  business 


•  MasB.  Hist.  Hoc..  V,  p.  2M. 
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in  the  State,  representing  a  capital  of  18,981,000;  the  ei^tal  stodE  rep- 
resented by  notes  secared  by  bonds  and  mortgages  appears  to  have 
fallen  to  $119,550— an  evidence  of  great  improvement  in  the  flnannial 
standing  of  the  community,  and  an  indication  that  capital  was  repre- 
sented by  something  more  tangible  than  promises  to  pay  of  stock- 
holders. 

OPBRATIOirS  OF  THK  SUFFOLK    SYSTKIK. 

Under  the  general  arrangement  made  with  the  New  England  banks 
aboat  1819  for  the  redemption  of  their  bills  by  the  Soffolk  Bank  of 
Boston,  each  bank  was  pledged  to  place  a  permanent  deporatof  not  less 
than  (2,000,  drawing  no  interest,  the  amount  required  varying,  of 
course,  with  the  capital  and  business  of  the  bank.  The  Suffolk  Bank, 
in  consideration  of  such  deposit,  redeemed  the  bills  and  returned  them 
to  the  bank  issuing  the  same  whenever  they  reached  a  flxed  snm,  pro- 
vided the  bank  kept  a  deposit  sufficiently  large,  independently  of  the 
(2,000,  to  redeem  the  bills ;  and  if  at  any  time  the  excess  should  be 
greater  than  the  permanent  deposit,  the  Suffolk  Bank  could  send  home 
the  bUls  for  specie  redemption.  This  method  of  redeeming  bank  bills 
caused  a  great  deal  of  discontent,  which  manifested  itself  in  various 
ways. 

In  the  winter  of  1835  a  remonstrance  was  presented  to  the  Lefi^sla- 
ture  against  the  enforced  redemption  of  bills  by  the  Suffolk  Bank 
system.     The  following  words  appeared  in  this  remonstrance : 

"After  the  Legislature  has  granted  a  charter  to  a  bank,  before  anch  corporation 
dare  to  go  into  operation  or  issue  a  single  dollar  (bill),  it  must  send  a  deputation  to 
Boston,  and  laying  down  the  bags  of  tribute  money  at  the  feet  of  the  President  of  the 
Suffolk  Bank,  receive  from  him  permission  and  the  terms  upon  which  it  may  operate." 

The  circulation  of  bills  in  1835  amounted  to  12,380,114,  showing  an 
increase  of  nearly  fl,700,000  in  a  year,  while  the  specie  reserve  had 
fallen  from  $208,000  in  1830  to  $186,000  in  1835 ;  but,  on  the  other  hand, 
the  loans  had  inrreased  from  $2,888,000  in  1830  to  $6,367,000  in  1835— 
conditions  clearly  pointing  to  inflation  and  an  unhealthy  state  of 
excitement  in  the  mercantile  world.  Although  in  1838  some  of  these 
unhealthy  conditions  existed,  the  beginning  of  the  end  was  in  dght; 
the  return  to  normal  and  healthy  conditions  of  business  life,  as 
evidenced  by  the  banking  returns. 

This  agitation  against  the  Suffolk  system  continued  to  be  felt  all 
through  the  State  for  some  years.  Commissioners  appointed  by  the 
Governor  reported,  on  January  25,  1837,  that  "they  found  fourteen, 
out  of  the  flfty-five  banks  in  the  State,  had  ceased  to  make  permanent 
deposits  in  Boston." 

Despite  the  reports  of  a  committee  recommending  the  passage  of  an 
act  prohibiting  the  maintenance  of  a  reserve  fund  to  redeem  the  bills 
in  Boston,  the  Legislature  refused  to  take  any  action  in  the  matter. 
In  1835  the  Legislature  passed  an  act  prohibiting  the  circulation  of 
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7  bills  smaller  than  five  doUars  ;  and  in  1836  a  biU  providing  for  no 
liU  liiiialler  than  five  dollars  or  between  live  and  ten  dollars  or  between 
en  and  twenty  dollars.  This  had  the  result  of  encouraging  the  circala- 
ioo  \>t  bills  of  banku  of  other  States. 

SusPEssiON  OP  Spkcib  Patmbitts. 

In  May,  1837,  the  banks  of  Maine  8U.spended  ctpecie  payments.    There 

rere  then  fifty -five  bunks  in  the  State,  with  a  total  capital  of  (S,  458, 750. 

In  l&il  the  banking  law  was  carefully  revised  by  the  Legislature, 

HaA  mauy  important  eafeguards  added.     In  the  same  year  forty-two 

IWika  reported  a  capital  of  $3,514,000.     Ten  banlis  scaled  their  capital 

'^  lOO.     Two  banks  surrendered  their  charters  having  §.'50,IK)0 

I  M.k,  making  a  total  reduction  of  $8.i7,600.     This  was  the  first 

MHelui  recognition  of  the  losses  sustained  by  tiie  bonks  in  the  crisis  of 

1837.    The  diminution  of  banking  capital  since  1838  hod  been  *1, 904, 750. 

rhe  average  circulation  for  the  last  six  months  of  that  year  was  ^1,414,- 

(64,  and  the  average  monthly  redemption  $559,433,    "Kbowjng  that 

tlie  whole  circulation  of  the  banks  passes  through  the  SuiTolk  Bank 

nearly  five  times  a  year.     *    *    *    This  amount  is  paid  without  a  draft 

iipon  specie,  but  by  the  course  of  trade,  which  places  am  pie  funds  in 

Borton  for  the  piupose,  and  still  has  left  a  balance  there  in  our  favor 

(of  half  a  million  of  dollars," 

The  report  for  1842  showed  that  while  stockholders  had  lost  about 
(ti,0(X),OOO,  note  holders  had  lost  not  more  than  $176,000. 

The  commissioners'  report  for  1848  stated  that  only  two  banks  in  the 
Btatehadnot  entered  the  Suffolk  system— the  Calais  and  Mercantile 
U^pi    They  said : 

K 


being 


e  do  not  censure  their  coarse,  bat  Uielr  bills  are  from  three  to  six  per  cent. 
It.  The  Frontier  Bank,  tbe  neoreet  neiKhbor  of  the  Calais  Bank,  and  n  well- 
InslilntioD,  can  malntAlu  but  a  wry  Uiaited  i-imilatioD  ;  its  \n\\»  being  in 
oredit  at  Boston,  are  tioui?ht  Tor  foroljtti  payments,  while  the  depreciated  paper 
J||(  Uie  i;itittt8  Bank  supplies  alinost  the  entire  home  circulation  for  the  oouoty  of 
Mttgton.'' 

j^i  1850  the  highest  number  of  State  banks  was  reached, 
•eventy-eeven  in  number,  with  a  capital  of  $8,107,485. 

In  September,  1857,  specie  payment  was  suspended  in  Maine,  and 
tb*  report  of  the  Bank  Commissioners  notes  that  all  but  three  of  the 
"■^ks  sustained  themselves  in  good  credit.     They  say : 

"  Thv  '  Suffolk  tiystem,'  though  not  recognized  in  our  banking  law,  has  proved  to 
^  a  ipi«t  aateguarti  to  tbe  public  ;  whatever  objectioui  may  exist  to  the  system  in 
Hto|  Its  iiructieal  u]>«;ratiou  is  to  keep  the  circulation  of  our  bunkis  within  tbe 
^^kof  wfety." 

^Blen  the  National  Banking  Law  was  passed  in  18G3  there  were  in 
^Btate  sixty-nine  banks,  with  $8,008,000  capital  and  $6,010,156  cir- 
"Wtion.  Nineteen  banks  gave  notice  during  1864  of  their  intention  to 
^•"TftlMier  Uiolr  charters,  and  in  1865  tUxty-eight  banks  are  reported  aa 


334 


mSTOBT  OF  BANKING. 


either  eloaing  under  the  Act  of  1863  or  converted  under  the  Aet  of  186S, 
80  that  the  banks  of  discoant  organized  under  the  laws  of  Maine  piaeti- 
oally  ceased  to  exist  in  1865. 

State  Banks. 


YBARS. 

No.  of 
bankt. 

Loant  and 
dfeounU. 

aptett. 

Capital 
Hoek. 

JttrttUt. 

1884 

39 

*4,359,874 

•137,430 

(2,931.000 

$1,368,914 

•704.079 

1839 

60 

6,913,471 

341.961 

4,771,600 

1,909,097 

•37,881 

1844 

35 

4.979.381 

333.769 

3,009,000 

1.606,663 

937.498 

1849 

83 

6.376.171 

339,331 

8,098.000 

9,263,764 

1.119.863 

18B4 

60 

12.114.697 

1,163,623 

6,803.369 

4.638,906 

8316^104 

1869 

68 

11.816,187 

663,764 

7.408,946 

8,886,688 

8,47t.9»> 

1863 

69 

18.658,173 

747,146 

7.983.000 

6,488,478 

6,076,107 

1876 

3 

393,696 

836,000 

8,609 

106,909 

In  1878  there  was  one  State  banlc  reported  in  existence,  having 
175,000  capital,  91,694  circulation,  (25,859  depodts  and  $84,385  loan* 
and  discounts.  The  others  had  been  absorbed  into  the  National  bank' 
Ing  system  or  had  gone  out  of  business. 

National  Banks. 
Figures  In  thousands  of  dollars. 


Date. 


'  ^  W  I    Loam 

^  e  and  dit- 
i  ^  J    eountt. 


Cath 


IMdi- 


bond*  ****  Capital,  aurplut.     vidtd 

itftnt.  I  pr<t/lt». 


nj 


J. 


?3 


isrts 1 

18(W 61 

1873 63 

1«TS 72 

1«(« 7"J 

18(W TS 

1H1»3 83 

181W 82 


•5 

'    10,189 

I   13.533 

i   13..10O 
I 
18.778 

20,192 

21.342 

I  21.546 


•51 
e.5>15 
9.449 
10.U»2 
9.290 
5,131 
4.437 
5,931 


•11 
1,661 
1,930 
I,C84 
2.074 
1.888 
1,484 
1,616 


•50 
9,085 
9,440 
10.760 
10.485 
10,(560 
11.221 
11.071 


-I- 


I 


•1.197 
1,892 
3,389 
2,576 
2,550 
2,699 
2,699 


•687 
1,468 
1,335 
1,410 
1,394 
1.611 
1.681 


•7,470 
7,788 
8,313 
8,0tW 
4,403 
8,764 
4,746 


I  J)mU- 

d»p»$m. 

•!» 
6.076 
•,4»4 

6,96« 
10,082 
11,065 
13,890 
17,431 


Satisgs  Basks. 

Prior  to  1852  tliere  were  four  Savings  banks  organized  in  Maine. 
The  first  was  the  Portland  Savings  Institution  in  1819.  In  1854  it  had 
received  fl54.193.12  fnnn  1,585  persons.  In  the  reverses  of  1837-8  it 
failed,  after  a  severe  run.  being  unable  to  realize  upon  its  mortgages  and 
bank  stock. 

Tlie  Saco  and  Biddeford  Savings  Institution  was  rtuutered  in  1897. 
the  liardiner  in  1854,  and  the  Augusta  in  1848.     In  1858  these  bank* 


l»d  an  aggregaie  deposit  of  |S35,72€.ll.  From  this  on  their  deposits 
ctmstontlr  inereased  and  bocaiue  an  important  factor  in  the  material 
growth  and  prosperity  of  the  St^ite. 

In  1852  three  Savings  banks  were  chartered,  the  Bangor,  Bath  and 
Portland. 

In  1856  there  were  4,947  depositors  and  ^19,571. 8S  of  deporits  in 
tlie  Savings  bauks. 

Iq  1>^8  the  deposits  amounted  to  f923,397.78,  with  an  increase  of 
Bity  depositors  over  1856,  showing  how  sUght  an  effect  the  panic  of  1857 
had  upon  tiie  Savings  banks  at  tltat  time. 

Id  1B55  Savings  banks  were  first  made  snbject  to  examination  by 
the  State  Commissioners,  whose  official  existence  began  with  discount 
knits  iu  1S40. 

in  1869  the  Le^slature  passed  an  act  regulating  the  incorporation 
nod  powers  conferred  upon  Savings  banks,  and  limiting  their  rights 
nnder  their  existing  charters  by  general  law.  Tliis  act  has  been  only 
sllghttjr  modified,  and  that  particularly  in  the  limitation  of  investments, 
jilie  original  act  providing  only  that  "no  loans  are  to  be  made  on 
liwrurlty  of  names  alone,  nor  directly  or  indirectly  to  any  trustee,  nor  to 

Bi  of  which  any  trustee  is  a  member." 
1871  the  Savings  Bank  £xanuner  published  for  the  first  time  a 
ule  of  bonds  and  stocks  held  by  tlie  Savings  banks,  lie  reported 
Siuiber  of  banks  had  increased  to  forty-nine,  and  tlie  number  of 
tors  to  79,411,  and  the  deposits  to  $22,787,802. 
1872  an  act  was  passed  creating  a  tax  of  one- fourth  of  one  per 
'xm.  every  six  months  upon  the  net  deposits  of  Savings  t>anks,  excepting 
^l^mment  bonds,  corporation  stocks  otherwise  taxed,  and  real  estate, 
Hgirovided  that  dividends  should  not  exceed  six  per  cent,  per  annum. 
^M  Diay  be  interesting  to  note  in  this  connection  that  with  the  growth 
j^Itke  Savings  banks,  the  taxes  have  steadily  increased  from  1119, 767. 58, 
1^^  year  1872,  to  $394,016,12  in  X898.  The  taxes  at  present  levied 
H^Tpatly  in  excess  of  the  average  taxation  on  all  other  classes  of 
T'^>|>erty  in  the  State,  and  average  about  five-eighths  of  one  per  cent,  on 

Nverage  deposits,  too  great  a  load  for  the  Savings  banks  to  carry, 
lering  the  high  price  they  liave  to  pay  for  all  first-class  bonds. 
1873  the  Bank  Examiner  gave  in  detail  not  only  a  schedule  of 
wnds  and  stocks,  but  a  list  of  the  securities  held  by  each  Savings  bank 
follateral  for  loans. 

In  1877  the  laws  relating  to  Savings  bank.s  were  revised  and  consoli- 
ted,  and  a  clause  enacted  permitting  a  Justice  of  the  Supreme  Court 
llie  8tat«,  upon  proper  representation,  to  reduce  tlie  amount  due 
nch  depositor  of  a  Savings  bank  so  as  to  divide  a  loss  pro  rata 
ong  the  depositors.  This  has  proved  a  wise  provi.sion,  because  It 
ibles  an  insolvent  bank  to  clean  up  and  put  itself  on  a  sound  basis 
I  a  very  few  weeks,  and  thus  save  the  depositors  a  long  period  of 
lety  about  the  safety  of  the  whole  of  their  deposits. 
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In  the  latter  part  of  1877  a  panic,  confined  wholly  to  the  Savings 
banks,  began  in  the  State  of  New  York,  and  passing  eastward,  reached 
the  State  of  Maine  in  January,  1878.  This  was  a  cmcial  test  of  the 
strength  of  these  institutions.  So  great  was  the  stress  that  most  of  the 
banks  were  obliged  to  take  notice  from  depodtOTS,  and  State  laws  in 
some  instances  were  found  insufficient.  This  panic  lasted  during  the 
whole  year  of  1878.  The  strongest  banks  felt  the  strain  almost  equally 
with  the  lesser  banks.  But  for  the  large  amount  of  loans  to  individuals 
and  corx)orations  within  the  State,  who  were  able  to  place  their  loans 
with  the  discount  banks,  the  Savings  banks  would  have  had  hard  woik 
to  pay  their  depositors,  and  few,  if  any,  would  have  been  able  to  meet 
the  demand  made  upon  them.  The  loss  of  deposits  up  to  November, 
1878,  amounted  to  f3, 779,046. 

On  February  23  of  this  year  the  body  of  J.  W.  Barron,  Treasurer  of 
the  Dexter  Savings  Bank,  was  found  in  the  vault,  bound  and  gagged, 
death  following  his  discovery.  A  curious  theory  was  started  about  a 
year  after,  that  his  death  was  seU-inflicted,  but  experts  failed  to  find 
any  evidence  of  defalcation  or  any  other  reason  for  suicide,  and  two 
noted  crooks,  Stain  and  Cromwell,  have  since  been  convicted  and  are 
serving  sentence  as  his  murderers. 

Between  September,  1877,  and  September,  1878,  thirteen  Savings 
banks  were  compelled  to  avail  themselves  of  the  relief  law  of  1877,  and 
have  their  deposit  accounts  reduced.  Most  of  these  losses  were  restored 
to  the  depositors  within  a  few  years. 

With  the  close  of  the  year  1879  all  traces  of  the  panic  in  the  Savings 
banks  disappeared.  There  was  only  a  slight  decrease  in  deposits  for 
this  year,  and  every  year  succeeding  has  shown — with  the  exception  of 
1893 — an  increase  in  the  deposits,  and  even  in  that  year  there  was  a  loss 
of  only  1136,000. 

The  following  table  shows  the  growth  of  Savings  banks  in  Maine 
from  1879  to  1899: 


YSABB. 

Number 
of  banks. 

Number  of 
iepotOon. 

IVXal 

Amtmnt  o/ 
rttervefuna. 

Av.a*iportt 
fortaek 
atjtotUor. 

18W 

59 
54 
55 

51 
61 

75,448 
106.660 
138,198 
155.704 

mil 

$fiU,7a 
1,086,481 
1,778,986 
8,18B,»6 
2050,998 

1884 

1868. 

aas 

1684. 

850 

1888. 

In  1883  the  Legislature  approved  an  act  organizing  the  Portland 
Trust  Company  and  the  Somerset  Loan  and  Building  Association. 
These  were  the  pioneers  of  two  systems  of  banking  which  have  become 
important  features  in  the  State. 

The  total  resources  of  the  trust  and  banking  companies  as  reported 
April  29,  1899,  amounted  to  (10,023,364,  and  the  Savings  banks  to 
966,932,906,  representing  a  total  of  fr5,956,270. 
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One  thing  is  noidoeable  in  Btadying  the  tables  which  are  annexed 
hereto  showing  the  resources  of  the  discount  banks  other  than  the  Sav- 
ings and  other  banking  associations  in  the  State,  and  that  ia  that  the 
State  of  Maine  appears  to  be  so  far  removed  from  the  centre  of  specula- 
tion and  panic  resulting  therefrom,  that  there  is  but  little  change  in 
the  condition  of  the  banks  after  1857  resulting  from  panics.  The  amount 
of  banking  capital  in  proportion  to  the  population  is  very  large,  and 
there  has  been  no  run  on  the  discount  banks,  and  with  the  exception 
of  1878  no  serious  run  or  panic  in  the  Savings  banks. 

The  National  banks,  Savings  banks,  trust  companies  and  loan  and 
bmlding  associations,  have  total  resources  of  fll8,854,367  in  1899 
against  $2,198,247  in  1820  held  by  the  banks  then  existing. 

In  the  early  banking  history  of  the  State  there  were  some  banks 
fraudulently  organized.  These  were,  however,  exceptional,  and  as  the 
€k>vemor  remarked  in  his  message  o£  May,  1845,  the  banks  of  Maine 
were  probably  as  free  from  imperfections  as  those  of  any  State  in  the 
Union,  which  fact  he  ascribed  to  the  provisions  of  the  banking  law 
which  fixed  a  limit  on  circulation  and  the  extent  of  the  indebtedness  of 
directors,  and  providing  that  the  stockholders  should  be  liable  for  the 
debts  of  the  bank,  for  official  returns  under  oath,  and  for  periodical 
inspection  by  Bank  Commissioners. 


NEW  HAMPSHIRE. 
Statb  Bakks  in  New  Hampshirb. 

A  company  was  formed  in  New  Hampshire  about  1735,  and  issued 
notes  somewhat  on  the  plan  of  the  Merchants'  Association,  of  Boston, 
but  as  the  provisions  for  the  payment  of  the  notes  were  deemed 
inadequate,  their  circulation  was  prohibited  in  Massachusetts.  These 
notes  were  payable  in  New  Hampshire,  Massachusetts,  Connecticut  and 
Rhode  Island  bills,  or  in  silver,  gold  or  hemp,  "at  the  unknown  price 
they  may  be  at  Portsmouth,  in  New  Hampshire,  anno  1747,  whereby 
his  Majesty's  good  subjects  will  be  great  sufferers,  should  they  part  with 
their  goods  and  substance  for  them  or  accept  them  in  payment."  * 

The  first  bank  in  New  Hampshire  was  the  New  Hampshire  Bank,  of 
Portsmouth,  chartered  in  1792,  to  continue  fifty  years,  and  to  have  a 
capital  of  $160,000,  and  be  managed  by  a  President  and  seven  directors. 
It  continued  to  be  the  only  bank  in  the  State  uutil  after  1800,  but  from 
1802  to  1806  several  other  banks  were  chartered.  +  The  Concord  Bank, 
of  Concord,  was  chartered  in  1806,  and  was  to  run  for  twenty  years. 
Soon  after  the  charter  was  obtained  a  quarrel  broke  out  between  two 
parties  into  which  the  incorporation  was  locally  divided — one  repre- 
senting the  North  and  the  other  the  South  end  of  the  town.  The 
differences  could  not  be  reconciled,  and  two  banks  were  started  under 

*  Felt,  "  Mtueachuaetts  Currency."        t "  Annals  of  Portsmouth,"  Mr.  Davis,  1825. 
22 
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the  same  charter,  each  claimbig  to  be  the  sole  and  only  genuine  instita- 
tion.*  There  was  a  great  bitterness  of  feeling  between  the  two  which 
found  expression  in  constant  plots  against  each  other.  A  &vorite  plan 
was  for  one  to  gather  up  the  bills  of  the  other  and  make  a  run  upon  it 
for  specie.  The  North-end  bank  seems  to  have  kept  possession  of  the 
charter,  as  the  other  end  at  length  became  exasperated  enough  to  trj 
to  enforce  its  alleged  rights  in  the  courts.  A  suit  was  brought  by  one 
of  the  prominent  South-enders,  and  a  bill  of  complaint  prepared  fxna- 
taining  one  hundred  causes  of  grievance.  The  celebrated  Jeremiah 
Mason  was  retained  to  conduct  the  proceedings.  He  did  not  appear  to 
think  much  of  the  case  or  the  party  who  employed  him,  and  saggesiteA 
to  his  client  that,  as  he  bad  got  into  gentleman's  company,  he  most  pay 
gentleman's  prices.  This  hint  appears  to  hare  rendered  the  litigant 
more  willing  to  accept  a  compromise  which  Mr.  Mason  succeeded  In 
bringing  about.  This  put  a  stop  to  the  policy  of  annoyance,  and  shortly 
after  the  South-enders  obtained  a  charter  for  themselves,  and  were 
known  as  the  Merrimac  County  Bank.  This  remarkable  oaae  of  twin 
stars  in  the  banking  galaxy  of  New  Hampshire  indicates  how  broad 
were  the  prerogatives  given  by  a  charter,  especially  when  there  were  no 
penalties  for  enforcing  its  provisions. 

Banks  Rbquirbd  to  Makk  Reports: 
When  the  chartered  banks  became  more  numerous,  it  became  neces- 
sary for  the  State  to  exercise  some  control,  and  an  Act  was  passed  Jane 
21, 1814,  which  required  annual  reports  to  be  made  by  the  banks  to  the 
State  authorities. 

In  1831  there  were  twenty-one  banks  in  the  State  with  a  capital  of 
12,065,310  and  circulation  of  $1,107,901.  In  January,  1832,  acts  were 
passed  requiring  the  banks  to  make  reports  and  also  prohibiting  the 
emission  and  circulation  of  bills  of  small  denominations.  On  July  4, 
1838,  owing  to  the  cessation  of  specie  payments  and  the  consequent 
disappearance  of  small  change,  this  last  provision  was  suspended  until 
July  1,  1840.  The  same  act  of  suspension  contained  a  provision  that 
all  loans  on  pledge  of  capital  stock  should  be  considered  as  reducing  the 
capital,  and  circulating  notes  were  not  to  be  issued  above  amount  of 
capital  remaining  after  all  such  loans  were  deducted  from  it.  This  act 
was  rendered  necessary  by  the  practice  largely  indulged  in  by  stock- 
holders of  paying  their  subscriptions  with  stock  notes,  or  what  amounted 
to  the  same  thing,  of  immediately  borrowing  back  what  they  had  paid 
in,  in  specie.  The  reports  were  to  have  been  made  within  six  days  from 
the  first  Monday  in  June.  Most  of  the  New  Hami)6hire  banks  at  this 
date  redeemed  their  notes  in  Boston  at  the  Suffolk  Bank. 

In  1841,  Governor  Page  believed  that  too  many  banks  had  been 
incorporated  in  the  State,  and  said  that  throughout  the  nation  pecula- 
tion and  fraud  of  such  aggravated  character  had  been  committed  by 
•  N.  BoutOD,  "  HUt.  Concord." 
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huiie  to  whom  the  mana^nient  of  these  institutions  wa«  intrusted  aa 
lo  become  tnil^  aJamiing.  Mo!«t  of  the  t>ankB  in  New  Hanipebire  had 
illilled  (heir  appropnate  duties  to  the  comui unity  with  a  considerable 
di>i;r«><>of  (ItWity.  He  referred  to  tiie  approaching  expiration  of  many 
'  ■  r'Ts,  and  said  that  tlie  I^egislature  would  liave  the  opportunity 

;;  Important  restrictions.     Under  the  charters  granted,  tlie 
iookliolders  were  liable  as  partners  for  tlie  debts  of  the  institution.     In 
•3,  when    niauy  applications    for    renewal  of  cliartcr  were  made, 
emor  Hubbard  hoped  this  security  would  not  be  given  up.     In 
SIS  the  nuuiber  of  bankij  in  the  State  had  by  failure  and  liquidation 
n  replaced  to  seventeen,  with  a  capital  of  l?l, 587,488,  and  circulation 
f  ?1.124,53l,  OS  a^inst  twenty-sLi  in  1841,  with  a  capital  of  jiS, 735,(100 
nlation  fl, 229, 708.     In  1843  the  circulation  of  State  banks  had 
wn  to  less  than  fl,0O0,O(K). 

ng  the  banks  which  failed  was  the  Concord  Bank,  which  as  has 
entioned,  wa«  chartered  in  1806.  By  the  original  act  the  stock- 
leirs  were  jointly  and  severally  liable  for  the  payment  of  the  bills 
c«iik1  by  the  institution,  but  when  the  charter  was  renewed  in  1824 
llib<  section  was  omitted.  Its  capital  was  f  100, 000  and  its  charter  had 
twcn  renewed  twice  by  the  Le^slature  and  did  not  expire  until  1846. 
Tlie  Bank  Coiumissioners  in  1841  stated  that  no  examination  of  the 
ffcffftifn  of  the  institution  had  been  made  from  1812  to  that  tmie.  In  1839 
Bftatcinent  of  the  debts  due  the  bank  was  made  by  the  Cashier  and 
laid  before  the  directors.  This  was  the  only  statement  ever  laid  before 
the  board,  and  gave  them  the  first  intimation  of  certain  large  debts  due 
Wie  ingtitntion  of  wliich  they  had  not  before  been  aware.  In  1840  the 
j^iWctors  got  certain  parties  to  give  a  bond  for  130,000  to  the  Suffolk 
^k  to  setmre  the  latter  for  redeeming  the  bills  of  the  Concord  Bank, 
■ito  indemnify  these  bondsmen,  gave  them  over  ^0,000  of  the  best 
pphties  in  the  institution.  This  bond,  not  being  satisfactorj'  to  the 
P^ffolk  Bank,  waa  changed  for  one  given  by  certain  atockliolders,  and 
"ecurities  to  indemnify  these  stockholders  were  increased  to  over 
On  obtaining  this  bond,  the  Suffolk  Bank  stopped  redeeming, 
ig  over  129,000  of  the  bank's  bills  already  redeemed.  After  deduct- 
'8  the  bills  in  the  Suffolk  Bank,  for  which  it  had  given  bond,  there 
tstauding  $59,000  in  bill.s.  The  deposits,  individual  and  bonk, 
ut  $70,000.  Out  of  *196,00O  bills  receivable,  the  Cashier  had 
'•rowed  directly  ^0,00<J,  and  as  surety  with  mdividuals  and  companies 
'*th  wluch  he  was  interested,  about  $90,000  more.  This  management 
Jdlcjates  tlie  inevitable  failure,  and  there  appears  to  have  been  no  way 
punishing  such  gross  misappropriation  of  the  funds  of  the  bank, 
cept  to  take  the  depreciated  property  of  the  individuals  concerned. 
*  the  time  of  its  failure  the  bank  had  about  ^83  in  specie. 

The  cri><i8  of  1809  caused  several  failures,  and  the  notes  of  these  banks 
''ewqnoted  in  Boston  at  a  discount  of  from  thirty  to  sixty  percent, 
he  Lancaster   Bank,  organized   in  1833,   had  ijSSO.OOO  capital  stock, 
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only  $12, 500  of  which  was  paid  ap  hi  cash,  stockholders'  notes  being  given 
for  the  balance.     In  1837  the  bank  had  $18,000  ontstanding  oirealation. 

In  the  case  of  the  failure  of  the  Wolfborough  Bank,  it  was  foond 
that  one  individual  had  borrowed  f  105, 000  out  of  a  total  loan  of 
$142,000,  without  any  security  except  a  lien  upon  previously  mortgaged 
real  estate.  Its  actual  available  means  were  about  $19,000  as  against 
$132,000  of  liabilities.  When  the  bank  was  incorporated,  in  1834,  the 
entire  capital,  $100,000,  was  paid  in  in  cash  by  the  subscribers,  but  was 
returned  to  them  on  the  same  day  as  a  loan  secured  by  a  pledge  of  the 
bank's  stock.  The  crisis  of  1837-39  reduced  the  nnmber  of  banks  from 
twenty-eight  in  the  latter  year  to  seventeen  in  1845. 

In  1847  Governor  Colby  thought  the  New  Hampshire  Btmking  Law 
aristocratic  in  its  operation,  and  that  the  unlimited  liability  of  the  stock- 
holders forced  the  whole  business  into  a  sort  of  legalized  co-partnership 
of  the  rich.  He  thought  the  laws  should  be  modified  to  give  more 
opportunity  for  investments  in  the  banking  business. 

When  the  National  banking  system  went  into  effect  in  1863,  there 
were  fifty-two  State  banks  in  operation  in  New  Hampshire  having 
$4,678,700  capital,  $4,192,034  circulation,  $1,725,866  deposits  and  $356,- 
000  specie.  By  1870  aU  but  three  of  the  State  banks  had  entered  the 
National  system. 

As  early  as  1799  a  law  was  passed  prohibiting  private  banking,  and 
notes  were  payable  unconditionally  at  place  of  issue.  A  later  act  made 
them  payable  in  specie  on  demand.  On  July  5, 1837,  a  law  was  approved 
providing  for  a  Board  of  Bank  Commissioners  to  supervise  the  banks  of 
the  State.  When  the  banking  laws  were  revised  in  1842,  unchartered 
banks  were  still  prohibited,  and  notes  were  to  be  payable  in  specie  on 
demand.  No  notes  were  to  be  issued  of  a  less  denomination  than  one 
dollar,  and  the  circulation  was  limited  to  four-fifths  of  capital  stock. 
If  a  bank  failed  to  pay  in  specie  it  thereby  forfeited  its  charter.  Quar- 
terly reports  of  condition  were  to  be  made  by  the  banks.  By  the  act 
of  June  27,  1857,  banks  were  prohibited  from  commendng  business 
until  all  the  capital  has  been  i>aid  up  in  cash. 

State  Banks.* 


TBAB8. 

Ho.  of 
banks. 

Zoant  and 
diteountt. 

Spteie. 

Capital 
itock. 

«2,4&4.308 

l>epotiU. 

1884 

24 

$3,460,820 

$864,390 

•1,068,146 

9314,971 

1839 

28 

4,476,442 

187,961 

2,939,500 

1,610.691 

622.036 

1844 

19 

2,760,009 

137,263 

2,008,208 

1,091,814 

394.778 

1849 

23 

8,779,609 

166,707 

2,178,000 

1,608,608 

MS.629 

1864 

36 

6,891,621 

176,484 

3,626,000 

3,079,648 

776,41» 

1869 

62 

8,691,688 

265,278 

6,016,000 

8,271,183 

1,187.991 

1863 

62 

7,613,869 

386,000 

4,678,700 

4.192,034 

1,79«.M«>6 

*  After  1888  the  State  banks  were  practically  merged  Into  the  Natlooal  ajratem. 


NBW  BSOLASJ)  STATES. 


341 


The  State  banks  of  New  Hamphire  have  been  almost  wholly  merged 
into  the  National  system,  or  have  gone  out  of  business,  bat  there  are  a 
nnmber  of  Savings  banks  operating  under  State  laws.  Their  history  is 
given  in  the  following  pages. 

National  Batiks. 
Figures  are  In  thousands  of  dollars. 


Datb. 

^1 

Lomu 
emintt. 

V.  8. 
bondt. 

Cath 

andeoBh 

U*m«. 

Capital. 

aurpUu 

TMM- 
vided 
profitt. 

1 

P 

IHM- 
vUhua 

186S_ 

1 

40 
43 
46 
49 
49 
61 
61 

$87 

4,364 

6,636 

6,647 

8.637 

10,160 

10,919 

11,268 

•63 
6,982 
6.621 
6,661 
6,361 
4.137 
8.864 
4,780 

$880 
800 
867 

1,026 

1,194 
869 

1,041 

$100 
4,786 
6.136 
6.740 
6.166 
6.205 
6,180 
5,880 

$601 
910 
1,031 
1,198 
1,407 
1,648 
1,419 

$430 
683 
689 
660 
786 
769 
645 

186a 

I87S 

187M. 

1888- 

1888. 

189»_ 

1898 

$4,266 
4.656 
6.048 
6.278 
8.277 
8.266 
3.494 

$2,068 
2.899 
8.166 
4.983 
6.862 
7.931 
9,928 

SAVINGS  BANKS. 

Probably  no  State  has  had  such  a  varied  experience  with  Savings 
banks  as  New  Hampshire.  The  mutual  Savings  bank  has  been  in  exist- 
ence since  the  beginning  of  these  institutions  in  1823,  the  guaranty  or 
stock  Savings  bank  since  1871,  and  the  Savings  bank  department  of 
trust  companies  since  1885.  Investments  were  practically  unrestricted 
until  1893,  and  legislation  for  the  control  of  Savings  banks  and  the 
regolation  of  the  character  and  amount  of  their  purchases  was  fitful 
until  two  years  later.  The  Savings  institutions  of  New  Hampshire  have 
paid  the  highest  rate  of  dividends  and  the  largest  tax  on  deposits  of 
any  Savings  banks  in  the  country.  The  deposits  have  been  the  most 
per  capita  of  any  State  in  the  Union,  and  for  several  years  New  Hamp- 
shire stood  fifth  in  rank  in  the  United  States  in  the  amount  of  her 
savings  deposits,  being  exceeded  only  by  New  York,  Massachusetts, 
Connecticut  and  California.  The  State  has  received  more  in  taxes  from 
the  Savings  bank  deposits  since  1863  than  from  any  other  one  source, 
and  in  1893  the  deposits  of  the  SaArings  banks  were  quadruple  the  value 
of  all  the  railroad  property  of  the  State,  including  rolling  stock  and 
equipment,  four  times  the  value  of  the  manufacturing  plants  of  the 
State,  and  equal  to  two-thirds  of  the  value  of  all  the  lands  and  build- 
ings of  the  State.  The  Savings  bank  tax  on  resident  deposits  is  divided 
among  the  towns  of  the  State  in  the  proportion  that  the  deposits  of 
their  inhabitants  bears  to  the  total  deposits,  and  before  the  redaction 
of  the  tax  in  1895  it  was  sufficient  in  nearly  all  the  towns  to  pay  their 
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Stat«  tax.    The  tax  on  non-resident  depottits  goes  to  the  liteimry  fnnd, 
and  has  been  a  most  valaable  contribntion  to  the  common  schools. 


ErrECTS  of  the  Pawic  of  189S. 

The  panic  of  lft93,  owing  to  the  character  of  the  investments,  menaotid 
every  Savings  bank  of  the  State  as  lilte  institutions  havo  at  no  time 
and  in  no  place  been  menaced ;  and  for  a  period  of  a  few  niuuthx  it  won 
not  thought  possible  for  more  than  a  few  of  the  BtrongeHt  institutii>u» 
to  weatlier  the  storm.  Yet  a  large  majority  of  the  baiiky  passed  safely 
throogh  the  criHis,  and  tliere  are  several  uf  tbetie  inxtitutionii  to-day 
whici)  in  solidity  and  strength  are  not  surpassed  by  any  similar  iustita- 
tions  in  the  country.  For  the  decade  from  1680  to  1890  there  waa  a 
great  augmentation  of  Savings  banks  and  Savings  institutions,  occft- 
dioned  by  the  belief  that  guaranty  or  stock  Savingti  banks  would  be* 
source  of  great  proflt  to  the  stockholders.  Charters  were  gruntM  by 
the  Legislature  beyond  the  needs  of  the  people  and  the  want-s  of  tlw 
community,  and  deposits  flowed  into  the  State  because  of  the  high  rat* 
of  dividends  paid.  There  was  a  rivalry  of  Savings  .banks  to  secun* 
deposits,  and  they  werct  invited  by  advertisements  of  the  giiarnnteed 
rat«H  of  dividends  paid.  Following  the  summer  of  1893,  institution  aft*r 
institution  was  put  under  injunction  until  more  than  one-fourth  of  (bf 
entire  number  were  in  the  hands  of  the  court ;  yet  there  was  not  during 
all  this  time  any  general  run  on  the  Savings  banks  of  the  State.  The 
weak  banks  and  the  unnecessary  institutions  went  into  liquidatwo, 
while  the  strong  banks  passed  through  the  storm  with  public  cnnfldeuce 
unimpaired.  It  requiriKl  this  experience  to  convince  the  Legislature 
that  large  dividends  and  large  revenue  from  taxes  were  not  tiie  sole 
indications  of  prosperity  and  stability,  and  that  well-guarded  Uu««*  of 
inve«ctnients  and  well-devised  rules  of  control  were  a»  obligMory  oo  Ibd  j 
Stat«  t%»  the  chartering  of  these  institations. 

Thk  First  Savtwqs  Basks  Chaktkrbd. 

Seven  ynars  after  the  first  Savings  Iwnk  was  charterwd  In  thU 
conntry  two  were  chartered  by  the  New  Ilninpehire  Legislatars,  ttw 
Portsmouth  Savings  Bank,  at  Portsmouth,  and  thi<  Strafford  8«Tiii||B 
Bank,  nt  l>ovcr.  Philanthropic  motives  were  the  luuds  of  tbdr  inaap- 
tion.  Manufacturing  establi-shuients  were  nmitiplyiug  in  tlttt  8lA(», 
families  were  drawn  front  the  niral  communitiMs  to  the  villa^M 
of  the  opportunities  for  employment;  men,  women  and  chOdran 
working  in  the  mills  and  dunng  such  employment  were  receiving  aad 
spending  larg^T  wages  than  ctjuld  be  obtained  on  tbe  farm.  There  wtfv 
|N>ricMbi  of  buBiuess  a4lv('niity  which  threw  these  people  out  of  MBflogr- 
ment,  arid  improvidence  In  prosfxrit  ,v  brouKht  as  a  eeqttfil  mflaftaffB 
tinwe  of  tlnuncial  di'prt-fwion.  I'aii(iertttui  was  prevalent^  and  as  a  nifv 
Of  tbtevU 
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itK  of  tlirift  and  independence,  and  well  they  have  served  the  pur- 

u(  their  creation. 

Four  years  earlier,  in  1819,  the  first  attempt  was  made  in  New 

iipchire  to  obtain  a  charter  lor  a  Savings  bank,  the  petition  coming 

>m  the  citizens  of  Portsmouth.     A  bill  wa«  introduced  in  the  liouse 

passed  that  body,  but  was  defeated  in  the  Senate.     There  is  noth- 

tn  the  records  of  the  Legislature  or  in  the  newspapers  of  the  times 

indicate  why  the  bill  failed  to  receive  the  approval  of  the  Senate,  but 

1833,  when  the  charter  for  the  Portsmouth  Savings  Bank  was  passing 

ugh  its  various  !<tagefi  in  the  house,  a  leading  ujcuiber  reintu-ked 

t  as  the  principles  of  the  bill  were  npw  and  required  some  fonsidera- 

lie  moved  that  it  be  referred  to  the  judiciary  committee.     It  was 

bably  conservatisTu  in  dealing  with  the  untried  that  postponed  for 

t  sears  the  chartering  of  Savings  banka  in  New  Hampshire.     The 

for  both  the  Portsmouth  and  Strafford  Savings  Banks  were 

at  the  same  sesaion  in  1823,  and  the  bills  for  both  pa.'<sed 

t  debate;  in  either  body  of  the  Legislature,  and  were  approved 

rlie  (lovemor  respectively  June  26  and  July  1.     The  Portsmouth 

viiiunt  Bank  received  its  first  deposit  August  20,  1823,  and  the  Straf- 

(1  Savings  Bank  February  28,  1824.     They  are  still  In  existence,  and 

two  of  the  strong  Savings  banks  of  the  State. 

These  two  charters  were  granted  in  perpetuity,  but  the  practice 

•r?afteT  was  not  uniform.     For  a  time  the  limit  of  twenty  years  wa« 

jfiheeA  upon  these  grants,  and  they  were  renewed  by  the  Legislature 

>pi>n  expiration  until  1883,  when  all  Savings  bank  charters  were  made 

pwpetual.     From  1823  to  1871  all  charters  were  mutual,  the  depositors 

pcnving  all  the  profits  and  bearing  all  the  losses  incident  to  the  invest- 

*iit  of  their  deposits.    These  charters  contained  few,  if  any,  restrictions 

fyond  limiting  tJie  holdings  of  real  estate  and  prohibiting  the  issue  of 

Irreocy  and  tlie  payment  of  any  compensation  to  the  ofllcers  except 

I  the  Treasurer  or  Secretary.    The  corporation  was  authorized  to  make 

f  law."!,  and  some  of  the  early  Savings  banks  were  given  authority  to 

Iteive  deposits  of  money  and  "other  personal  property"  under  such 

nditions  as  the  by  laws  might  prescribe.     It  is  pos.'iible  that  there  was 

Ponteuiplatiun  that  the  strong  box  of  the  Savings  Imnk  would  be  used 

'  0  ««if(>ly-dei)osit  vault  for  tie  storage  of  plate  and  other  valuableM, 

"  if  so,  there  does  not  appear  to  have  been  any  general  use  of  the 

'oe  for  tliis  purpose,  or  tlutt  the  banks  derived  any  profit  therefrom. 

■•f  books  and  accounts  were  to  be  open  to  the  inspection  of  the 

l>tepi)Of  of  the  State,  any  Justice  of  the  Supreme  Court  of  Judicature, 

to iuiy  committee  of  the  Legislature  appointed  for  that  purpose  by 

•ler  bou«e. 

lHi>3  ti>  1S38  six  additional  Savings  thanks  were  chartered,  only 

which  are  now   in  operation.     The  E.xeter  Savings  Hank,  at 

'ter,  was  the  third  Savings  bank  in  the  State  to  be  chartered,  in 

,  nad  it  was  the  Qrst  to  foil  and  close  it<i  doors.     No  supervision  of 
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tbe  Savings  banks  was  attempted  by  the  State  until  the  Exeter  Bank 
got  into  difficulty  about  the  year  1841.  Tbe  Legiitlature  of  that  year 
parsed  a  Joint  resolution  making  it  the  duty  of  the  Bank  CommiKriontTH 
of  the  State,  wlio  then  had  siipervision  of  discount  banks,  to  make  an 
exainiiiution  of  the  Savings  honks  whenever  directed  by  tbe  Oovemor. 
and  report  their  findings  to  him.  The  Governor  wa«  ab<o  authorized  to 
appoint,  with  the  adviee  of  the  council,  one  or  more  suitable  perMou*  aa 
trustees  to  take  poeseseiou  of  any  Savings  bank  not  properly  conducted; 
by  its  own  officers,  and  to  close  up  its  affairs.  In  accordance  with 
authority.  Governor  Hubbard,  in  1842,  appointed  three  trustees  to  take 
possession  of  tbe  Exeter  Savings  Bank.  These  trustees,  having  quali- 
fied, made  a  demand  upon  the  officers  of  the  Exeter  Bank  for  its  pro- 
perty, but  their  right  to  take  possension  was  disputed  by  the  Saving* 
bank  officers.  The  State  trustees  immediately  filed  a  bill  in  equity  to 
obtain  possession  of  the  property,  and  a  temporary  injunction  was 
granted  by  the  court  restraining  the  corporate  trustees  from  meddling 
with  the  property  of  tJ»e  biuik  until  a  hearing  «»ould  be  had.  At  tbe 
hearing  in  December  of  that  year,  the  injunction  was  di.<««lved,  the  bill 
dismissed,  and  the  State  trustees  reported  the  facts  to  the  (Jovemor, 
announcing  that  by  the  decision  of  the  court  they  were  relieved  of  aojr 
further  duty  in  the  premises.  Although  the  State  trustees  failed  to  get 
poaMBsion  of  the  prop>erty  of  the  Exeter  Savings  Bank,  its  affairs  were 
Mooa  after  wound  up  by  its  own  offlverx. 

The  failure  of  the  Exeter  Savings  Bank  checked  the  granting  of 
charters  for  Savings  banks  for  f>eveml  years.     In  the  years  184S 

1844  applications  were  made  for  oharters  for  the  Amoakeatt  Sa' 
Bank  at  Manchester,  the  Soniemworth  Savings  Bank  at  Sum 
and  tbe  Walpole  Savings  Bank  at  Walpole.     Altliough  the  bills  fur 
these  charters  passed  the  House,  they  were  defeated  in  the  Senate.     In 

1845  tbe  Somersworth  Savings  Bank  obtaiiifd  a  charter  for  a  term  of 
twenty  years,  and  in  1849  the  Wnlpole  Savings  Bank  was  hiixjrponite<d. 
but  did  not  then  take  advantage  of  its  charter,  and  it  wan  not  until 
18S2  that  the  Amoskeag  Savings  Bank  secured  its  charter,  althoui^  in 

1846  a  charter  was  granted  for  a  Savings  bank  at  Manchester,  to  br 
oallod  the  Manchester  Savings  Bank. 

Growth  or  SAvmos  Baitk  Drposits. 

Tbe  growth  of  deposits  for  tbe  first  twenty-five  years  of  the  history 
of  Savings  banks  in  New  llaiupehire  was  very  slow,  in  I8&0  tlui  total 
depoaiu  were  only  f  1,600.000.  Forty-three  years  lat«r,  In  1880,  tJw 
total  deposits  of  the  Savings  banlts  alone  were,  In  ftmod  nuiubank 
176,000.000,  while  the  savingo  deposit*)  of  tnist  oompaniM  auKMmled  to 

two  mi''  re.     June,  lftft3,  was  the  high-w  <-iofHar- 

ingibiii  I  New  llani(ii>hirr.     Since  then,  <>v  ha  patik 

of  that  ytiar,  unfortunate  investments  in  the  West,  the  neoimmxj  radur- 
ti.iti  i.f  •iit'ii^iifniia  owing  to  llie  decrease  in  intereat  iwtea.  and  Um  lafip 
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X&x  bnpotieii  by  the  Stat«  on  Savings  bank  deposits,  there  baa  been  a 
\irfgt  decrease  in  the  volume  of  deposits,  together  with  the  failure  of 
qiiile  a  number  of  Savings  institutions.  Prom  1850  to  1S93  there  was  a 
««ady  increase  of  deposits,  witli  the  exception  of  four  years,  1858, 1874, 
1S7^,  and  1879.  The  nuiul)er  of  Savings  biinks  in  1850  was  twelve;  in 
S93  there  were  seventy.  In  1850  the  total  deposits  of  the  Savings 
mnltsof  the  State  were  ?1, 600,000,  In  1893  there  were  twenty-three 
Invings  bank^  that  had  deposits  of  over  one  million  dollars  each;  ten 
rith  depoeita  of  over  two  millions  ;  five  with  deix)9ita  of  over  four 
lillions,  and  one  with  deposits  of  over  seven  niillionn.  In  1850  there 
rer*  13,000  open  accounts  in  the  Savings  banks  proper.  In  1893, 
bere  were  174,f)00.  In  1850  the  average  to  each  account  was  ^125;  in 
hm  it  was  $125.  In  1850  the  deposits  avera^fed  to  each  person  in  the 
Itate  $5.10;  in  1893  the  average  was  (200.  For  a  period  of  several 
rears  prior  to  1893  New  Hampsliire  had  t!je  largest  amonnt  of  Savings 
Mink  de|>oMitB  per  capita  of  any  State  in  the  Union. 

In  1898  there  were  but  fifty-two  Savings  banks  in  active  operation, 
kud  the  total  amount  of  deposits  was,  in  round  numbers,  $50,000,000; 
iwelve  Savings  banks  had  more  than  one  million  deposits  each,  six  had 
ver  two  millions  deposits,  five  over  three  million  deposits,  four  over 
rar  million,  two  over  five  million,  and  one  over  seven  million.  There 
rre  tlilrty  Savings  banks,  and  tru.st  companies  with  Savings  bank 
epartments,  that  were  under  temporary  or  permanent  injunction  of 
eourt.  Some  of  these  are  undergoing  reorganization;  but  the 
der  are  in  voluntary  or  forced  liquidation.  There  are  six  trust 
banking  companies  with  Savings  bank  departments  that  are  now  in 
ration,  and  their  savings  deposits  amount  to  91,842,578.37.  The 
inml)er  of  open  accounts  of  the  Savings  banks  proper  in  1898  was 
!0,3S2,  and  the  number  of  these  account*  in  the  savings  departments 
trust  or  banking  companies  was  6,131.  Of  these  accounts  in  the 
vings  banks  those  aggregating  tSOO  or  less  were  93,009;  those  over 
00  but  not  exceeding  $1,000  were  14,495;  over  $1,000  but  not  exceed- 
g  *2,000.  8,679:  over  ^,000  but  not  exceeding  $5,000,  3,648;  over 
but  not  exceeding  $10,000,  491 ;  over  $10,000,  sixty.  In  the  savings 
ments  of  the  trust  companies  the  size  of  the  accounts  i.s  relatively 


irters  for  the  mutual  Savings  banks  provided  for  a  corpora- 
ju  which  elected  trustees,  to  whom  w*i8  given  the  management  of  the 
titution.     These  trustees  were  elected  annually,  and  in  turn  chose 

lie  President  and  Treasurer  and  executive  officers  of  the  bank.  The 
istees  were  .selected  as  a  rule  from  among  the  successful  business  men 

>f  the  community,  and  as  they  received  no  compensation  for  their  ser- 

ffipes  the  office  of  trustee  come  to  be  regarded  as  an  honorary  position, 
iferrlng  a  certain  mark  of  distinction  and  public  confldenue.  In  the 
rly  history  of  these  institutions  the  deposits  were  mainly  the  savings 

\i  people  of  snieill  incomes  who  were  not  qualified  to  make  Judicious 
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investment  of  their  savings.  The  volume  of  deposits  was  small,  and 
the  burden  and  responsiibility  rei<tiDg  upon  the  trustees  was  light.  The 
general  uianagenient  of  the  bank-s  was  conservative.  Years  lator,  when 
the  deposits  a{;i<rregated  millions,  and  the  Savings  banks  were  tised  hj 
people  of  means  as  a  place  of  deposit  and  investment,  the  labor  devolv- 
ing upon  the  tru»*tee.s  became,  in  some  inHtonoes,  quite  a  tax,  and  the 
duty  that  wa.s  once  cheerfully  borne  bec'auseof  the  philanthropic  char- 
acter of  these  infttitutions  was  delegated  to  the  executive  offlcers  or  \» 
coinmittees,  or  to  the  Treasurer,  or  neglected  altogether.  It  was  then 
seen  that  the  provisions  of  the  charters  that  trustees  should  not  receive 
floni|>ensation  for  their  B<>rvices  worked  to  the  disadvantage  of  the  bjinks. 
But  it  was  not  until  1881  that  this  prohibition  in  the  charters  was  rt?m- 
edied  by  the  Legislature,  and  the  Su\ings  bank  trustees  were  author- 
ized to  pay  themselves  and  the  President  of  the  bank  reaituDable  euni- 
pensatiou  for  services  rendered. 

OHOANIZATIOH   of  QnARAHTT  8ATI»08    BAHK8. 

Repeated  failures  of  Savings  banks  through  the  neglect  of  trustcaw 
to  attend  to  their  duties  was  one  of  the  reasons  assigned  for  the  in^tab- 
lisluiK'ut  of  gi^axauty  Savings  banks,  stjcalled.  The  finit  of  tliLs  clasi 
of  Savings  Imnks  was  chartered  in  1^71.  The  cliarters  provide<l  for  a 
peruuinent  paid-in  guaranty  fund,  to  be  at  all  times  equal  to  ten  p«r 
cent,  of  the  deposits,  which  oould  not  at  any  time  be  reduced  below  that 
permnitAge.  and  no  part  of  it  oould  be  withdrawn  except  by  permisston 
of  the  Bank  Commissioners.  Two  classes  of  defMsitors  were  created — 
the  uwuem  of  the  guaranty  fund  or  capital  stock,  who  were  called  spe- 
ciiU  depositors,  and  the  general  depositors,  who  were  the  same  as  depas- 
itom  In  uHitual  Savings  biuiks.  To  tlies«  special  depooitors  was  given 
the  control  of  the  management  of  the  bank,  and  they  electa  the  lrxi»> 
tees  who  invested  its  funds.  All  profits  in  excess  oi  a  fixed  rale  of  dlv> 
idend  to  the  general  depositont  went  to  the  stockholders,  or  owum  of 
the  guaranty  fimd.  In  nearly  all  the  charters  for  guaraitty  Saviogs 
banks  the  rat«  of  dividends  to  the  general  depositors  could  not  lie  Isv 
than  four  i>er  cent.,  a  defect  which  was  afterwards  cured  by  goMSfaJ 
ItgisUtlod.  One  of  the  earUest  of  tb««  Savings  banks  was  so  sows— 
ftil  in  Its  investments  that  it  not  only  paid  the  guaranteed  rale  of  divi- 
deud  to  the  general  de|)ositort>.  but  extraordinary  profits  tu  itii  atuck- 
holdero.     Its  success  led  to  a  large  Domber  of  applioati'  u* 

lif  eliarters,  not  a  few  of  them  coming  from  looditlBS  ^v  tas 

no  demand  for  additional  Savings  bank  farUltlos.  It  wan  urged  in  br- 
half  of  this  class  of  l>aiik«  that  Uie  owners  of  the  stock  or  guaranty 
fuml,  having  a  ttuanclal  Interest  In  the  success  of  the  institutkm.  would 
Ijo  wore  careful  in  making  Investments,  and  that  in  addition  to  the  pi«> 
tccticm  afforded  to  Uie  general  depositors  by  thn  goaraatf  f  uiul,  lher« 
would  be  \mm  failures  beoaoM  of  the  conservatire  loaiiagviiient  Urns  as- 
cured.     It  was  a  takiiur  anniment  with  the  Lsgislatttre,  and  for  UMarty 
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decades  this  was  the  only  kind  of  Savings  bank  charter  granted. 

>wiu  about  this  time  that  the  Savings  banks  were  banning  to  invest 

I  the  West,  where  high  rates  of  Interest  were  paid.     Rates  on  western 

I  to  the  eastern  investor  ranged  all  tlie  way  from  seven  to  twelve 

r  cent.,  and  after  paying  four  or  five  pier  cent,  dividend  to  the  general 

K)Mtore  there  was  a  large  amount  of  profit  to  the  stockholders.     So 

:  n»  tlje-se  high  rates  prevailed  in  the  West  and  good  judgment  was 

i-rcised  iu  making  investments,  the  guaranty  Savings  banks  seemed 

I  jtujtify  their  creation,  but  in  the  long  run  it  was  found  that  the  stock- 

olders  were  more  earnest  to  make  profits  on  the  capital  stock  they  had 

iTest<!il  thuu  to  look  aft«r  the  safety  of  the  general  deposits  which  they 

Hiunteed.     Soon  came  surpension  and  failure. 

In  1B95  a  teet  was  made  in  the  Legislature  against  the  granting  of 
|ty  more  guaranty  Savings  bunk  cliarters,  and  since  that  time  all  char- 
\  for  Savings  banks  have  been  of  the  mutual  character.  In  lfi93  the 
ok  Comuiissioners  protested  against  the  granting  of  trust  company 
I  with  Savings  bank  privileges,  and  since  that  time  charters  for 
ling  a  discount  bank  business  and  a  Savings  bank  business  have 
kept  separate.  None  of  the  guaranty  Savings  bank  charters 
ut^  since  1889  have  been  used  by  the  incorporators.  This  olai*s  of 
krini^  banks  was  popular  for  a  period  of  twelve  years.     What  might 

tre  been  their  history  under  wise  laws  regulating  the  investments  of 
rings  bunks,  it  is  impossible  to  tell.  There  is  today  no  demand  for 
bell  cliarters.  In  the  condition  of  affairs  that  existed  from  1871  to  1893 
I  i»now  clear  that  they  never  ought  to  have  been  chartered.  The  ex- 
erieiice  of  New  Hampshire  has  demonstrated  that  the  original  theory 
|f  a  Savings  bank  is  the  correct  one  in  practice. 

Thdst  Companibs. 

I»  1885  began  the  chartering  of  trust  companies,  so-cailed.  The  early 
Pe«  were  created  for  the  purpose  of  doing  a  western  loan  business,  but 
w  ptuviaions  of  the  charters  were  bo  hberal  that  they  were  soon  con- 
■"ed  as  giving  authority  to  do,  iu  addition,  both  a  local  discount  and 
I  bank  business.  The  capital  invested  was  the  sole  protection  of 
ried  interests.  Some  of  the  larger  ones  not  only  bought  and 
Ktern  loans,  guaranteeing  a  considerable  amount  of  those  sold, 
lufd  del>eutare3  on  their  own  securities  placed  in  trust,  but  also 
i*cd  and  secured  quite  a  Une  of  business  and  savings  deposits.  In 
'''^  the  commissioners  procured  the  passage  of  a  law  requiring  these 
^pauies  to  conduct  their  Sav-ings  bank  business  as  a  separate  depart- 
^Dt,  and  making  !t  amenable  to  the  Savings  bank  laws  of  the  State, 
•"ch  especially  re<iaired  them  to  create  a  guaranty  fund  out  of  their 

As  Boon  aa  these  charters  were  construed  as  giving  authority  to  do 
^h  a  Sa\'ing8  bank  and  discount  business  there  were  a  number  of  ap- 
ins  made  f'>r  rlifin  froiu  small  towns  having  no  banking  facilities 
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and  deeiring  both  a  dkcount  bank  and  a  Savings  bank.  Witt)  four  ex- 
ceptions the  charters  granted  were  used  solely  for  theae  two  purposes. 
The  comiuissionera  opposed  the  granting  of  this  form  of  charter,  and  lu 
1898  Buooessfully  defeated  an  attempt  to  aeeure  anotlier  at  the  handu  of 
the  Legislature.  The  applicants  were  obliged  to  accept  twodistiuet 
charters,  one  for  a  diHCOiint  bank  and  one  for  a  Savings  bank,  neither  o( 
which  was  used.  Since  then  no  attempt  has  been  made  to  seonra  ooe 
of  these  charters.  The  reports  of  those  now  in  existence  show  two  dis- 
tinct departments,  the  investments  of  the  savings  department  being  in 
accord  with  the  law  regulating  investments  ;  and  the  court  has  held, 
in  the  case  of  those  in  liquidation,  that  the  savings  depositors  bad  a 
prif>r  lien  on  the  assets  of  that  department.  There  are  now  six  of  them 
in  operation  ;  but  tlieir  aggregate  deposits  are  less  than  f2.(K¥),C 
nearly  half  of  the  aggregate  being  in  one  institution. 

LiMiTATioss  Upon  Ixvkstmbnts. 

As  remarked  in  the  intniductory  paragraph  of  this  artlcJe, 
tion  In  New  Hampshire  for  the  government  of  Savings  banks  and  the 
regulation  of  their  investments  was  fitful  up  to  the  year  1895.  If  a  Sav- 
ings bank  got  into  dJfBculty  through  the  mismanagement  or  dtshoneflSy 
of  Its  officers,  or  through  improper  investments,  the  next  Legislature 
wafl  besought  to  enact  a  specific  law  to  remedy  the  particular  trouble. 
These  spasmodio  statutes  were  added  to,  amended  and  repealed  •■  fnfha* 
enoe  was  brought  to  bear  upon  the  Legislatiire.  Severe  penalties  we 
Imposed  for  certain  palpably  dishonest  transactions,  but  it  was  not  nxitQ 
1869  that  any  attempt  was  made  to  regulate  the  investments  of  Sav- 
ings banks.  Then  a  law  was  parsed  requiring  one-half  of  the  deposits 
of  any  Savings  bank  to  be  invested  in  securities  within  the  State.  FIts 
7«an  later  this  was  supplemented  by  an  act  which  forbade  Savings 
banks  Investing  any  part  of  their  deposits  in  the  stock  of  any  raOway 
or  manufacturing  corporation.  These  two  acts  remained  nnchanyd 
until  1H81,  when  they  were  repealed,  and  in  place  thereof  the  following 
law  WAS  passed  : 

'*  No  livings  bank  shall  loan  to  any  person  or  oorportion.  ftnn  and 
its  individual  members  an  amount  in  excess  of  ten  per  cent,  of  the  de- 
[msits  and  accumulations  of  such  Savings  bank,  nor  pnrcliAsr  or  hold 
both  by  way  of  investment  and  as  security  for  loans  the  sl<>ck»  and 
bonds  of  any  corporation  to  an  amount  in  excess  of  such  t<'n  per  wmt." 

For  the  next  ten  years  this  was  the  only  limitation  pliwtHl  upfw  Sav- 
ings bank  investments,  and  this  decade  was  the  one  in  wtiloh  tiie  mania 
for  western  Investment  was  at  its  height. 

The  law  of  1869,  wtiich  forbade  the  investment  of  more  tiian  ooe- 
half  of  the  deposits  outside  of  the  Statr,  was  M'ldoni  cnfon^ed,  and  sooo 
becmme  a  dead  letter,  The  law  of  1H81  was  pnurt it-ally  no  n*«trirtiaa 
upon  investments.  Tlie  liniitntion  of  UivcMment*  in  stcwks  and  bond* 
to  t«u  pur  cent,  of  the  depotUtx.  while  it  prevented  the  putting  oC 
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tli«  «ggs  Into  one  basket,  did  not  sliut  oat  a  class  of  pnrchases  which 
were  entirely  foreign  to  the  business  of  a  Savings  bank 

TLm  earliest  western  venturer  of  Saviiif<8  banks  were  in  fanu  loans, 
.nd  in  tliis  for  a  time  a  profitable  business  was  transacted.  If  these 
vw(ttiii'nta  had  been  confined  to  a  limited  area  in  the  West,  and  bad 
n  ujaiie  with  the  saraecare  that  like  loaiw  were  made  at  home,  little 
Iroubie  would  have  resulted  therefrom  ;  but  so  large  were  the  early  re- 
;nms  and  so  profitable  were  these  investments  to  both  corporations  and 
Ddividnals,  that  Savings  bank  officers  began  to  look  upon  all  western 
cans  and  securities  as  equally  good,  and  the  funds  of  New  Hampshire 
Avirigs  hanks  were  sought  for  the  promotion  of  all  kinds  of  enterprises 
1  the  West.  During  this  period  tlie  deposits  grew  from  about  thirty 
nillion  dollars  to  seventy  milUon  dolhtrs.  The  Savings  banks  were  gen- 
jrally  pt\y\ng  five  per  cent,  dividends  to  their  depositors.  The  State 
ira^  reaping  a  handsome  Uicome  from  its  tax  on  Savings  bank  deposits. 
Interest  and  dividends  on  western  securities  were  regularly  paid,  and 
;he  people  of  the  State  were  led  to  bi>lieve  that  this  seeming  prosperity 
inA  a  sure  foundation.  Although  tlie  Bank  Commissioners  sounded  a 
Hxning  note  as  early  as  1888,  and  repeated  their  admonitions  in  each 
ncscessive  report.,  it  was  impossible  to  secure  legislative  action  until  dis- 
ister  had  overtaken  the  banks.  An  attempt  was  made  in  1891  to  secure 
lie  co-operation  of  the  banlu  in  the  passage  of  leginlation  which  the 
Kst.  of  financiers  deemed  to  be  necessary  ;  but  notliing  came  of  it,  and 
t<int.'itive  measure  Introduced  early  in  the  session  for  the  purpose  of 
dling  attention  to  the  subject  wus  indefinitely  postponed  without  de- 
>ftte,  about  the  middle  of  the  session.  The  Bunk  Commissioners,  how- 
jver,  went  before  tlje  joint  committee  of  both  branches  of  the  Legisla- 
whjch  had  in  clwrge  the  work  of  the  commissioners  appointed  to 
and  codify  the  statutes,  and  asked  them  to  insert  some  restric- 
In  the  revision  of  laws.  It  was  towards  the  close  of  the  session, 
'he  time  was  too  short  in  which  to  frame  a  detailed  investment  law, 
d  this  committee  confined  itself  to  making  certain  limitations  of  in- 
vestments and  certain  prohibitions. 

Mild  as  were  its  pn»ision8,  it  was  strenaoosly  objected  to  by  some 
U  the  Savings  bank  officials,  and  would  have  been  strongly  opposed  in 
-latnre  if  opportunity  had  been  afforded  for  discussion.     The 
•  on  revision  of  the  statutes  did  not  submit  its  report  until  the 
•ek  of  the  session.     That  report  comprised  nearly  three  hun- 

!  udments  to  existing  laws,  and  it  had  to  be  adopted  or  rejected 

its  entirety,  or  the  legislative  session  prolonged  for  several  weeks, 
eluded  with  these  amendments  were  the  Sa\^gs  bank  provisions  re- 
ed to  above,  and  thus  tlie  first  effective  restrictions  on  Savings  bank 
merits  were  secured. 

e  change  in  public  sentiment  during  the  next  four  years  was 

although  the  Legislature  of  189S  did  nothing  for  the  relief 

banks,  the  Legislature  of  1895  wa£  ripe  for  action.     That 
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year  the  Bonk  Commissioners  prepared  two  bills,  whieh  were  presented 
to  the  Legislature  by  the  chiurman  of  the  board,  who  was  a  member  of 
the  Hoase — one  regulating  the  management  of  Savings  banks,  and  the 
other  defining  their  investments.  Both  bills  were  passed  in  substan- 
tially the  form  in  which  they  were  presented,  and  are  the  law  to-day 
with  only  slight  modifications.  Almost  no  opposition  was  made  to  their 
passage,  for  it  would  have  been  fruitless  if  it  had  be^i  attempted.  A 
large  number  of  Savings  banks  were  under  injunction,  and  there  had 
been  a  large  withdrawal  of  deposits  therefrom.  The  investment  law 
has  worked,  in  the  main,  very  satisfactorily.  Very  few  complaints  have 
been  made  of  its  operation.  Its  provisions  are  much  more  liberal  than 
the  Massachusetts  statute,  and  offer  larger  latitude  for  investments  out- 
side the  State.  This  is  necessarily  so,  because  there  is  not  the  home 
demand  for  money  in  New  Hampshire  that  there  is  in  Massachusetts. 

It  was  this  lack  of  local  demand  for  money  which  first  sent  the  Sav- 
ings bank  officers  to  the  West  for  investments.  It  is  too  early  even  now, 
although  six  years  have  intervened  since  the  panic  of  1893,  to  write  dis- 
passionately of  the  western  investments  for  New  Hampshire  Savings 
banks.  Much  has  been  said  in  a  critical  spirit  of  these  investments 
which  is  not  justified  by  the  facts.  Savings  bank  officers  and  western 
people  have  been  very  frequently  unjustly  criticized.  That  the  business 
was  overdone  and  frequently  recklessly  done,  cannot  be  disputed.  This 
was  equally  true,  though  in  smaller  amounts,  of  investments  nearer 
home.  The  first  experience  of  individuals  and  corporations  in  the  West 
were  so  generally  successful  and  profitable  that  one  after  another  con- 
servative financiers  connected  with  the  Savings  banks  of  New  Hamp- 
shire yielded  to  the  general  impulse  and  purchased  of  this  class  of 
securities.  Like  any  popular  mania  it  could  not  be  restrained  until 
trouble  was  brought  forcibly  home  to  the  investors.  The  Savings  banks 
were  able  to  pay  a  higher  rate  of  dividends  than  were  paid  by  those  of 
other  New  England  States.  This  satisfied  the  depositor,  and  he  Joined 
with  the  bank  officials  in  deprecating  legislative  interference  with  the 
investments  of  Savings  banks.  The  towns  of  the  State  were  receiving 
a  larger  tax  from  the  Savings  banks  than  was  levied  in  any  other  State. 
This  revenue  enabled  the  towns  to  pay  their  State  tax  and  in  some 
instances  almost  the  county  tax  as  well.  If  the  Savings  bank  invest- 
ments were  to  be  restricted,  said  the  Savings  bank  officials,  then  the 
Savings  bank  tax  should  be  reduced,  to  put  New  Hampdiire  Savings 
banks  on  a  plane  of  equality  with  those  of  adjacent  States.  Represent- 
atives from  the  towns  of  the  State  in  the  Legislature  objected  to  the 
reduction  of  the  tax  because  it  lessened  the  revenue  with  which  they 
paid  their  State  obligations. 

In  this  condition  of  affairs,  when  the  Savings  banks  seemed  eaidi 
year  to  be  growing  larger  and  stronger,  there  was  little  thought  of  dan- 
ger and  no  disposition  to  guard  against  it.  The  Savings  bank  managers 
seemed  drifting  with  the  tide.    They  invested  their  own  private  funds 
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elan  of  Beoarities  that  they  invested  the  depositors*  money. 
'Vrhen  the  trouble  caiue  it  overtool^  them  as  well  as  the  InBtitutinns  they 
Were  maiia^ng.  It  is  to  their  credit  that  with  the  largest  opportunity 
for  iUegiti mate  gain,  very  few  instances  were  shown  where  any  Siivinga 
liwk  ofHcer  profited  by  bis  oouneotion  with  western  iuvestuieuts  at  the 
^ipeiue  ol  the  depositor. 


State  Supkrvision  of  Savhtos  Bai^kb. 

StAte  siipervLiion  of  banking  institutions  was  first  established  in 
1887,  and  then  related  only  to  the  diseount  banka  of  New  Hampshire. 
■Ten  years  later  the  Bank  Commissoners  were  required  by  statute  to 
annually  examine  Savings  banks  and  report  their  condition.  No 
tpecifie  power  was  lodged  for  many  years  in  the  hands  of  the  Bank 
Commissioners,  and  for  a  long  time  there  were  no  laws  relatuig  to  tlie 
il  •>(  Savings  banks  or  their  investments  wliich  they  were  required 
ree.  Their  duties  were  merely  to  make  an  eiamination  of  these 
tlons  and  report  their  ftndin<j»  to  the  Legislature,  or  to  the 
ovemor.  For  a  nuuiber  of  years  their  supervision  was  merely  per- 
fuBCtory.  This  wai  due  in  part  to  the  small  number  of  Savings  banks, 
«low  growth,  and  the  greater  number  and  unportance  of  the  dis- 
banks,  whoee  affairs  they  were  also  required  to  examine.  The 
the  commissioners  was  small,  consisting  of  a  per  diem  and  mile- 
whifh  for  a  long  time  wa«  collected  by  them  of  the  Savings  baulss 
thfir  examinations.  The  Savings  bank  ofSeers  for  many  years 
_  wl  these  examinations  as  an  impiertinent  interference,  and  were 
Fiicliried  to  pay  more  liberally  if  the  commissioner  was  uninquisitive  and 
|U|Lft  speedy  departure  than  if  Ite  too  closely  questioned  into  their  con- 
^^■f  business.  The  terms  of  the  commissioners  were  at  various  times 
Wn»o,  or  three  years,  with  reappointments  the  exception  rather  than 
tne  rule.  There  was  no  continuity  of  their  work,  owing  to  the  fact 
tbAtacliange  of  State  administration  frequently  made  an  entire  change 
•0  theperjionwf/  of  the  commlssioH. 

From  1837,  when  the  Bank  Commission  was  created,  until  1887,  a 
r*rio(l  of  fifty  years,  it  was  without  an  office  in  which  to  file  its  papers 
Wdoitawork.  When  an  examination  w^vs  actually  made  the  papers 
"ere  treated  as  the  private  property  of  the  commissioners  and 
**f^  either  destroyed  or  lost.  In  1887,  when  new  appointments  of  com- 
'*''**iouers  were  made,  there  was  not  a  scrap  of  paper  on  file  anywhere 
w  sUow  what  the  Bank  Commissioners  had  done  outside  of  the  pub- 
^^^  reports,  and  the  Bank  Commission  had  not  even  a  set  of  these. 
'*  1888  the  first  step  was  taken  by  the  Legislature  to  make  the  office 
^^  effective,  when  it  was  provided  that  the  commissioners  should 
jHpid  by  the  State  instead  of  by  the  banks,  thus  making  them  inde- 
^^nt  of  the  institutions  they  were  called  upon  to  examine  ;  and 
^  yetrt  later  provision  was  made  for  an  office  at  the  capital,  but  the 
'"""niieioners  did  not.  avail  themselves  of  it  until  1S87.     It  was  not  until 
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1889  that  the  comiuission  wa^  put  upon  a  permanent  basis  for  s]ri$t«inatio 
and  continuous  work.  Then  provision  was  tuade  fur  a  board  of  thn^e 
commisionerg  who  should  serve  fora  term  of  tliree  years,  the  (lr»t  appoint-' 
menta  being  for  one,  two  and  three  years  respectively,  »o  that  tli*] 
term  of  no  two  commiesioners  would  expire  the  same  year.  They  weroi 
paid  an  adequate  annual  salary  and  their  actual  travelling  eipenitesj 
Two  of  the  three  first  appointments  niade  after  this  act  were  re  ap-j 
pointmentM  of  the  then  commissioners,  a  practice  wliich  has  prevail«<U 
with  only  two  exceptions  since  that  time.  The  work  that  Itas  l>««ik| 
performed  by  this  continuing  board  is  shown  by  their  reixirfj^,  and  i»1 
to  be  found  in  the  statutes  of  the  State.  The  offioe  is  now  considere<l| 
the  miwt  Important  one  in  the  State,  and  a  hi^h  degree  of  efflciencj  IsJ 
expected  by  tlie  public.  Their  examinations  are  no  longer  regarded  as] 
intnndonM  by  Havings  bank  offlcej>i,  and  they  are  now  generally  at-J 
tended  by  one  or  more  members  of  the  board  of  trustees.  Their  recoin-| 
mendations  to  the  IjCgislature  carry  more  weight  than  those  of  any  othorj 
board  in  the  Btate.  Since  18^5  they  have  secured  practically  all  th* 
legiidatitm  they  have  asked,  and  have  been  instrumental  in  jtreventbiip 
much  unwise  legislation.  Through  their  efforts  the  systeui  of  b«mk' 
keeping  of  the  Savuigs  banks  has  become  uniform,  and  tlie  record* 
to  l>e  found  in  their  office  contain  a  minute  history  of  every  Savings 
bank  In  the  State  suice  1887. 

There  is  much  of  interest  which  might  be  written  of  the  liiitory  ot 
New  Hampshire  Savings  banks  during  their  early  period,  but  tt  Is  to. 
nowise  uncommon  to  the  story  of  the  growth  of  these  institutions  an; 
where.  In  the  scope  of  thi»<  article  the  intent  iota  been  uuiinly  to  t 
their  development  and  to  sketch  those  features  which  have  l>ecn  ezo«p*1 
tional  to  New  Ilumpshlre.  There  is  also  the  storj-  of  iitdividual  banka, 
which  would  be  interesting  reading  in  different  periods,  but  beyond  tim] 
limits  of  tills  sketch.  There  have  been  able  llnanciers  at  the  tiead  of 
of  these  institutions,  as  an  examination  of  their  securities  will  show.  Tli* 
legialAtion  of  recent  years  enat^-ted  for  the  protection  of  the  Savings  banlu 
oame  Largely  from stady  of  theezperienoe  of  these  men.  1  f  t  he  failure*  of 
New  Hampshire  Savings  banks  h&ve  beeo  exceptional  in  number  in  ths 
last  decade,  so  has  been  the  recovery  from  the  troubles  wlUch  at 
time  beset  them.  With  few  exceptions,  the  service  rendered  by  tlis 
oflloem  has  been  inadequately  paid.  The  laws  of  the  State  liavtt 
liberal  enough  in  this  resi)ect ;  but  while  the  deposits  expaudad  heyvaA 
the  oonoepti  m  of  the  philanthropistJ!!  who  originated  tlie  Saving  curpar>- 
atiun,  the  tnistees  in  rewarding  themselves  and  tbdr  exeoutive  boanis 
have  olung  closely  to  the  original  theory  of  a  benevolent  ioMltulian. 
There  will  be  fewer  institatioos  berMfter,  but  they  will  be  stronger.  Thli 
is  not  wholly  duo  to  recent  cxperienci's.    It  Is  the  tend-  '  *  lie  i 

Tlus  present  nicjvns  of  transiH>rtation  and  improved  u.  liea  hains 

done  away  witli  the  necessity  of  Savings  l>anks  in  many  ouuutry  Unraa 
The  banks  in  the  larger  centers  can  not  only  »erve  Uuvier  areas  of  t«n4- 
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tory,  but  oan  pay  for  that  skill  and  training  so  essential  to  financial  sao- 
eess.  The  depositors  of  New  Hamiwhire  bave  at  no  time  lost  faitb  in  tbese 
institationa  '\^th  tbe  revival  of  business  activity  has  come  an  increase 
of  deposits.  The  general  decline  of  interest  rates,  and  the  general  reduc- 
ticm  of  Savings  bank  dividends  in  all  parts  of  the  country,  are  satisfying 
depositora  that  the  Savings  banks  of  New  Hampsliire  are  investing 
mimey  as  profitably  as  like  institutions  of  other  States.  The  growth  of 
deposits,  drawn  as  they  mainly  are  from  the  wage-earneis,  will  hereafter 
be  normal.  There  will  be  a  considerable  increase  shortly  from  the 
payments  of  dividends  of  banks  now  in  liquidation,  which  are  not  in- 
cluded in  the  tables  for  1898.  It  will  be  some  time  before  the  aggre- 
gate reaches  the  maximum  of  1893  ;  but  the  growth  will  be  healthy, 
and  the  increase  natural.  No  other  State  has  contributed  so  much, 
in  proportion  to  its  population,  of  the  savings  of  its  people  to  the 
development  of  the  country,  for  the  investments  of  these  institutions 
cover  a  large  range  of  territory.  They  are  permanent  monuments  of 
the  industry  and  thrift  of  New  Hampshire  people.  Safeguarded  as 
they  now  are,  their  accumulations  will  hereafter,  as  heretofore,  con- 
tribute both  to  the  needs  of  the  depositors  in  the  day  of  adversity  and 
to  the  material  prosperity  of  the  State  and  the  nation. 

NetD  Hampshire  Savings  Batiks. 

Table  showing  the  number,  condition,  and  progress  of  the  Savings 
banks  of  New  Hampshire  in  each  period  of  five  years  from  1850  to  1898, 
inclusive. 
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*  Only  tenkB  in  active  operation  Included.  Fifteen  banks  under  injunction  are 
In  liquidation  or  undergoing  reorganization.  Not  all  of  tbe  shrinkage  of  1896  to  1897  is 
permanent.  Tbe  greater  part  of  the  defxiBlts  is  still  in  banks.  Some  of  it  in  those  in 
liquidation  will  be  withdrawn  upon  payment  of  dividends  and  deposited  elsewhere  in 
the  State.  There  will  be  a  large  Increase  from  this  source  within  a  few  years  to  swell 
tbeaooounta  of  active  banks.  Probably  $8,000,000  of  deposits  in  banks  under  injunc- 
tion will  be  redepoeited  In  the  State  after  withdrawal.  It  seemed  better  to  estimate 
wbat  would  thus  be  redepostted  than  to  include  any  deposits  in  banks  under  injuno- 
tloD  with  those  in  active  operation  in  completing  the  flgures  tor  189& 
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rKRMONT. 

Owing  to  the  lack  of  specie  and  good  bank  bills  in  eircnlation,  and  ^ 
the  large  amount  of  counterfeit  and  depreciate  paper  of  var 
kinds  wliicb  found  its  way  into  tlie  bonds  of  tbe  ])eopIe,  the  busioeMi 
ii)t«r«>sts  of  tlie  Stat«  suffered  severely  from  1781  to  1806.  Tempovmry 
relief  was  afforded  by  a  limited  issue  of  bills  of  credit  by  tlie  State, 
but  tbe  distress  continued  to  be  acute.  But  the  people  were  oppowd 
to  creating  a  St-ate  bank,  a  propoHitiuu  for  that  purpose  having  been 
defeated  in  1787  by  a  vote  of  456  to  2197.  In  1803  the  Legislature 
granted  charters  to  two  banks,  but  the  bills  were  vetoed  by  the  Gor- 
emor  and  Council.  The  grounds  upon  which  executive  approval  waa 
withheld  were  because  it  was  dcchired  that  the  issue  of  bank  bills 
would  drive  specie  out  of  circulation  and  expel  it  from  the  countxy. 
and  would  foster  speculation,  and 

"  Booanse  banks,  bjr  farllitatlngr  enterpriws  both  tisxardoiu  ami  unjaatlOabK  < 
arc  nstnral  Ronrces  of  «11  that  i-lam  of  ricus  which  arig«  from  th«  gambling;  njrtfi.  i 
and  whicb  cannot  fall  to  act  oa  mire  and  fatal,  tbo'  slow  polaona,  to  the  rppublio  iij 
H'liii-h  they  extat." 

It  was  also  asserted  that  banks  tended  to  draw  off  the  dependc 
of  debtors  from  their  own  exertions  as  means  of  payment.,  and  tn  rely 
on  incurring  new  debts  to  discharge  the  old.  Not  only  was  there  ho»- ! 
tility  to  a  bank  owned  by  the  State,  but  to  the  organization  of  banks ' 
by  individuals.  It  is  interesting  to  note  that  with  the  growth  and  dev«4> 
opinent  of  the  State  this  hostility  gradually  became  less  and  finally  dis- 
appeared. The  prejudice  against  banks  seetns  to  be  strongest  in  thoM 
communities  where  such  institutions  are  most  ni^eded  to  promotatj 
du.stry  and  trade,  and  is  but  little  known  in  those  countries  that! 
reached  a  high  degree  of  wealth  and  civilization. 

There  was  a  growing  peroeptinn  of  the  difficulties  in  thc>  IbMi 
situation  caused  by  the  increase  in  circulation  of  bills  iivut^l  by  banks] 
In  varioos  States,  whose  solvency  no  one  could  determitje,  and  In  1801 
a  bill  was  passtHl  by  the  Legislature  incorporating  the  Vermont  Stat» 
Riuik,  owned  by  the  State  and  managed  by  a  board  of  thirteen  direct- 
or* chosen  by  the  I^'gtsliitnre.  Offices  were  eslablixhc-d  at  Woodstork 
and  Middlftiury  and  aftcrwardw  at  Biirlinirton  and  \Ve!<tuiln*t*'r.  Tli*«» 
bratirlifn  H'<>ft«  KubH»«<jiieritly  witiHoHdtiteil  wilh  iho  bank  at  W<to«l«tock 

The  Treasiin<r  of  the  Htitte  advanced  alKmt  ^iSOU  to  buy  iibvtoaaod 
paper  for  mannfncturing  notes,  which  wn^  all  the  capital  the  liank  had 
No  bills  wore  tn  be  issued  in  exeeas  of  the  specie  un  hand  until  that 
shoidd  amount  to  tS.'i.OOO.  aft«-r  which  an  iMue  anc  inw 

times  the  sptvin  wan  .aufh<irif<xl,  up  to  #3<wl.o(»<i.     It  -»► 

pwctive  iMirrowi'w  advance*!  the  batik  (l25,lKHi  in  speote. 
nftt<><t,    dolliir  for  dr>lliir    ntnl   wlint   tlif   ti-iiiiiri-il   .'kiiiaiiiiit 


bank  was  able  t«  lend  tbem  ha  nnt«s.  The  issue  of  notes  was  be- 
iu  February,  1807,  and  by  September  30  the  bank  had  loaned 
89,767.  These  bills  were  of  the  denoutinations  of  50  cents,  76  cents, 
,  $1.25,  ^1.50,  91.75,  $2  and  §5. 

In  order  to  facilitate  the  collection  of  debts  due  to  the  bank,  the 
iliiers  were  practically  given  the  powers  of  a  court  of  record  and 
tbarized  to  enter  jnd^namiV^  summarily  and  issue  execution  on  all 
it»  due  wore  than  three  days.     In  1810  loans  were  restricted  to  twice 
specie  on  hand,  and  in  no  case  to  exceed  §1,000  to  any  one  person 
company.     The  bills  were  made  a  legal  tender  for  taxes  and  in  re- 
ion  of  property  sold  for  taxes,  but  the  affairs  of  the  bank  were 
toward  insolvency  and  these  expedients  were  ineffective.     In 
d  tax  of  one  cent  per  acre  was  assessed  to  pay  the  bills  of 
bank,  which  was  being  closed  up  aa  rapidly  as  poedble,  but  the 
liquidation  did  not  take  place  until  1845.     It  is  estimated  that  the 
to  tbe  StAt«  in  conductLng  the  bank  was  about  ^00,000  ;  other 
itors  wuro  paid  in  full. 

Ip  1817  n  charter  was  granted  to  a  bank  at  Windsor,  with  a  capital 
000,  bat  aa  the  charter  contained  a  clause  making  stockholders 
for  all  demands  against  the  bank  which  should  not  be  paid 
iu  three  days  from  the  time  they  became  due,  the  organization 
■kl  bank  was  not  completed.  A  charter  w&s  obtained  in  the  f  ollow- 
Pir  without  this  provision.  The  Windsor  and  Burlington  banks, 
orporated  in  1818,  had  ifKXJ.OOO  and  ^150,000  capital  respectively. 
3^1  the  Brattleboro  Bank  was  incorporated  with  $100,000  capital, 
ifrom  18^  to  1827  several  other  banks  were  chartered,  there  being 
I  in  existence  in  the  latter  year.  There  was  not  at  this  time  any 
teral  statute  governing  the  organization  and  management  of  banks, 
I  they  were  regulated  by  the  respective  charters.  They  were  allowed 
bfgin  buisinesB  npon  paying  in  a  nominal  amount  of  their  capital. 
B  buikfl  were  required  to  pay  their  bills  and  other  liabilities  on  de- 
ud  in  specie,  and  were  prohibited  from  dealing  in  goods  or  real 
M«,  Interest  charges  were  limited  to  six  per  cent.,  and  the  total 
>t8  of  the  banks  could  not  exceed  their  deposits  and  three  times 
ir  capital.  This  pra»;tically  limited  the  circulation  to  tlu-ee  times 
if  capital.  For  any  excess  of  uidebtedness  the  directors  were  made 
>le,  and  as  a  further  security  to  the  public  they  were  required  to 
( boud^  to  the  Htate  Treasurer,  usually  In  the  sum  of  li£,000  for  the 
liful  performance  of  their  duties. 

Bastkiso  Usdkr  the  Safety-Fcnd  System. 

«» 1881  an  act  was  passed  modelled  closely  upon  the  "  Safety-Fund 
t"  of  New  York.     Its  lea<ling  object  was  to  create  a  fund  out  of 

e  creditors  of  any  bank  that  should  become  uisolvent  utight 
For  tills  purpose  each  bank  thereafter  chartered  wa«  required 

to  the  State  Treasury  the  sum  of  four  and  one-half  per  cent. 
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upon  the  amount  of  its  capital  stock,  in  six  annual  installments.  In 
case  the  fund  was  reduced  by  the  failure  of  any  banks  it  wajs  to  be  made 
up  by  assessments  by  the  State  Treasurer  upon  the  several  banks,  not 
exceeding  three-fourths  of  one  per  cent,  in  one  year.  The  fund,  until 
used  for  the  purpose  designated,  vas  to  remain  the  property  of  the  re- 
spective banks  contributing,  and  the  balance  of  the  income  from  its 
investment,  after  deducting  the  expenses  of  Bank  ClonmiissionerB,  for 
whose  appointment  provision  was  made,  was  to  l>e  paid  to  such  banks, 
annually  ;  and  on  the  expiration  of  the  charter  of  any  bank  its  contri- 
bution to  the  fund,  if  not  required  to  indemnify  the  creditors  of  any 
other  bank  wliioh  liad  become  insolvent,  was  to  be  returned  by  the 
Treasurer. 

This  act  also  provided  that  no  bank  should  go  into  operati<m  until 
at  least  one-half  the  capital  was  paid  in.  In  other  particulars  the  banks 
were  to  be  governed  by  their  charters,  which  were  renewed  under  the 
act  of  1831  without  important  modification.  In  place  of  the  annual 
tax  of  six  per  cent,  upon  dividends,  which  the  State  had  previously 
imposed,  a  tax  of  ten  per  cent,  on  profit  was  substituted.  The  act  of 
1840  imposed  still  further  stringent  regulations  upon  the  budness  of 
banking,  requiring  that  before  beginning  business  cme-half  of  their 
capital  should  be  paid  in  in  gold  or  silver.  Severe  penalties  were  i»e- 
scribed  for  violation  of  the  wA  in  the  issue  of  notes  and  making  loans. 
The  banks  were  all  placed  under  the  inspection  and  supervision  of  the 
Bank  Commissioner. 

This  law  proved  satisfactory  in  its  operations  and  raised  the  stand- 
ard of  banking  throughout  the  State. 

In  1842  the  General  Assembly  passed  an  additional  act  relating  to 
banks,  the  important  part  of  which  was  a  provision  that  banks  there- 
after chartered  might  be  relieved  from  the  contribution  to  the  safety 
fund  if  the  directors  should  execute  satisfactory  bonds  conditioned  that 
they  should  "at  all  times  pay  and  redeem  according  to  law  all  bills 
issued  by  such  bank,  and  should  pay  and  refund  all  deposits  made  in 
such  bank  when  such  payments  were  demanded."  This  act  also  re- 
quired not  only  that  one-half  of  the  capital  should  be  paid  before  the 
bank  went  into  operation,  but  that  the  other  half  should  be  paid  in 
within  two  years.  Loans  to  directors,  stockholders  and  single  individ- 
uals were  also  more  strictly  limited  than  theretofore. 

Another  part  of  the  act  provided  for  a  fixed  tax  of  one  per  cent,  per 
annum  ui>on  capital  in  lieu  of  the  tax  of  ten  per  cent,  on  profits,  but 
remitted  this  tax  to  such  banks  as  should  "  keep  a  sufficient  deposit  of 
funds  in  the  city  of  Boston,  and  should  at  that  city  uniformly  cause  its 
bills  to  be  redeemed  at  par."  This  seems  to  have  been  the  first  official 
recognition  and  encouragement  of  the  so-called  Suffolk  redemption 
system  by  the  State.  The  extension  of  the  advantages  of  this  exemp- 
tion from  tax  to  the  other  banks,  provided  they  should  give  bonds,  to- 
gether with  the  natural  advantages  accruing  from  the  system  itself. 
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ermtoallj  iMtxi^t  them  all  into  the  redemption  system,  thongh  as  late 
as  1848  three  of  them  still  refused  to  maintain  the  required  deposit  at 
Boeton.    By  1850,  however,  all  were  in  line. 

In  18S9  the  Essex  Bank  failed,  and  the  Bank  Commissioner  reported 
that  its  assets  and  the  amount  of  the  safety  fund  then  available  were 
insafflcient  to  pay  the  circulation,  amounting  to  ^6,262.  A  committee 
of  tiie  Gtoneral  Assembly,  reporting  on  the  failure  of  this  bank,  in  1842, 
took  the  ground  that  where  failures  had  been  caused  by  fraudulent  acts 
of  the  directors,  the  note  holders  should  look  to  the  bondsmen  of  the 
diieetora  for  reimbursement  and  not  to  the  safety  fund,  the  latter  being 
for  the  protection  of  the  holders  of  notes  issued  by  banks  whose  officers 
had  not  violated  the  conditions  of  their  bonds. 

In  1840  an  act  was  passed  limiting  the  circulation  to  twice  the  paid- 
up  capital  instead  of  three  times  its  amount  as  formerly  allowed. 

l%e  Free  Banking  Act  of  1861  permitted  the  organization  of  banks 
9f  |SO,000  and  not  more  than  $200,000  capital,  and  allowed  them  to 
inoe  notes  on  a  pledge  of  United  States  stocks  and  certain  State  stocks, 
l^podted  with  the  State  Treasurer.  This  law  was  somewhat  less  strin- 
{ent  than  the  preceding  ones,  and  there  were  but  four  banks  organized 
inder  it  While  this  law  was  in  existence  some  thirteen  banks  procured 
ilttrten  permitting  them  to  transact  business  und»  the  more  stringent 
Kt  of  1840.  They  preferred  to  voluntarily  impose  upon  themselves  con- 
ditions which  would  inspire  public  confidence  rather  than  to  take  ad- 
vantage of  the  greater  freedom  of  the  new  act.  The  panic  of  1857 
bowed  that  these  banks  were  on  a  solid  foundation,  for  although  their 
^Kolation  was  reduced  one-half  in  sixty  days  they  continued  (with  one 
xception)  to  pay  specie  on  demand. 

With  the  taking  effect  of  the  National  Banking  Act  State  banks  in 
^ennont  gradually  ceased  to  exist. 

State  Banks,  18S4-1885. 
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$1,870,813  $S0,968 

2,888,812   '  129,310 

2,225,245  02,562 

3,613,227  120,798 


6,672,951 
6,946,523 
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$921,815     $1,463,713 
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1,137,500 

1,826,975 

3,275,656 

4.029,240 

•3,834,000 

252,600 
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466,000 
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$180,792 
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289,070 
330,105 
745,170 
787,884 


1,690,038 
1,728,844 
2,480,946 


•  otlier  ltem8  not  reported. 
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After  1887  the  Gk>venunent  statistios  do  not  indndeany  State  btnk* 
in  Yermont.  They  had  been  by  this  time  practically  abacnrbed  into  tb^ 
National  banking  system. 

National  Banks,  1864.1898. 
Flffures  in  thoumnds  of  doUan. 
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6.885 


S3 
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81.088 

431 
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6S7 

6340 
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a.999 

636 

6.776 
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8.688 

880 
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8.780 

nut- 


1.901 
4.051 


4.918 
T.1U 
8^818 
8k7M 


SAViNas  Banks  asd  Trust  Compasib& 

There  are  in  operation  in  Vermont  forty-one  Savings  bank  and  traat 
companies,  the  latter  institutions  liaving  capital  stock,  whUe  the 
Savings  banks  are  operated  on  the  mutual  plan  without  capital.  Some 
of  the  institutions  combine  the  functions  of  a  Savings  bank  with  those 
of  a  trust  company.  Investments  are  most  carefully  guarded  by  the 
law  and  the  result  has  been  highly  satisfactory.  In  his  report  for  1888 
the  Inspector  of  Finance  says  that  for  fifteen  years  only  one  trust  eom- 
pany  had  been  placed  in  tlie  hands  of  a  Receiver,  while  there  had  been 
but  one  failure  prior  to  that  period  ;  and  no  mutual  Savings  bank  of 
the  State  ever  failed. 


Growth  qf  Savings  Banks,  1850-1898. 
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MASS  A  OHUSETXa. 


In  order  to  foreetall  a  plan  for  eetabliiiljmg  a  faod  or  bank  of  credit 
proJ«et«d  by  individauls  m  tbe  Colony  iu  1714,  MasKuchusetts  issued 
£SO,000  in  biUt»  in  that  year.  TboKe  bills  were  placed  in  tbe  hands  of 
tnutees  to  be  loaned  out  in  sums  of  £50  to  £.'>00,  at  five  per  cent,  on 
«afe  mort^a^es  on  real  estate,  one-flfth  part  of  the  principal  payable 
each  year.  The  loans  were  to  be  paid  in  live  years,  but  were  appar- 
KUtly  renewed,  as  some  of  theuj  were  outstanding  for  thirty  years.  In 
1718  «D  additional  issue  of  £100,000  was  made  and  £50,000  more  in  1721, 
rms  under  which  loans  weje  made  varying  somewhat  from  tho.se 
bed  in  the  original  act.  These  emissions  oaused  a  rise  in  the  value 
of  rflver  compiu-ed  with  the  paper  eurrenoy. 

The  people  of  the  province  of  Massachusetts  before  the  Revolution- 
aiy  War,  as  has  been  seen  in  a  previous  chapter,  bad  shown  a  disposi- 
tion to  enga^  in  banking  in  something  like  tbe  modem  sense,  when 
Colnian  proposed  his  land  bank.  This  tendency  which,  perhaps,  would 
Lave  led  to  the  establishment  of  a  bank  modelled  on  the  Bank  of  Eng- 
land, was  checked  by  the  act  of  Parliament  forbidding  the  incorporation 
of  stock  oompanies. 

Tbe  Revolutionary  War  was  not  favorable  to  financial  projects,  but 
I  near  \\»  close,  on  March  8,  1782,  the  8tat«  of  Massachusetts  granted  an 
act  of  incorporation  to  the  Bank  of  North  America,  of  Philadelphia, 
this  institution  having  then  been  in  existence  for  two  months.  The  lat- 
ter bank  was  so  successful  that  the  Massachusett.s  Bank  was  organized 
h  Boston,  and  obtained  a  charter  from  the  Legislature  on  February  7, 
1784.  This  was  the  Hrst  local  bank  established  in  the  State,  and  the 
le«ond  in  the  United  States.  The  capital  was  limited  to  ^00,000,  of 
irhich  (253, 500  had  been  paid  in  when  it  commenced  business  on  July 
$  of  that  year.  The  pjir  value  of  its  shares  was  at  flrst  9500,  made  pur- 
|K»ely  high  to  sustain  the  aristocratic  pretensions  of  the  founders  of  the 
institution  and  keep  the  shares  out  of  the  hands  of  the  people.  The 
bank  pnrobased  for  its  place  of  business  the  building  known  in  those 
lays  aa  the  Manufactory  House,  with  125  feet  of  land  fronting  on 
Common,  now  Treiuont  street,  and  225  feet  on  the  east  side  of  Hamil- 
ton place.  The  price  was  four  thousand  dollars.  The  s^une  property  is 
now  said  to  be  valued  at  fjver  ^,000,000.  The  specie  of  that  day  con- 
listed  of  guineas,  Johannes,  louis  d'ors,  an<l  moidores  in  gold,  and 
Krowns,  half  crowns,  pistareens  and  Kngiish  shillingiii  in  silver. 

Nothing  was  said  in  the  original  charter  iu  regard  to  tbe  issue  of 
Kites,  but  the  bank  Issued  notes  in  denominations  of  $1,50,  (2.50,  $3.50 
tnd  (4.50,  also  of  $6,  97,  $8.  $9,  $15.  $25,  $30.  $35  and  $40. 

Ajh  «arly  as  1840  the  Massacliuf'etts  Bank  issued  notes  printed  on  Hbre 
^per,  the  same  in  principle  as  that  used  by  the  United  States  to  print 
til  Treasury  and  other  noteH.     On  commencement  day  at  Harvard,  in 
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the  last  century,  the  Governor,  President  of  tlic  Senate,  Speaker  of  the 
IIoiiHe,  and  the  President  of  the  banit,  always  sat  on  the  platform  to- 
gether. 

During  tlie  109  years  which  have  elapsed  since  this  bank  was  ectab- 
lisbed,  it  liOA  passed  but  three  dividends,  the  first  at  the  close  of  the  War 
of  IB12,  the  second  during  the  financial  crisis  of  1837,  and  one  since  il 
became  a  National  bank.  To  compensate  for  these  omiauons  eztn 
dividends  have  been  declared.  Up  to  June  1,  1874.  a  period  of  nlxMty 
years,  the  ratio  of  its  losses  to  the  total  amount  loaned  was  bat  four 
one-hnndredths  of  one  per  cent.  In  the  eighty  years  of  its  oxUt«ne««s 
a  State  bank,  from  1784  to  1864,  the  whole  amount  of  circulating  notss 
Issued  by  it  wiis  $4,674,177,  of  which  the  amount  lost  or  not 
for  redemption  was  $22, 111,  or  not  quite  one-hulf  of  one  per  cent. 

The  next  charter  was  granted  by  the  State  in  1792,  to  the  Union 
Bank,  of  Ronton,  which  was  organized  with  a  specie  capital  of  ftl.SOO,- 
000,  of  which  f  100,000  w»u»  subscribed  by  the  State.  During  the  inter- 
val, from  1784  to  171)2,  the  currency  was  in  bad  condition,  small  bill« 
having  nearly  driven  specie  out  of  circulation.  _  In  the  latter  year,  as 
alrea<ly  stated,  the  Legislature  prohibited  tlie  issue  of  any  nt;tes  less  than 
five  dollars.  Provision  was  made  for  legislative  exaiuiimtions  of  the 
Union  Bank,  and  II  was  also  made  the  depository  of  the  funds  of  the 
Commonwealth.  In  this  charter  as  well  as  in  most  of  those  subsequently 
granted,  the  bftnks  receiving  them  were  required  to  loan  certain  nun* 
to  tlie  State  at  fixed  rates  of  interest.  The  Union  Bank,  for  instance, 
was  required  to  loan  not  exceeding  flOO,C)00  to  the  Stateat  five  per  eenL 

In  1795  Massachusetts  iucori>omUHl  two  more  banks,  the  Nantorket 
with  a  capital  of  #40,000,  and  the  Mcrrimoc  at  Newburyport.  Both  of 
these  banks,  by  a  special  pruvisiun,  wore  allowed  to  issue  notes  of  a  de- 
nomination MS  small  as  two  dollars.  Five  banks  in  all  were  inoorpormtard 
up  to  1799.  Ill  that  year  a  restraining  law  was  passed  proliibiting  the 
sstabllsbment  of  unincorporated  banks,  and  the  further  issue,  rxoeptbjr 
the  Nantucket  Kouk.  of  notes  of  a  less  denomination  than  five  dollank 
In  oooseqoenoe  of  this  law  the  State  was  inundated  with  small  bOlsi 
other  States,  and  the  pennlasion  was  soon  given  to  the  MaaMusIit 
b«nks  to  emit  small  notes. 


SBUi-AimTTAii  Kkfurts  Rkquired. 

In  1803  a  law  was  enacteil  nsjuiring  the  banks  to  make  stnis 
returns  of  their  condition  to  the  Governor  and  Council,  to  be  i 
the  directors ;  aad  by  a  sopplementary  law  of  1805  the  reporU  wrro  t*. 
quired  to  be  sworn  to.  Returns  made  June,  1805,  allowed  sixteen  bank* 
then  In  operation,  with  an  authorized  capital  of  $5,760,001),  of  whieb 
fS.lfSO.OOO  had  been  paid  in.  Only  one  other  bank  was  rbattarDd  CroB 
this  time  until  1811.  The  eurr<<u<>y  Itad  affaln  bvooma  v«t7  Infarioiv  , 
notesassmall  aslwenty-flvec»'>  ' Mon  In  largo  numb 

andasaeoDseqneaoeepecieha-i  .>(ipeared.     Tbvret 
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liati;  (allures  of  New  England  banks  daring  the  financial  pressure  of 

£08-9,  but  those  uf  Massachusetts  resting  on  a  flrraer  basis,  mainly  es- 

ped  with  a  sudden  contract  ion  of  their  note  issues.    The  discount  hi 

Joston  on  New  England  hunk  notes  ranged  in  1809  from  ten  to  sixty 

Tcent,,  and  in  Pliiladelpbia  many  of  theiu  were  at  <»  discount  of  fifty 

cent,  or  more.     To  remedy  this  evil  the  Legislature  of  Massachu- 

January  1, 1810,  enacted  a  law,  firing  a  penalty  of  two  per  cent. 

,  payable  by  the  bank  to  the  bill  holder,  for  %  failure  or  refusal 

redeem  their  notes  on  presentatioo. 

ks  were  obartered  in  1811,  one  of  which  was  the  State  Bank 
with  an  authorized  capital  of  |3,0l)(t.000,  the  State  reaerv- 
the  right  to  subscribe  for  $1,500,000  additional.     This  sutwcription 
\,  however,  never  made.     A  similar  provision  was  made  In  all  the 
larters  granted  ijubsequent  to  175)3,  usually  retaining  the  right  of  the 
tosubscribe  to  about  one-third  of  the  stock.     By  the  partial  exer- 
of  this  right  Massachusetts  bad  become  interested  to  a  considerable 
In  the  banking  business,  in  1812  holding  about  fl,  000, 000  in  bank 
oat  of  a  total  banking  capital  in  the  State  of  about  ^,000,000. 
11  also,  nearly  all  the  banks  were  newly  chartered,  the  new  fran- 
I  reducing  the  amount  of  circulatuig  notes  that  might  be  issued 
tirioe  the  amount  of  the  capital  to  tifty  per  cent,  in  excess  of  the 
ipltol.    In  1812  the  first  tax  was  laid  on  bank  capital,  the  amount  be- 
cioe-half  of  one  per  cent. 

Strbnoth  ok  thb  Banks  is  1814. 

'The  Vassaohusetts  banks  were  in  1814  twenty-one  in  number.  Al- 
I  this  year,  owing  to  the  financiiU  distress  consequent  on  the  war 
lith  England,  was  disastrous  to  the  State  banks  throughout  the  United 
Mtea,  none  of  those  in  Massachusetts  suspended,  this  being  attributa- 
I*  in  great  measure  to  the  severe  penalty  imposed  for  non-payment  of 
heir  notes.  By  maintAining  specie  payments  the  Massachusetts  banks 
fPre  able  to  attract  coin  from  other  States  where  specie  payments  were 
'speuded. 

R«  whole  number  of  banks  chartered  previous  to  January  1,  1825, 
tty-nine,  with  an  authorized  capital  of  820,800,000.  Of  this  num- 
be  had  failed,  or  discontinued  business,  or  had  never  availed  them- 
^vesof  their  charters.  Reductions  of  capital  of  many  of  the  others 
^■K)  taken  place,  leaving  forty  banks  in  operation  with  an  author- 
Hpital  of  $14,305,000,  of  which  $13,300,000  had  been  paid  in  :  so 
mat  the  close  of  the  first  forty-one  years  of  banking  in  Massachusetts, 
M  letK  than  eighty -two  per  cent,  of  the  whole  number  cluirtered,  to- 
>ther  with  seventy  per  cent,  of  the  capital  authorized,  still  remained 
H^tcnce.  In  1?25  the  amount  of  circulating  notes  authorized  to  be 
^BVas  re<]uced  to  the  capital  paid  in. 
In  the  four  years  from  1825  to  1828  some  thirty-six  banks  were  In- 
irponit«d,  and  fourteen  others  were  authorized  to  increase  their  capi- 
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tal,  representing  in  all  $9,075,000  of  new  banking  capital.     Bat  the  de- 
mand for  cash  to  meet  tbe  requirements  of  this  rapid  expansion  in  bankil 
ing  coiild  not  be  met,  and  neither  of  the  two  banks  chartered  in  181 
went  into  operation,  and  but  six  of  the  fourteen  chartered  in  182S,  ai 
of  these  six  two  failed  within  two  years. 

Thk  Baxkino  Law  ok  lfi29. 

The  first  really  comprehensive  banking  law  of  Massachusetta  « 
enacted  February  28,  1829,  and  was  to  apply  to  all  banks  tht'reafter  < 
ganized  and  to  those  increasing  their  capital  or  extending  their  ctiurtei 
Under  this  law  banks  were  required  to  have  fifty  per  cent,  of  their  ca| 
ital  boiia  flde  paid  in  In  specie  before  commeocing  businebs.     It 
prohibited  irmns  to  sliareholders  until  their  subscriptions  were  en 
paid  in,  and  limited  the  amount  of  loans  on  pledges  of  its  own 
fifty  per  cent,  of  the  capital.     The  limit  of  circulating  notes 
creased  to  twenty-five  percent,  in  excess  of  the  paid-in  capital,  and4 
due  to  or  from  any  bank,  exclusive  of  deposits,  were  restricted  to 
the  amount  of  such  capital,  the  direct4>rs  being  held  personally  lial 
for  any  excess.     On  January  1,  1837,  there  had  been  urgaoixed 
including  the  old  banks  rttohartered,  138  banks,  with  an  auth 
ital  of  $40,830,000.     Of  tliis  nuuilier  four  had  never  gone  into 
tion,  while  of  the  remaining  134  no  less  than  thirty-two  bad  either 
or  surrendered  their  charters  in  consequence  of  the  financial  panic 
that  year.     The  nominal  capital  of  the  banks  that  failed  was  (S.fii 
their  liabilities  were  «11,383,»<J0,  of  which  $3,133,129  was  for  el 
and  fl. 577,738  for  dejjosits.     The  loss  to  shareholders  w 
$2,500,000,  and  to  tlie  public  at  three-quarters  of  a  millioo  tDOre. 
ing  a  total  loss  of  about  three  and  one-quarter  millions  of  doUans 
about  thirty  per  cent,  of  their  entire  indebtedness.     During  tb*  i 
two  yean  from  1784  to  1836  ten  banks  only  had  failed  or  dlaooni 
bofaMH,  the  total  l<M<se8  to  shareholders  and  the  public 
•xaMding  one-tliird  of  a  million  dollars. 

Thk  Pasio  of  1887. 

For  several  years  prior  to  1836  there  had  been  undae  ezpanskjo, 
many  banks  were  organized  with  little  or  no  capital.  Their  plao  wa»tt 
borrow  0p««ie  for  one  day  to  the  amount  of  hul  f  the  anthariaed  at 
asd  aftwr  it  was  duly  counted  by  the  Batik  f'<>mniis«ioo<B»,  mad 
Oiad*  by  tlie  directors  that  it  was  to  be  held  as  thit  capital  of  tiM 
it  would  then  be  r(>tumoil  to  the  lenders  and  its  plooo  Knpftlied  \yf  til 
noteM  of  the  Nt<K-ldi<^Ulen<.  This  process  would  be  folltiwvHl  by  lb 
inoe  of  notes.  Circulation  and  de{>osits  showed  a  larnr  locrsaa 
Baptamber,  1836,  eomiwred  with  1830,  but  the  proportion  of  >|i 
iMid  was  Mnaller  than  ever  before.  As  a  numlier  of  banlui  luui  i 
\n\mtnii-(\  on  borrowed  specie  or  fictitious  capital,  they  were  in  a  po* 
condition  to  weather  the  impending  ^tonn,  and  failorea  Imommi 
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ifaWL  One  bank  eloaed  with  $111,000  notes  oatstanding,  and  only 
$36  71  ca6h  on  Iiuuil.  Specie  payments  were  suHpended  on  May  12, 
1837,  by  tbe  Boston  bank.-?,  and  resumption  did  not  become  general 
thronghoiit  the  State  iinHl  August,  1838.  From  1837  to  1844  thirty- 
two  hnnks  failed  or  discontinued  business  as  a  result  of  tlie  crisis. 

One  of  f  lio  valuable  results  of  this  crisis  was  the  adoption  in  1838 
of  a  nystein  of  official  examinations  of  banks,  through  the  agency  of  a 
Board  nf  Bank  Conimii^sioners,  who  were  required  to  make  annual  ex- 
•miimtions  of  every  bank  and  special  ones  whenever  required  by  the 
Governor  of  the  State.  This  board  wa.'<  abolished  after  five  years,  but 
thelnw  of  1851  pro%ided  for  a  Bank  Commissioner  with  substAutially 
thewme  powers. 

There  was  a  slow  recovery  from  the  crisis  of  1837,  but  tbe  experi- 
ence gained  during  that  time  appeared  to  have  been  salutary.  From 
1S40  to  1855  but  two  banks  failed,  both  paying  their  riot«»  in  full. 

In  1843  banks  were  prohibited  from  paying  out  over  their  couuters 
*U»r  note«  than  their  own. 

The  Maasachusetts  banking  law  relating  to  the  chartered  banks  wag 
(muluullr  improved,  as  experience  dictated,  and  at  the  time  of  the  war 
*«»  perhaps,  as  has  been  said  by  an  eminent  writer — whose  synopsis  of 
the  law  is  given  below — one  of  the  best  banking  laws  ever  produced.  No 
ua]  could  hold  more  than  one-half  of  the  stock  of  any  bank.  No 
could  be  a  director  of  more  than  one  bank.  No  person  oould 
«  director  whose  stock  was  pledged  for  debt.  Neither  the  debts 
the  credits  of  a  hank  conld  exceed  twice  the  CApitai  stock  paid  in, 
for  deposits  and  for  debts  due  to  and  from  other  banks.  Direct- 
)re  personally  liable  for  violations  of  this  clause,  unless  they  dis- 
ced or  were  absent,  in  which  caae  they  must  notify  the  Bank  Com- 
ers of  the  State  forthwith.  No  bank  could  pay  out  any  notes 
_  own,  or  issue  any  notes  directly  or  indirectly,  except  at  its  own 
'oking  house,  or  issue  any  notes  with  the  understanding  that  they 

Bid  be  kept  out  a  certain  length  of  time.  No  bank  could  borrow 
fX  to  be  repaid  in  anything  except  specie  or  its  own  notes.  In  caae 
Ink  failure  the  note  holders  were  to  be  paid  first.  Each  bank  was 
'''<iuired  to  keep  fifteen  per  cent,  of  specie  as  a  reserve  against  both 
•*cnlation  and  depot^its,  but  country  banks  might  reckon  their  bal- 
P'Owin  Boston  banks  payable  on-demand  in  specie.  This  specie  re- 
**rve  law  was  passed  after  a  hard  struggle  in  1858.  It  was  copied 
"^"^  tbe  Louisiana  act  of  1842,  but  the  amount  of  the  specie  was 
^iily  oue-haif  that  required  in  Louisiana.     When  gold  was  paid  out  it 

Bibe  paid  by  weight.  This  was  an  old  law  of  181)3  re-enact«d  at 
■Kiviaion  of  the  banking  laws  down  to  and  including  1860.  There 
\'  1  that  if  any  new  banks  were  chartered  with  any  greater 

If  i   II  those  enjoyed  by  the  old  banks,  the  same  privileges 

Id  extend  to  the  latter.     This  proviso  wa«  inserted  in  the  act  of 
'S2b  and  in  every  subsequent  revision. 
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67  the  act  of  1849,  when  any  bank  stopped  payment  stoekholden 
-were  rendered  individually  liable  in  proportion  to  thdr  stoek  for  the 
redemption  of  the  bank's  notes. 

The  act  of  1828  provided  that  at  elections  for  bank  directors  each 
stockholder  should  be  entitled  to  one  vote  for  the  first  share,  and  to 
one  vote  for  every  two  additional  shares,  provided  that  no  person  had 
more  than  ten  votes.  This  was  re-enacted  in  the  revision  of  1836  bat 
dropped  hi  that  of  1860. 

Fbrb  Bankhto  Law  of  1851. 

A  free  banking  law  was  enacted  in  1851  rimilar  in  its  provisions  to 
that  of  the  State  of  New  York.  Not  more  than  seven  banks  were 
ever  organized  onder  it,  the  system  of  chartered  banks  oooapying  the 
field  down  to  the  commencement  of  the  National  banking  system. 
The  •State  did  much  to  facilitate  the  conversion  of  State  into  National 
associations  npon  the  establishment  of  the  National  banking  system. 
The  first  institution  to  avail  itself  of  the  new  law  was  the  Safety  Fand 
Bank  of  Boston,  in  1863,  under  the  title  of  the  First  National  Bank 
of  Boston.  The  conversions  progressed  so  rapidly  that  in  October, 
1865,  but  a  single  bank  remained  doing  business  under  a  State  charter. 
Of  the  183  State  banks  existing  in  1863,  four  had  discontinued  business, 
and  l'/8  had  become  National  banks. 

From  1850  to  1857  fifty-eight  banks  were  organized,  with  $14,400,000 
capital,  and  by  the  increase  in  the  capital  of  existing  banks  the  total 
of  new  banking  capital  was  raised  to  $18,745,000.  Though  most  of  the 
banks  suspended  specie  payments  in  1857,  and  were  compelled  to  make 
laige  reductions  in  their  loans  and  circulation  owing  to  the  crisis  of 
that  year,  there  was  but  one  bank  failure — an  evidence  of  the  impro-ve- 
ment  made  in  the  banking  system  in  the  twenty  years  preceding. 

The  banking  capital  of  the  State  banks  reached  its  maximum — $67,- 
544,200— in  1862,  being  distributed  among  138  banks. 

A  compilation  of  the  statistics  of  the  dividends  paid  by  the  ICassa- 
chusetts  banks  in  the  last  half  of  each  of  the  thirty-two  years  from 
1808  to  1839  inclusive,  was  given  in  "  Hunt's  Merchants'  Magazine  "  for 
1840.  It  is  separated  into  two  parts  because  the  State  imposed  a  tax 
of  one  per  cent,  per  annum  on  bank  capital  in  1813,  the  first  part  for 
the  five  years  ending  with  1812,  and  the  other  for  the  remaining  twenty- 
seven  years.  For  the  first  period  the  average  semi-annual  dividends 
paid  by  all  the  banks  was  $3.72  upon  each  one  hundred  dollars  of  cairi> 
tal.  while  for  the  twenty-seven  years  following  the  imposition  of  the 
bank  tax  the  average  semi-annual  rate  was  $2.96  per  hundred.  Taking 
the  whole  period  of  thirty-two  years  together,  the  semi-annual  average 
was  about  three  and  one-tenth  per  cent.  The  average  annual  rate  of 
dividends  for  the  whole  period,  assuming  that  the  dividend  for  the  first 
six  months  of  each  year  did  not  differ  materially  from  that  of  the  last 
six  months,  was,  therefore,  six  and  one-sixth  per  cent,  per  annum.  The 
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lal  dividends  of  the  National  banks  of  Massaohosetts  from 
I  to  1876  was  nine  and  six-tenths  per  cent. 

THB  SPFFOLK  BXSKISG   SVSTBU. 

Xr.  D.  R.  Whitney,  in  his  History  of  the  Suffolk  Bank,  eaye: 

"Thobualneos  man  of  to-day  knowa  little  by  experience  of  the  inconvenience 
low  suHered  by  the  merchant  ot  sixty  yp^ira  Agn  arisiuK  fri'ni  the  currency  in 
BrJi  drbts  were  thon  paid.  RwH-inng  payment  In  bank  not<!s,  ho  assoned  them 
I  (WO  parcclB,  current  uml  iinrmrenl.  In  the  first  he  placed  the  notes  iasned  by 
Dt  tuudu  of  his  own  city  :  in  the  other  the  bills  of  all  other  banks.  Upon 
er  tber«  was  a  discount  varj'iug  In  amount  aecordiniu;  to  the  location  and 
(the  bunk  issuing  them.  How  trrvat  the  discount  hecould  team  only  by  con- 
llltig  Mn  '  BhiiIc  Note  llcporter,''  or  by  Inquiring  at  the  nearest  exchange  fifBce,  He 
Bill  ui^lilicr  deposit  them  nor  use  them  in  pnytnent  of  his  notes  at  a  bank.  The 
kmint  on  ibcJD  varied  from  one  i)er  cent,  npwanl.s,  according  to  the  distance  the 
I  to  be  sent  for  redemption  and  the  financial  standing  of  the  bank  by  which 
» tftiiied.  Many  banks  were  established  in  remote  plewe.«i,  mainly  for  the  pur- 
ing  a  proBt  on  circulation.  The  more  distant  they  were  from  the  busi- 
i  the  more  expensive  it  was  to  8«nd  their  bills  home  for  re<lemption,  and 
B  diflii'ult  It  wn«  for  the  general  public  to  know  their  true  flnanciul  condition." 

This  8tat«  of  things  in  New  Enfclaod  led  by  degrees  to  the  establish- 
bat  of  what  is  known  as  the  Suffolk  Bank  system  of  redemptions. 
I  Tbe  charter  of  this  institution  was  granted  in  1818,  and  was  to  con- 
|ii6  nntil  1831.  In  addition  to  the  regular  businessof  disrnuntingcom- 
Ircial  paper,  thedirectors  turned  their  attenrion  to  buying  and  selling 
hipi  exchange  and  dealing  in  United  States  stock  and  dollars.  This 
Vncli  nf  their  business  was  closed  up  in  1826,  and  after  that  date  the 
^^imed  its  attention  to  receiving  and  redeeming  the  bills  issued  by 
^■ir  England  banks.  This  business  grew  out  of  the  fact  that  the 
PRon  saw  that  tboy  could  buy  the  notes  of  the  country'  banks  at  a 
Iconnt  and  make  a  profit  by  sending  them  home  for  redemption.  It 
w  a  pure  matter  of  business  in  which  the  desire  of  benevolently  sus- 
'I'inj  the  currency  had  no  part.  The  New  England  Bank,  of  Boston, 
d  previously  carried  on  the  same  business  to  some  extent.  The  Suf- 
Iduik  appears  to  have  extended  it  by  entering  into  a  sort  of  forced 
^^R  with  the  country  banks.  The  Suffolk  Bank  a^(reed  to  receive 
^^b^any  country  bank  which  would  make  with  it  a  permanent 
^^^^^000,  with  snch  further  sums  as  might  be  required  to  redeem 
Iflls  taken  by  the  Suffolk  Bank,  and  also  to  give  the  country  bank 

Hrilege  of  receivitjg  back  its  own  bills  at  the  same  discount  at 
jhey  ha<I  been  taken  by  the  Suffolk  Bank.     The  bills  of  the  banks 
bid  not  make  the  deposit  with  the  Buflfolk  Bank  were  sent  home 
I  f^'deuiption  at  par  in  specie.     The  effect  of  this  proposition  cut  both 
Juch  banks  as  made  the  permanent  deposit,  etc.,  with  the  Suf- 
id  that  although  the  latter  bank  was  benefited  by  the  increased 
I  it  bad  to  loan,  their  own  circulation  was  raised  nearly  to  par, 
icy  which  was  of  great  benefit  to  them.     The  banks 
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which  refused  to  accept  the  terms  found  their  notes  at  such  a  large  dto- 
count  in  Boston  as  enabled  the  Suffolk  Bank  to  make  a  considerable 
profit  in  sending  them  home  for  redemption.  The  system  thus fm.*w  up 
without  any  act  of  the  Lefflslature,  simply  from  the  force  of  circum- 
stances and  the  fact  that  the  managers  of  the  Suffolk  bank  knew  hov 
to  take  advantage  of  them,  both  for  the  benefit  of  the  bank  and 
community. 

At  first  the  competition  between  the  Su£Folk  and  New  England 
reduced  the  di.<Hmunt  on  notes  of  Massachusetts  banks,  which  bad 
vlously  been  at  a  discount  of  one  per  cent,  to  one-half  of  one  p«r 
and  the  profits  bf»came  so  small  that  the  directors  were  forcted  to  reduM 
the  expenses  of  the  bank.  There  was  great  animosity  to  the  institution 
displuyc*d  by  those  country  banks  which  had  refused  to  niiike  tlie  required 
deposit  and  wluwe  bills  were  sent  home  for  specie. 

The  unaided  effort  of  the  Hullolk  Bank  had  by  1822  prored  inade- 
quate to  prevent  the  circulation  of  the  country  bunks  from  supersediair 
the  notes  of  the  Boston  banks  in  their  own  city,  and  with  the  view  of 
•eeuring  some  circulation  for  their  own  notes  in  April,  182-1,  a  commit- 
tee was  appointed  by  tlie  Suffolk  to  confer  with  the  other  Hrwlou  iMUikt 
and  secure  their  co-operation.  This  letter  stated  "  that  of  the  whofe 
Incorporated  l>anking  capital  of  New  England,  amounting  to  less 
twenty  wUlionsof  dollars,  the  eleven  banks  in  this  city  possess  ten 
lion  onx  hundred  and  fifty  tliousand.  That  estimating  the  clrculatioo 
of  the  country  banks  at  only  seventy-five  p4>r  cent,  of  ttwir  QMpHai» 
which  thoy  ht'lieve  to  be  a  moderate  computation,  these  banks  fnntMl, 
seven  million  five  hundred  thousand  dollars  of  the  circulating 
while  the  linnks  in  the  city  with  a  capital  equal  to  all  the  rast. 
what  may  bo  fairly  termed  permanent  circulation  only  thrre  hundred 
lliousMid  dollars."  The  letter  stated  that  the  Suffolk  Book  bad  bi  the 
prsvlo4is  thrre  inoutlut  r«>aeived  nearly  one  million  dollars  bt  oo<ai>iy 
paper,  ^e  greatrr  part  of  which  had  been  sent  home  for  redrmptioa  or 
gedsetaed  by  agents  in  Butilon  at  [Mtr,  and  notti withstanding  tha  aafST^ 
otabla  season  and  bad  state  of  the  roads,  the  bonk  was  no  loasr  bj  the 
opatation.  As  the  benefit  to  the  Boston  cirrolation  would  ba  oooinKMi 
to  all  the  banksi.  the  Suffolk  wnuuitteo  tliought  that  the  risks  of  r»- 
damplitoti  should  likewise  he  shared  among  tbom.  The  e«juaniltea'rs» 
oanswoded  timt  a  fund  bo  ntiMed  by  the  several  hankiiyi  tostHiiUcDS  far 
thi*  ptjrpo***  of  sending  bills  home  for  redemption. 

This  cummuninUi<in  letl  six  othi  r  of  the  Boatm  hank*  U>  aewieiata 
themwives  with  tba  Suffolk,  and  to  coutribat«  Jointljr  a  stun  of  fSOO.OOO 
to  raury  tbo  plan  into  affeet.  All  tbe  nmnlrr  moosjr  nxien-ed  bjr  aiij 
of  the  banks  was  sent  to  tiia  Saffolk.  wbleb  i«rc<rd  to  take  it  "  at  lbs 
aameor  ls»  dbooanfc  Uui  T'ogiand  Bank,  or  other  banks  la 

Boston  wedvad  II,  andsfc-  ..maAirnidataptton.'^    Tba8af> 

folk  Bank,  as  aganl  nf  tit*  MMu-Mtiim.  ooonneneod  tkui  Iwninc—  nt  re- 
asirinic  caantrr   Ukooer  under  the  atfrminiimt  on  Vny   24.   ISSl.     Titr 
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vanc-h.  excited,  and  called  the  associated  bank» 
leHoly  Alliance  and  the  Suffolk  the  "Six  Tailed  Bashaw."  "But 
wj  won  bocaiue  convinced  "  says  Mr.  Whitney  in  his  hLstory  of  the 
tit  "that  a  promise  to  pay  printed  on  the  face  of  a  bank  note,  meant 
pronilw  to  pay  specie  on  demand ;  that  such  a  demand  was  likely  to 
ninde  upon  theiji  at  any  time:  and  tliat  the  a.'soeiated  hanks,  with 
lc>  .Suffolk  OS  assent,  were  not  to  be  frightened  or  turned  out  of  their 
irse  by  isarcastic  wordis."  The  foreign  money  businej-s  coittinued  to 
pease  from  year  to  year. 

EsssKCB  OP  TBB  SrrPoLK  Plan. 

*The  general  arrangement  made  with  the  New  England  banks,  which 
mod  an  account  with  the  Suffolk  Bank  for  the  redemption  of  their 
Us  was  as  follows:  Each  bank  placed  a  penaanent  deposit  with  the 
blk  Bank  of  j2,()00  and  upwards,  free  of  interest,  the  amount  de- 
ding  upon  the  capital  and  business  of  the  bank.     Tliis  8um  was  the 
iDum  for  banks  with  a  capital  of  $100,000  and  under.     In  consid- 
tioti  of  such  deposit  the  Suffolk  Bank  redeemed  all  the  bills  of  that 
Blk  which  might  come  to  it  from  any  source,  charging  the  redeemed 
18  to  the  i>t8uing  bank  once  a  week,  or  whenever  they  amounted  to 
eertain  fixed  sum  ;  provided,  the  bank  kept  a  sufficient  amount  of 
idB  to  its  credit,  independent  of  the  permanent  deposit,  to  redeem 
of  its  bills  which  might  come  into  the  posi-session  of  the  Suffolk  Bank ; 
i  latter  bank  charging  it  interest  whenever  the  amount  redeemed 
iilti  exceed  the  funds  to  its  credit;  and  if  at  any  thue  the  excess 
Id  be  greater  than  the  permanent  deposit,  the  Suffolk  Bank  re- 
the  right  of  sending  home  the  bills  for  specie  redemption.     As 
the  bills  of  any  bank  were  charged  to  it,  they  were  packed  up 
iai  deposit,  and  held  at  the  risk  and  subject  to  the  order  of 
>  bank  issuing  them.     In  payment  the  Suffolk  Bank  received  from 
y  of  the  New  En^'land  banks  with  which  it  had  opened  an  account, 
S  bills  of  any  New  England  bank  in  good  standing  at  par,  pla<nng 
Un  to  the  credit  of  the  bank  sending  them  on  the  day  following  their 
leipt. 

The  banks  of  New  England  were  divided  into  two  classes — those 
Sping  a  deposit  with  the  Suffolk  Bank  and  redeeming  their  bills  at  its 
nter,  and  those  which  kept  an  account  with  some  other  Boston 
k.  with  which  an  arrangement  was  made  for  the  redemption  of 
ir  hills.  The  Suffolk  Bank  did  not  require  the  New  England  banks 
pop  a  deposit  with  it  as  a  condition  precedent  to  receiving  their 
par.  On  the  contrary,  It  received  at  par  the  bills  of  all  sound 
gland  banks,  whether  they  kept  an  account  with  it  or  not.  It 
uirod  that  they  should  redeem  their  bills  at  some  convenient 
penalty  of  having  them  sent  home  for  specie.  For  the  bills 
rmer  class  of  banks  the  Suffolk  had  security  in  the  form  of 
The  Suffolk  Bank,"  by  D.  R.  Whllnejr. 
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deposits  and  coDectiotts.     For  the  bills  of  the  other  d&M  it  bad  no 
security  except  the  ^ood  faith  of  the  bankti  acting  sui  their  agents.* 

For  some  years  preceding  1855,  an  impression  got  out  that  the  bnai* 
ness  was  very  profitable  to  the  Suffolk  Bank,  and  the  country  banks 
thoaght  by  establishing  an  institution  in  Boston,  in  which  they  were 
the  stockholders,  they  could  uecure  this  proflt  for  theniselvea.  ' '  There 
was  also,"  says  Mr.  Whitney,  "the  old  feeling  of  ill-will  among  the 
weak  banks,  which  bad  been  compelled  to  keep  their  circalation  within 
bounds." 

The  Bank  of  Mutual  Redemption  was  chartered  in  that  year,  but 
did  not  go  into  operation  until  1858.  It  met  with  some  opposition  from 
the  Suffolk  and  other  Boston  banks,  but  was  Anally  succesi^fui  in  gain- 
ing a  large  share  of  business,  and  the  Suffolk  Bank  in  November,  1858, 
withdrew  from  the  business,  leaving  it  all  to  the  Bank  of  Mutaal  R»- 
demption. 

"  It  was  the  uulerlyiDg  priDclpIc  of  the  Suffolk  Bank  systeoi  (baiany  bank  >■»■ 
lug  clrcnlntlon  sbonld  keep  itself  at  all  limm  ia  a  condition  to  be  able  to  redMB  b ; ' 
that  tt  sboald  nirasure  the  amount  by  lis  ubillty  so  tu  do :  and  that  tiw  exocteat 
any  time  ot  tbe  right  to  demand  ap««je  of  a  bank  for  its  bills  was  aomeUttog  of  whleb 
the  lasnlng  liank  had  no  right  to  romplaln.  The  directors  eounciated  this  prtnolpls 
when  they  flrst  entered  into  the  foreign  mont- y  business.  In  their  oontroreivy  wMh 
the  agent  of  tbo  ^rlngfleld  Bank  in  18^ ;  ibey  acted  uptm  li  during  the  wbolt  «(• 
latenoe  of  the  syBtem,  and  they  gave  up  tbe  business  l>ceauso  the  exervise  of  tb«  right 
was  made  nse  of  ciTcctiuilly,  by  banks  hostile  to  tbo  system,  to  tilace  the  Safloik 
tna  fklse  position  oefore  the  public.  Yet  tbe  bank  had  not  labored  in  vn(n  ;  ft  fooad 
the  cnrrency  ot  New  England  in  a  chaotic  state ;  but  by  putting  ihi'-  itil» 

practice  It  bad  brongbt  order  out  of  confusion,  and  bad  coniiM>ll<'<)  iji<  ^*m^ 

tbemselTes  itrongerthan  they  olherwlHe  would,  and  I'l  livi^  up  to  a  iiriiicipd}  Um 
Instloe  of  which  they  ouild  not  deny,  although  thf  practice  of  it  might  rau»e  Umbi  lo 
forego  sooie  seeming  tmme<iiate  profits,  and  to  this  Utter  cause  most  be  attrttlMaflj 
much  of  the  hontlUty  It  provoked."  t 

COMPARISOBT  OP  RSftEMPTIOXS   CNDEK  THK  RUKFOLK    KSO  NATIOSAL  I 

SYhiTKMS. 

In  1857  the  redemption  of  notes  by  the  Suffolk  Bank  ww 
flOO,(KMi,i)00,  as  againi^t  (137,607.696.  in  1875,  the  liighest  atniKUit< 
reported  nntlr'r  the  Natiutial  banking  systt'm.  The  redempttona  tn  1 
were  only  ^6.tUi:t,-tfl7,  at  n  cost  of  11.89  per  thousand.  The  east  of  r»> 
demption  under  the  Suffolk  system  was  ten  cents  per  fl,(IOU.  whieli 
docs  not  nppfiir  to  Incltide  truiiM|>orliitiou.  If  tills  item  is  lieductsd 
from  the  c»j»t  of  redeemhig  National  bank  note*.  It  woultl  redtMs  I 
about  ninety-four  oeikts.  Tliis  difference  is  accounted  for  by  the 
Uvely  small  amount  of  redemptions  by  the  Treasury,  and  the  htc 
eipetuie  Incident  to  the  Deeeaity  of  oW'i  '  ioTemmeat, 

and  by  the  higher  salaries  p^d.     Btit  .t  >  >  'Temtree,  tlis 

last  is  established  tiiat  private  eut<  the 

woriiof  redeeming  the  drculatiug  lit  I L...  ..  .. — .  .  —  . 

•  "  TiM  eultaik  Bank."  by  D.  B.  WhltiMj.  ♦  tMtf. 
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tliiu  be  done  as  safely  and  mnoh  more  economically  than  the  same 
wrvlee  can  be  perfonned  by  the  Government. 

The  amount  of  New  England  bank  notes  redeemed  at  the  SofFolk 
Btak  from  1841  to  1857,  was  as  follows,  in  millions  of  dollars  : 
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Since  the  establishment  of  the  National  banking  system  the  re- 
demptions have  averaged  aboat  954,000,000  a  year. 

State  Banks. 
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National  Banks. 
Figures  are  In  tbouaands  of  dollars. 
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Savings  Banks. 

There  are  no  State  banks  of  discoant  in  Massachusetts,  but  bank- 
ig  facilities  are  supplied  by  the  National  bunlm,  by  Savings  banks 
nd  trust  companies.    The  Savings  banks  are,  in  general,  similar  to 
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all  the  mutual  institutious  in  the  Mew  EnglHnd  and  Middle  SuUvk. 
Their  investiuents  iire  strictly-  regulated  by  law  aihI  thoir  inam^eaaeat 
is  under  careful  official  8upervi»sion  of  a  Board  of  Bank  CoiniuiMioiMr*. 
Reports  from  these  banks  were  flrat  required  in  1834,  at  which  time 
there  were  twenty-two  bouks,  ^,256  depoaitors  and  {'3,407,773  depuata, 
an  aven^re  of  $140  t-o  each  account.  In  1898  there  were  1S5  banks, 
1,406,722  depositors  and  depoditJt  amounting  to^><8,6^2.'.i23,  an  avi>r«|^ 
of  over  td47  to  each  account.  The  uccompanjring  table  graphically  rrp- 
reaentH  the  growth  of  Savings  banks  in  HasKacbaaetts  from  1834  to  1896 : 
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TBDST  COMPAIOKS. 

Am  tlie  National  banks  are  prohibited  from  making  loana  on  real 
itc,  the  <leniand  for  such  accouunodationa  in  Stale*  having  noStat« 
"bkiikH  must  be  met  by  some  other  class)  of  institutionx.  In  Ma«««chu- 
MttJ*  tliere  arc  l»an,  8fifc  Deposit  and  Trust  Companies,  which  niak« 
hNinn  on  real  estate  and  do  a  banking  and  trust  company  bu><rM>M. 
Thoir  capital  may  not  exceed  $1,000,000  nor  be  lem  tluin  $200,  WO,  and 
must  Im!  fully  paid  in  before  eouimencing  buainem.  They  are  nwtrictM 
in  making  loanu  and  invesstments,  and  ore  required  to  kfvp  a  rwerve  of 
flftiMn  par  wot.  upon  deposits  payable  on  demand  or  on  ten  day**  no- 
Um,  and  their  real  estate  loam*  are  confined  to  the  New  Etiglund  8t«t«s 
and  New  York.  Objection  hax  l>een  made  to  tliem  on  tlie  ground  thai 
111  miititi  caMMi  they  have  been  orgnnixed  as  feeders  to  National  banks  to 
(M'tittlt  them  to  engage  in  a  c\ati»  of  buainees  whicli  they  could  not  carry 
till  tin<li^r  the  Federal  lawn,  It  is  not  dij<piited.  ht>wcv»T,  that  thny  nat- 
|«rMiit<*rliy  jwrfonu  many  other  valuable  function!*  outniJ*?  thf  scope  of 
oittumcri'lul  bfuiking,  and  that  they  are,  upon  the  whulc.  of  vubstaiitial 
Hilvanlu^  to  the  bu*iueM  int<'n«*t»  of  th^  8tate.  There  w«:ro  tliirtjr- 
foiir  of  ibrum  oumpaniea  doing  bunintMia  oo  October  31,  1898.  and  thoy 
lirld  III  l!i«'li  ■      '  Icponlta  •mount lug  to  »'■     "'  >?». 

<*|th  other  I  iinil  total OMrtxHinituii'  i|,. 

fl»7,.Mo      Klvnii  ..(  > '  I  - 

III.'  IhtlilliticM  lit  wliii'l  t 
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RIIODE  ISLAND. 

7*boagh  Rhode  Island  is  the  smallest  State  in  the  Union,  it  stands 
first  with  reference  to  its  per  capita  Iwuiicing  resources.  As  in  other 
Colonies  the  exiwrinient  of  issuing  j^Kiper  currency  was  tried,  what  was 
called  the  "  first  btuik  "  of  £40,000  having  been  emitted  in  1715.  These 
TjiUs  were  loaned  on  real  estate  at  five  per  cent,  for  ten  years.  There 
'were  several  successive  issues,  and  as  the  notes  depreciated  the  demand 
ior  an  increased  supply  coutbiued  to  grow. 

In  1791  the  Providence  Bank  was  incorporated,  its  aathorized  capi- 
tal being  $250,000,  which  was  soon  increased  to  ^00,000.  There  was 
untiling  said  in  the  charter  about  the  issue  of  notes,  and  no  limit  was 
placed  on  the  indebtedness.  Stockholders  were  liable  only  to  the 
amount  of  their  shares.  Officers  were  given  summary  powers  over  the 
property  of  delinquent  debtors  through  what  was  known  as  the  bank 
process.  This  periuitted  a  bank  to  order  the  clerk  of  a  court  to  is.>sue 
'writs  of  execution  and  attacliment  against  the  property  of  those  persons 
■whose  notes  or  instruments  were  payable  or  negotiable  at  the  bank  and 
"were  unpaid  for  ten  days  sifter  demand  of  settlement  had  been  made. 
This  enabled  tlie  banks  to  collect  their  debts  without  the  formality  and 
expense  of  legal  proceedings.  They  rendered  judgments  thetueelves 
Rud  only  invoked  the  aid  of  the  courts  in  carrying  out  their  decrees. 
In  1836  Tlioino-s  W.  Dorr,  afterwards  tlie  leader  of  Dorr's  Rebellion, 
tuade  a  successful  tight  in  the  Legislature  for  the  repeal  of  this  law,  and 
thereafter  banks  were  obliged  to  employ  the  same  uieans  as  individuals 
In  collecting  their  debts. 

The  Bank  of  Rluide  Island  was  chartered  in  1795.  with  $100,000 
eapitiil,  and  by  IWi.?  there  were  thirteen  banks  in  existence  with  a  total 
Dapital  of  about  $i,500,(M»0.  The  Farmers'  Bank,  of  Gloucester,  which 
failed  in  1809,  nominally  had  $100,000  capital,  but  only  about  $19,000 
*ras  paid  in,  and  from  this  amount  was  witlidrawn  the  sum  which  the 
irectors  had  paid,  leaving  the  actual  capital  but  little  more  than  $3,000. 

NovKL  PiiAA  Oft  IssDure  CircuiiAtion. 

lie  following  transaction  is  reported  !  One  of  the  directors  bought 

Eleven  others  for  $1,300  each,  paying  for  their  stock  witii  the  bank's 

Funds.     He  then  borrowed  of  the  bank  on  his  note  ^G0,265,  to  be  paid 

rhenever  the  holders  of  a  majority  of  the  stock  should  demand  pay- 

lent,  but  with  the  provision  that  as  he  himself  held  the  majority  of  the 

he  should  determine  when  the  notes  were  to  be  paid.     When  the 

failed  its  tangible  assets  were  ^6.46,  and  it  had  about  $580,000  in 

foutstandiiig. 

failure  was  exceptional,  however,  and  was  the  only  one  prior 
Very  few  of  the  early  banks  in  Rhode  Island  were  a  source 
the  public. 
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In  1809  the  banks  were  cotiipelled  by  law  to  make  and  pabliinh 
rcportK.  Prior  to  this  the  methods  employed  to  prevent  fraudul  :.r 
uiaTiagement  wore  by  frequent  examinntions  by  committees  self  ot.  .1 
from  the  boiud  of  directors.  Dp  to  1820  there  waa  no  restriction  on 
the  issue  uf  notes,  but  in  that  year  the  circulation  was  limited  to  the 
paid  in  capital.  Most  of  the  banks,  however,  Were  inidde  thl»  linilt 
before  the  law  wa^  paissed. 

As  the  banks  were  ushampered  for  years  in  their  circnlation  prirl- 
leKGs,  poaaessed  extraordinary  powers  for  the  collection  of  their  debts, 
tttid  were  not  compelled  to  pay  a  bonus  to  the  State  and  were  free  from 
taxation,  their  uniuber  multiplied  rapidly.  The  total  number  in  oper- 
ation in  1826  waa  forty-four,  and  their  authorized  capital  was  fl 0,350, 000. 

LlABnilTIKS  OP  Btockholdeks  aitd  Dibbctobs. 

The  early  bank  charters  limited  the  liability  of  stockboldeTB  to 
amount  of  their  shares,  but  by  a  subsequent  act  an  additional  indi\ 
ool  liability  was  imposed  on  the  directors  who  had  violated  the  proii 
ions  of  the  banking  law.     The  charters  granted  in  1S33  provided 
tinlimitod  liability  of  shareholders,  after  the  prop«rty  of  the  corpora-^ 
tlon  hail  been  exhausted. 

An  additional  act  in  relation  to  banking  was  passed  in  1836.  It 
placed  the  minimum  capital  at  |i50,000,  one-half  of  which  miuit  be  piud  ^ 
in  before  commencing  business,  and  the  balance  within  aix  montha,! 
This  act  alao  provided  for  a  Board  of  Bank  Commisaionera  to  examine 
and  receive  n^porta  from  the  tMuiks.  The  board  was  abolished  and  re- 
vived again  in  1857.  In  the  interval  the  banks  were  required  to  i 
regular  semi-aimutil  reports  to  designated  State  officials.  The  dat4 
were  fixed  for  these  reports.  Likewise  the  banks  were  "fixed"  for 
them.  They  accumulated  spt'cie  sufficient  to  make  a  goo<l  showing  in 
anticipation  of  the  event.  At  the  annual  exitniinatiou  in  October.  1K3S. 
forty-four  banks,  with  a  circulation  of  tl,  160,788,  luid  $486,574  of  i 
in  their  vaults.  Tliree  months  later,  when  an  onexpected  ei 
tion  was  made,  the  same  banks  werv  found  tu  have  (l,S9i,i9t  cirrtiLk- 
tion  and  but  $197,550  in  specie. 

Tlin  banks  found  it  neu<*tisary  to  sospeud  specie  payment  hi  1857.  bat 
Mtcb  biutk  was  obliged  to  receive  its  own  iiotMt  on  depoflit  and  pay  In- 
t«rmt  u]M>n  them.  In  1859  tiie  proportion  of  drculation  to  captt*l  waa 
limitM  to  sijity-Uve  |>er  cent,  for  all  banks.  It  bad  been  liooe 
gradunt^il  according  U>  capital.  There  was  but  one  bank  flailitrv  In  i 
nic  of  1837,  and  this  bank  actually  failed  i\w  previous  ynar,  bai 
'•rrangi'd  for  the  redemption  of  its  notes.  It  afterwords  nsopaoadJI 
There  wa«  also  one  failure  in  1843.  Prom  1887  to  18A9  the  nuuib»r  of 
banks  was  reduced  thronigh  failnnw  and  liquldaricms  from  nlxutCyn 
to  ninety. 

When  the  NatlnnnI  It  \<-X  wrnt  into  t'iToct  most  of  thm  Stnt*' 

banks  w«re  gradually  iii>  "  th«  n«w  uynwrn. 
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It  irlQ  be  seen  that  the  Legislature  of  Rhode  Island  dealt  with  the 
banks  in  an  enlightened  manner,  and  as  a  result  the  financial  institu- 
tions of  the  State  attained  a  high  degree  of  excellence.  ' 

State  Banks. 
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National  Banks. 
FigiiTM  ore  In  thousands  of  dollars. 
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1864 

1 

$634 

$681 

$309 

$600 

$363 

$231 

1869 

63 

33,485 

14.710 

3,381 

30.366 

$1,672 

$1,337 

12,409 

6,780 

1874 

63 

38,160 

14,982 

3,171 

20.606 

4,082 

1,642 

13,991 

7.981 

1879 

61 

34,330 

16,803 

1,918 

20,010 

3,637 

1,066 

13,277 

7,646 

1884 

63 

30.178 

16,627 

2,464 

20,640 

4,001 

1,483 

13,686 

11,662 

1889 

60 

36,000 

4,041 

1,407 

20,284 

1,418 

3,013 

3,426 

16,037 

1894 

59 

85,780 

7,601 

1,686 

20,237 

5,174 

1,263 

6,625 

19,606 

1898_.... 

57 

34,516 

8,030 

1,901 

19,337 

4,808 

1,327 

6,797 

20,963 

SAViifes  Bakks  and  Trust  Companies. 

The  underlying  principles  governing  the  Savings  banks  of  Rhode 
Island  are  similar  to  those  of  the  other  New  England  States.  They 
have  no  capital  and  are  managed  by  trustees  for  the  benefit  of  deposi- 
tors. Careful  supervision  is  exercised  over  their  management  by  the 
State,  and  their  invJBstments  are  limited  by  law.  The  history  of  their 
growth  from  1863  to  1898  is  concisely  given  in  the  following  table  : 
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Savings  Banks,  185S-1898. 
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Ib  Us  annual  report  for  1898  the  Btate  Aaditor  and  Inmirmoo«  Com- 
mU^nnor  aaid  that  a  coiiiparison  of  the  Savings  tiaok  ivtums  vlth 
thoae  of  the  previouH  year  showed  an  increajse  of  (1,154,609  iu  deponitm 
most  of  which  c-aino  from  small  depositors.  The  number  depoatUag 
baa  than  fSOO  had  inerea»iwl  1,865,  while  those  depositing  $1,000  «ad 
Upwards  had  increiised  but  716.  Tiiis  would  seem  to  dispror*  thv 
ataiement  frequently  made  by  political  optators  that  tlie  rich  are  get- 
ting richer  and  the  p<x)r  are  getting  poorer.  Nor  is  the  State  nf  Rhode 
I&land  exceptional  in  this  rci^pect.  Wherever  Savings  banks  exist  h 
will  be  seen  tliat  their  deposits  have  been  increasing  at  a  oofitinaoua 
and  rapid  rate,  and  that  the  gains  are,  as  a  rule,  distributed  luiMing  » 
large  nninber  of  depo!<itor».  In  other  States  where  the  Saving*  bank 
system  has  never  gained  a  fi>othold,  it  will  l>e  found  that  tb«  botldiag 
and  loun  associations  largely  supply  tlieir  places,  not  only  providin^p 
BMOstance  in  purchasing  homes  for  those  in  moderate  circnmstanr«a, 
but  furnishing  a  profitable  method  of  investment.  Wbilo  thecv  harw 
been  many  failures  of  these  organizations  in  some  of  iho  StatMi,  tbmy 
ar«  being  gradoaUy  placed  under  more  stringent  regulations  mid  tbair 
management  Is  impn>ving. 

In  NovcnibiT,  1898,  the  tnut  conipiiniris  of  the  State  held  drpoaila 
amounting  to  $23, CS4,U20.     Their  capital  attd  rarplus  excwcsded  $4,<t 
000.     But  little  of  their  funds  are  lr>aned  on   reftl  entato  luor 
laaii  of  thnn  being  placed  on  pcrM^Kiul  and  eoUatend  wonrily  mmI 
Staf<«,  f Jovdroroent,  munioipal  ami  other  Ixtuda. 

■  "I  the  p«ilicy  adopted  in  New  York.  th«  depoelta  In 

Havi)  K.t  of  Kliude  Islaod  «r«  subject  to  an  annual  tax  nf  to 

amu  oo  each  $100,  and  the  depodt*  of  tooat  WTtnpaniae  aro  similarly 
uxad. 
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CONIfEOTIOUT. 

Colony  of  Connecticut  exp<?riroented  with  circulaling  notes  long 
Ofv  any  Imnko  werp  fliartercd  in   tlio  State.     In  1709  the  Colony 

»*iitted  bills  to  the  amount  of  iiS.OOO,  for  the  purpose  of  lueetlng  ex- 
\uts.   In  1732  the  General  Court  granted  a  cliarter  to  the  "  New  Lon- 

oii  8(X'lt*ty  United  for  Tnulf"  and  Couinierco."  which  soon  issued  clr- 

I  lilting  notes  in  imitation  of  f.'olonial  bills  Hnd  brought  about  the 
y  repeal  of  its  charter. 

It  wa£  towards  the  cloi>e  of  the  century  when  the  bank  note  first 
iiie  into  use  in  the  State,  by  the  establishment  of  the  Hartford  Bank. 
l»e  people  had  recently  seen  the  folly  of  Government  currency,  and 
is  bank  was  established  largely  to  fill  the  need  for  currency  to  buy 
d  move  the  crops  during  the  fall  and  winter. 

On  February  27,  1792.  its  capital  was  fixed  at  $100,000,  divided  into 
•bares  of  ^00  each. 

D  May  14  petition  for  an  act  of  incorporation  was  made  to  the 
eneral  Assembly.  The  petition  was  granted,  and  the  charter  provided 
»at  uo  person  (except  the  State  of  Connecticut)  should  hold  more  than 
hirty  shares. 

o  holders  of  one  and  two  shares  were  entitled  to  one  vote  at 
lolders'  meetings:  holders  of  from  two  to  ten  shares,  one  vote 
ery  two  shares;  and  holders  of  more  than  ten  shares,  one  vote 
ery  lour  shares.  "Hhere  were  nine  directors,  only  tliree-fourths 
lom  could  be  eligible  for  re-election  each  year.  In  addition  to  its 
al  of  1^100,000  the  State  could  take  forty  shares  at  par  and  have 
Uta  appointment  of  two  directors. 

^^he  bank  opened  for  business  Augusts,  1792.  with  the  following  men 
Blvectors:    Jeremiah  Wadsworth,   John  Caldwell,   John  Morgan, 
»eorge  Phillip**,  Barnabas  Deane,  Timothy  Burr,  James  Watson,  Caleb 
Jail  and  Ephraim  Root. 

At  this  time  there  were  few  other  banks  in  America.  In  Philadel- 
phia there  was  the  Bank  of  North  America,  chartered  in  March,  1782; 
b  New  York  the  Bank  of  New  York,  chartered  in  1791;  in  Boston  the 
)ank  of  Mas.««achn8etts,  chartered  in  1784;  in  Providence  the  Provi- 
[enceBank,  which  began  business  in  October,  1791. 

Thus  the  Hartford  Bank,  the  Union  Bank  of  New  London,  and  the 
Jew  Haven  Bank,  all  cliartered  at  alx>ut  the  same  time,  were  among 
lie  earliest  bonks  in  the  United  States,  and  they  all  exist  to-day  (1899), 
rith  a  long  and  honorable  career  of  usefulness  to  their  credit. 

The  incorporation  of  these  banks  was  speedily  followed  by  others. 

II  1795  the  Middletown  Bank  was  chartered;  in  the  following  year  the 
ch  Bank,  and  by  1828  seventeen  banks  had  been  chartered,  flf- 

ot  which  were  then  in  existence.     These  early  charters  usually 
led  that  notes  or  bills  might  be  issued  to  an  amount  not  exceed- 
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ing,  in  the  whole,  fifty  per  cent  over  and  above  the  capital  utodk  '• 
the  bank  and  the  amount  of  its  deposits.  In  pi-Hctice  this  limh  was 
rarely  even  approached,  and  Connecticut  bank  oarr«ncT  vas  alwa|« 
held  in  high  esteem. 

On  June  16,  1792,  the  Hartford  Bank  took  the  lead  in  hitrodoeiiig 
the  decimal  systeni  of  notation,  when  its  directors  resolved  that  their 
notes  should  be  payable  In  "dollars."  On  August  26,  1792,  it  w««  ao- 
nounced  that  paper  offered  for  discount  should  be  eipre««ed  in  dollan 
ai)d  cents.  Five  years  later,  in  July,  1797,  this  change  in  notatioo  «•« 
uiade  at  the  office  of  the  Treasurer  of  the  State. 

In  1814  Connecticut  banks  were  able  to  maintain  specie  pAjmeots, 
although  most  of  the  banks  in  the  South  and  West  had  snspended. 
Nor  was  there  any  injury  to  their  repute  until  1835,  when  the  flnt  bank 
failure  occurred — ^the  Eagle  Bank,  of  New  Haven — due  to  gmaa  mi*- 
umnuffeuient.  In  the  same  year  the  Derby  Banking  and  lushing  Con 
pany  failed,  after  a  few  months'  exploitation  at  the  hands  of  New  Y( 
parties,  who  had  obtained  control  of  its  charter. 

Until  1836  the  conduct  of  the  banks  was  left  almost  entirely  to  I 
discretion  of  their  officers,  subject  to  such  restrictions  as  were  tmpoMKl 
by  their  respective  charters. 

At  a  sewijon  of  the  General  Assembly  held  at  New  Haven  in  May, 
18S6,  the  following  resolution  was  adopted: 

>■  SfUvtd  by  thi*  AuembUy:  Tliat  the  Tnssourer  of  thla  State,  the  CompOodw  «t 
Putiliit  .\<'<-r>untit,  and  the  CommiasionKr  of  the  BobuijI  Fuw),  txi,  and  tliajr  bsebf 
sfr,  appoixi'xl  A  cununittee  to  examine  hito  U)»  tHUvfo  nf  this  State,  and  to  ssatilalB 
by  iMpeeUon  or  otherwise,  tb«  nwnagement  and  ttic-lr  mode  of  doing  boatiMM,  aad 
n^MtlMf  Ui*  SMiw  Is  socordlng  t<>,  and  within  the  provisions  of  thAlr  chaitem,  i 
whelhrr  thrlr  liUKlnms  In  done  In  a  mnntiiT  id  aoontnrncMlalo  the  pabUo— «iid  to  I 
rrnaln  If  sny  Inert***.-  of  hank  capital  U  npedwl  In  this  State."    •    •    • 

The  oommlttee  was  also  Te«ted  with  power  to  aend  for  persona  azid 
papers  and  to  ssamiue  under  oath  all  uffloers,  agents  or  sarranta  of  any 
bank. 

In  response  to  the  committee's  request  the  thirty -one  banlts  i^ndand 
•  statement  of  their  liabilities  and  of  tlieir  means  and  tvsouroes  to  mast 
thd  SMOS,  showing  in  tlie  aggregate  as  follows : 

KasovHoaa 
Heal  eauic  owned  by  tte  baato^  via: 

EioiiklnK  bousM. ;..... •ttMM.S 

ofhf-r  niklcatate WKtM 

I  -tat* l^lSJi 

•■r  banks  In  this  Mats •ao.lU.Tl 

humor  .lit       '       '       lit  of  thtatltalo..  -  U0JW.1*  WJBt.n 

BslaofiMdi.  Ttxuiks W4JBt.a 

Depc«li*i-  m^MLM 

Oold.  H>in  In  tbs  banks. ,...         mjtiM 

atock  ...  ...  u,Mi.ai 

f^ttirk  <>(  uliiur  t«*uh». .  Ht.ltUV 

<nh«r  pt'ick* VumM 

Qonui  |wM  TUU.n 
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BBaocBcn— Contiaued. 

Elp^lMOS • ■ ..t<  «■*•■•»•«•«••« 

Spevie  fUn<la,  ao-«aUed,  (not  coin)  in  New  York 

Qwh  dntrts  and  checks  on  other  banks 

BtUidtMOunted  and  debtsdue  ibe  banks,  riz. : 

From  eonxiratlons 8305.533.75 

Fn-jm  Inilljl.luiik ia,CM.4M.8fi 

Oiber  i>roperty  not  before  apedfled. 


4.«e8.oe 
a7ij8n.8» 

U1,rB8.W 


ia,3si,«e».(» 

1.I«»J.73 


Total  re«ourc«9. 


9is,0OB,oaB.a 


LlABIUTIES. 


ttnl  ctock  paid  In.  ti«ns/«n«ble t7,»8S.M0.00 

rkjiliai  stock  noi  Inmsfenible TI»>IT.50  $8,«70,»7.BO 

Blltoof  the  banks  tncltvulntion 4.001.II81.T1 

ii.«9  )lu^  to  other  banks 4fiT,efiO.S7 

Its  not  bearing  Interest $1,833,714.  A) 

lU bearing  interest..... 90,088.1)0  1,862,748.40 

DtridendB  unpaid 3B,6&V7a 

SurpluB  fund.  proSt  and  loaa,  and  earnings  since  last  divi- 
dends   415,6Sr.»4 

Bonus  due  from  bonks 1,824.17 

Other  debts  and  liabilities  not  above  siieclfled 1JE73.4B 

Viriatlon  In  accounts IW.S 

Due  in  New  York 890.14 

Total  UabQIties S15,«».liaS.7i) 

uuaB. 

(oommittee  visited  thirty  of  the  thirty-one  banks  and  the  thi-ee 
cbe§,  and  stated  that  "the  soundness  and  solvency  of  all  the  banks 
ained  by  us  is,  In  our  Jiidgrment,  unquestionable.  We  believe  that 
'  public  may  place  entire  confidence  in  their  ability  to  meet  all  their 
^agemente ;  and  inasmuch  as  the  present  is  a  time  of  suspicion  and 
Inist  iu  pecuniary  conceras,  we  feel  bound  to  express  ourselves  fully 
IthiB  point.  We  think  nothing  short  of  a  state  of  gt^neraJ  bankruptcy 
I  deprive  any  of  our  banks  of  the  means  of  redeeming  all  their  bills." 

Loans  Madk  Ootsibk  thk  Statk. 

I^Voiu  1830  to  1&40  great  complaint  seems  to  have  been  made  because 
Be  of  the  banks  loaned  much  of  their  funds  out  of  the  State,  and 
b>  in  the  nioro  remote  parts  of  the  United  States. 
Tlie  supply  of  baulung  capit'Ol  in  New  Ilaveti  and  some  of  the  larger 
his  was  much  greater  ttian  the  demand  for  loans,  and  the  tempta- 
p  was  strong  to  make  loans  in  New  York  and  elsewhere,  thereby 
Iring  an  extensive  and  profltable  circulation  of  the  bills  of  the  bank. 

k Special  Legislative  Committee  of  1836  pointed  out  that  these 
pre  often  made  at  rates  of  interest  or  discount  ranging  from 
eighteen  per  cent. ,  although  the  charters  of  the  banks  limited 
I  rate  to  be  charged  on  loans  to  six  per  cent. 

The  banks  nliiiraed  In  defense  of  their  action  that  their  charters 
'templated  but  six  per  cent,  as  the  rate  on  loans,  but  penuitted 
'11  to  deal  In  "  bills  of  exchange."  on  which  they  were  not  restricted 


378 


mSTORY  OF  BAyKTiro. 


Upon  the  recoinmendation  of  the  special  coaitnittee,  Bank  Cnumi^ 
sioners  were  appointed  in  1838  to  make  anuiial  visits  to  the  UaiJu  aodto 
inspect,  their  operations.  The  Board  of  Bank  Coiumbvionen  ha»«zirtt^ 
from  that  dut*,  and  in  1842  the  Savings  bankjt  of  th«s  Stat«  WCT»tl» 
placed  under  tlieir  siupervision. 

For  oevoral  years  after  tlie  appointment  of  the  commiraoncfn  tlwf 
repeat^odly  called  attention  to  mistakes  of  management  which  taae  vl 
the  banks  were  making.  In  some  cases  excessive  loajis  bad  been  miM 
to  directoni  ;  in  other  ca^s  loans  had  been  made  apon  the  pledge  of » 
bank's  own  stock  to  such  an  extent  as  to  materially  reduce  the  iic:ual 
capital  available  for  the  assistance  of  the  mercantile  oommuiiity  ;  aud 
in  aome  instances  dividends  had  been  paid  whicii  had  not  \tcen  eUixt\j 
earned,  and  which  resulted  in  the  temporary  impainnont  of  the  c^ial 
of  the  bank. 

A  decided  improvement  in  these  respects  took  plac9  between  1^0 
and  1S50,  and  the  solvency  of  Connecticut's  banks  was  everjw\vn* 
rec<.>gnized. 

The  law  of  1835  prohibited  the  circulation  of  one  and  two  dolUr 
bills  within  the  State,  but  bank  bills   of   Massachusetts  and  Rhtxls 
Island  composed  a  considerable  portion  of  the  currency  in  the  nortb«n^ 
and  eastern  counties  of  Connecticut.    The  baniu  ui  those  counties  i 
faaedtoaid  in  violating  the  law  by  reoetving  them,  even  for  tbrpnr-l 
poMof  returning  them  to  tlie  banks  for  redeuiption.     Thus  tbey  ooorj 
tinued  in  circulation  longer  than  bills  of  other  denominational^ 
much  to  the  injury  of  the  legal  currency  m  that  vicinity.     At  thisl 
ttoe  '*  banks  redeemed  their  hills  in  New  York  or  Boston,  or  both, 
the  redemption  of  bills  took  place  in  theee  cities  to  an  ext<>nt  probably  I 
one  hundred  fold  greater  than  at  their  own  oountenk."    Thus  it  liad  hf] 
cotue  unnecessary  for  the  banks  to  keep  In  their  vaolta  any 
amount  of  coin. 

The  total  amount  of  specie  In  the  vaults  October  1.  1839,  war  ftfS.-] 
290.51,  nikd  on  March  SL,  1837,  was  |415,S86.10.     In  six  iDOOtlu  prli*>t 
April  1,  1837.  two-thirds  of  the  circulating:  bills  were  redeemed  < 
thirty  days,  and  oo*-tttitd  oooe  in  forty -five  days. 


In  1827  an  act  ha«l  been  passed  whicli  rendnwl  valid  all  prior  I 
on  wliich  discount  or  interest  had  been  takfo  a«>L'ordiiig  tn  K<iwkrtt'< 
Tables.  Thaee  tables  were  made  np  on  the  itasli  of  »  year  of  SM  dsyvj 
and  their  oae  caused  oonddemble  contmrersy.  However,  in  1838< 
talilm  were  made  the  standard  for  future  trnnmctiunn,  altk 
Bank  Conimliisionen>,*  in  their  refMirt  of  183V.  doubted  the-  *'  tzx| 
iif  iwtablishing  Kowlett's  Tables  as  the  legal  standard."  and  rece«»- 
mendcd  tl»at  the  hiwa  of  1888  li»  rrpoaled.     However,  the  v«y  i 
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c>«>  oi  n  S60-da,v  year  in  computing  interest  soon  beoame  reoog- 
d,  &iid  ila  use  became  general. 

LOAXS  TO   DiRKCTORS  OH   A.   PlKDOB  OV  STOCK. 

ill  abuse  tltut  wns  qaite  pereuitent  for  eoine  years  was  the  loaning 
pKe  aoioantA  to  directors  wittiout  adequate  security,  or  often  on  the 
ft'  of  the  hatilc's  own  stock. 

lie  law  of  1837  provided,  etirionsly  enough,  that  a  director  should 
be  indebted  iu  a  buiu  exceeding  ^,00<)  over  and  above  the  sum 
h  «tood  in  his  name.  And  under  this  law  it  actually  occurred  that 
».-  case  of  a  few  Muioll  banks  the  directors  were  indebted  to  an 
Hot  in  excess  of  the  entire  capital  stock. 

b  correct  such  conditions  it  was  repeatedly  urged  that  the  loans  to 
tors  be  limited  to  a  fixed  percentage  of  the  capital  stock,  and  a  law 
J8  effect  was  finally  passed,  it  even  going  bo  far  as  to  prohibit  any 
to  any  "  company  or  corj>oration  of  which  such  director  is  a  niem- 
r  Htockholder."  This  provi.sion  caused  much  inconvenience,  and 
Ifterwards  repealed.  At  tlie  present  tiuie  (1891))  the  limit  for  any 
tor  t»  pbu»ed  at  five  per  cent,  of  the  capital  and  8urpluK  of  the 

certain  irregnlarities  were  disclosed  in  the  conduct  of  the 
,  City  Bank,  to  whii-h  three  of  its  directors  had  become  indebted 
amount  exceeding  its  actual  capital.     Tiiis  condition  was  soon 
J,  however,  and  the  bank  was  re-established  in  the  pul>lic  coD- 


Maintainino  Spkcik  Patmbnts. 

1839,  Philadelphia  banks  suspended  specie  payments, 
an,  after  having  by  an  extraordinary  measure  of  finance 
tlaf^  amount  of  funds  from  New  York  and  New  England,  pro- 
imi  ali\nn  and  distriiKt  in  tlie  integrity  of  tiie  Connecticut 
suspension  of  nearly   every  beuik   in  the  States  south 
of   Pennsylvania,  and   also  in    Rhode   Island,   immediately 


tred. 

be,  m 


ork  and  New  England  banks  determined  to  maintain  specie 

and  in  doing  so  pro<l  need  a  state  "of  pecuniary  distress,  more 

more  general  and  more  embarrassing  than  any  that  had  before 

in  oar  conntry,"  *    Bank  notes  were  returned  for  redemption 

ented  rapidity,  while  the  hanks'  funds  were  considerably 

"  by  the  retention  of  their  funds  in  the  suspended  hanks, 

by  the  urgency  of  the  claims  of  their  debtors  for  indiil- 


Md  in  oa 
^veoedi 
iibd"b 


ta  am 
!."t 
l^pusw  of  the  loans,  oircolatioa  and  specie  of  the  banks  was  as 


>lbl<I. 
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Reptetnber  80,  US 

October  aoiiae... 

Nowjnber  90, 1830, 
D^wmber  9K  1S8B 
JaDuarj  80.1810.. 


Loan*. 


ojna,in 


Otrrvtatifim.    Sfiat. 


tMOjm 
VMMa 


One-tliird  of  the  entire  circulation,  or  tl,?7t),088,  was  retanKd  l« 
the  banks  within  thirty  days  after  the  euspension  of  the  Philadelphia 
bauks.  No  Conneciticut  bank  failed,  however,  and  the  Bank  Comiui*^ 
fdoners  refer  to  the  situation  in  the  following  terme: 

"  Th1«  contraction  of  the  onUnary  correncjr  of  our  commouity,  »coain(wiiM  b; 
*  neoMsary  cunallnifnt  of  bank  acconunodatioiiB,  prewcd  heavily  on  all  oiMaei  of 
our  citlsenjs  and  the  banks,  althoa^b  suffering  under  Um  prcwure  of  ttMir  ovn  ^ 
billttea,  were  beid  reapomible  for  tbe  pecuniary  embartamneiiU  of  the  aofaBiBrtll- 
Under  tbew  Bdveree  oircuioManoeB  our  banks  hare  sustained  their  credit  kA  <«bi» 
qntfnt  abltfty  for  ftature  nseftilw." 

At  this  time  tbe  law  authorized  the  banks  of  the  Htatc  "toL^tir 
podt  noteit  payable  to  order,  and  at  a  time  subsequent  to  iauiiuc  tiir 
aune." 

This  description  of  paper  was  not  issued  by  Connecticut  bankaaiMr 
1837,  since  the  practice  bad  been  brought  into  disrepute  by  the  banki 
of  other  States  sutMtituting  this  class  of  notes  for  current  eirculatko, 
and  forcing  large  iaraee  on  the  market  under  tlie  pn<teit  of  afforJiM 
relief  to  the  ounimercial  community. 

A  few  Connecticut  banks  bad,  however,  invested  to  aotna  Bitant  !• 
the  deprecLatod  paper  of  banks  of  other  States. 

Thus  in  1839  post  notes  of  two  of  tbe  Philadelphia  baakfl  had  bs* 
purdiased  to  the  amount  of  f360,(X)0.  The  suspen^OD  of  tlie  Phfl* 
delphia  l>anks  and  their  eonstequent  refusal  to  pay  the«e  note*  at  as 
tnrity,  resulted  in  iMnne  einbarra&«roent  to  tlie  Connecticut  instHntki* 
and  fumiabed  a  corrective  for  the  policy  of  buying  aooh  pftpar,  wU^ 
policy  was  at  best  of  doubtful  propriety. 

During  the«e  "panic"  years  the  greatest  losses  sastaiasd  bjtiw 
banks  were  due  to  the  large  amount  of  funds  plaoed  in  Xhm  balidxf 
E.  M .  Moiigan  &  Co.,  brokers,  and  to  bad  loans  made  in  1886  and  \f^ 
in  the  wastem  part  of  New  York  Slate. 


Suffolk  Sthtrx  of  RmsKPrnnr. 

At  tliin  thiin  the  liankiog  wyntctu  of  Now  Engl '  M 

in  public  «>»t4'cni.     Tl»c  arraiigciwcnt  for  the  nsdeii'.  -   t* 

known  an  the  "  SufToIk  Hjuik  System  "  wan  in  furoc^  and  was  uiort*^' 
a  healthful  and  conMirvntivn  intluvnoe  on  the  banks. 

rndi>r  thiM  plan  tlie  several  banks  malotained  depuril  balan'^-  - 
their  crTKlit  with  tbe  Suffolk  Bank,  whioh  nwhwrnid  at  pvalt 
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lOtes,  ohaiged  them  to  the  accounts  of  the  banks  of  iseae,  and  period- 
BttUy  sent  home  the  notes  thus  redeemed. 

In  the  quaint  phraseology  of  the  time  the  situation  is  thus  described : 
'Any  estate  in  the  southwest  part  of  Connecticut  is  now  given  for  the 
Muak  issues  of  the  opposite  point,  with  as  much  safety  and  readiness  as 
iMHigh  it  was  located  at  the  door  of  the  receiver,  the  whole  being  at 
pctf  at  the  Suffolk  Bank,  consequently  with  every  bank  redeeming 
there." 

In  the  years  closely  following  the  crisis  of  1837  not  one  bank  failure 
MMmired  in  Connecticut,  nor  was  there  even  a  solitary  case  of  suspen- 
rfon  nor  of  inability  to  redeem  their  bills  at  the  Suffolk  Bank,  where 
ibont  one-ei^th  of  the  circulation  was  redeemed  each  week. 

Indeed,  since  1792,  during  the  first  fifty  years  of  banking  in  Con- 
oeeticnt,  but  two  failures  occurred,  viz.,  the  Derby  Banking  and  Fish- 
ing Company,  in  1825,  and  the  Eag^e  Bank  at  New  Haven  in  the  same 
rear.* 

Throughout  the  entire  country  there  had  been  about  two  hundred 
bank  failures  thus  far  in  the  history  of  the  United  States.  In  many 
iostanoes  the  failures  were  due  to  improper  loans  made  to  directors, 
ind  to  this  fact  may  be  traced  the  general  disposition  which  prevuled 
in  1840-60  to  limit  the  amount  of  such  loans  by  law. 

A  feature  of  this  period  which  tended  to  injure  the  repute  of  the 
sirealating  notes  of  the  banks,  was  the  issue  by  the  Housatonic  Bail- 
poad  Company  of  its  post  notes  and  demand  notes,  which  circulated  as 
sonency.  On  April  13,  1843,  such  notes  were  outstanding  to  the 
unoont  of  t269,575.t  In  May  of  the  same  year  1^,000  of  the  company's 
dotes  were  protested,  and  were  not  paid  within  twenty  days  after  such 
aotdoe.  The  company  was  unable  to  obtain  further  subscriptions  from 
its  stockholders,  and  its  affairs  were  in  a  very  critical  state.  Under 
Qiese  conditions  its  circulating  notes  became  a  source  of  annoyance, 
and  to  some  degree  a  menace  to  the  banks,  by  inspiring  a  lack  of  con- 
Sdenoe  in  their  own  well-secured  bank  notes. 

Expansion  of  Cikculation  and  Loans. 

The  last  half  of  the  year  1843  and  the  year  1844  witnessed  a  rapid 
Bzpansion  by  Connecticut  banks,  as  may  be  seen  from  the  following 
l»ble: 

*  There  was  a  clause  In  the  charter  of  this  bank  *  *  *  that  various  ecclesiasti. 
■3»\  and  educational  societies  might  at  any  time  subscribe  shares  at  par,  with  their 
FuDds,  which  shares  should  not  be  transferable,  but  should  be  withdrawable  on  six 
months'  notice.  In  the  first  case  of  trouble,  of  course,  the  question  arose  whether 
these  were  deposits  or  shares  in  the  capital,  involving  the  question  whether  the  own- 
)!■  were  debtors  or  creditors  in  bankruptcy.  In  the  case  of  the  United  Society  against 
tbe  Bagle  Bank,  It  was  held  that  the  society  could  not,  after  the  insolvency  of  the 
Mnk,  withdraw  its  shares  or  recover  the  amount  as  a  debt  of  the  bank.  Its  position 
iras  that  of  a  stockholder."    Sumner's  "  History  of  Banking,"  p.  171. 

i  Funded  by  issue  of  seven  per  cent,  bonds  in  1844. 
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Aii«iiatl8.18<8...., 
November  IXi,  1848. 
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AprU  1,1844. 


tvnuM 

^875,400 
8,98S.8S8 
8,088,680 
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bcmfci  amd 
broheriin 
Amp  Fork. 


$U48t,UB 
1,U7,S8S 

i,in.34* 


BObdli- 


WMIi 
UlMBI 


On  April  1,  1844,  the  loans  and  the  circulation  had  reached  s  hij^ 
point  than  had  been  attained  since  March,  1839.  Daring  these  yeus 
the  recklessness  of  States,  banks  and  indivldoals  had  thrown  most  bui 
ness  interests  into  despair.  Capital  was  nnemplofed  and  aocomolatod 
rapidly  in  New  York,  where  for  the  most  of  it  no  hiterest  was  allowel 
With  enterprise  lagging  and  the  demand  for  money  slight,  loaoB  ■<mn 
made  in  New  York  at  as  low  rates  as  three  and  four  per  cent. 

The  first  of  January,  1844,  as  compared  with  1841  and  1839,  show* 
to  what  extent  the  depression  in  trade  and  the  aooompanying  otHitrBO- 
tlon  in  discounts  and  circulation  affected  all  the  banks  in  the  United 
States  : 

18)9. 


mi. 

X8U. 

$806.548,7S 

fpmjmm 

80,884,881 

86,888,788 

Discounts ttf8.878,016 

Circulation 186,170,096 

Early  in  1844  the  spirit  of  enterprise  awoke,  speculation  became 
more  general,  and  its  effects  on  the  banks  of  Connecticut  became  quite 
nuirked. 

During  the  following  year  the  aggregate  circulation  became  larger 
than  at  any  former  period  ;  yet  it  did  not  reach  the  amount  allowed  by 
law. 

The  banks  were  allowed  by  their  charters  to  circulate  once  and* 
half  the  amount  of  their  capital  stock  and  deposits.  The  whole  amonot 
of  banking  capital  was  $8,475,630  ;  hence  the  legal  Umit  was  fl2,713,- 
445,  besides  what  they  were  entitled  to  have  on  their  deposits  ;  but  ai 
a  matter  of  fact  the  circulation  was  only  about  one-third  the  amomit  to 
which  their  capital  alone  entitled  them. 

The  Suffolk  Bank  system  of  redemption  imposed  a  salutary  check 
npon  excessive  circulation  and  made  it  impossible  for  the  banks  to  sus- 
tain as  large  note  issues  as  they  were  legally  entitled  to. 

Thus  the  system  imposed  restrictions  upon  bank  issues  far  matt 
effectual  and  rational  than  any  law  could  have  effected. 

The  years  1846-48  were  prosperous  ones  for  Connecticut  banks.  In 
1846  their  dividends  averaged  seven  and  one-quarter  per  cent,  foe  the 
year. 

In  1847  a  tendency  was  manifest  to  divide  earnings  too  closely  and  to 
maintain  too  small  a  specie  reserve.  *  The  claim  was  still  made  that  the 
banks  went  "abroad  for  paper  to  the  neglect  and  inconvenience  of  oar 


*  The  law  of  1848  required  a  specie  reserve  In  vault  of  ten  per  cent,  of  oiroulation. 
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While  this  claim  way  have  been  we]]  liased  in  certain 
yet  it  i^  true  that  at  times  tbe  supply  of  luunuble  funds  was 
iiy  in  excess  of  tlie  requirements  of  Conueoticut  merchants  and  man- 
Irtnrers. 

klie  charters  of  S4«veral  l)at)k..s  provided  that  the  State,  tbe  School 
Id  or  ecoiecdastical  BocietieH  lui^ht  become  Ktockliolders  at  any  time 
^ying  tiie  par  value  of  the  shares.  In  this  way  the  State  secured 
ifight  to  one  or  more  directors  in  several  banlu,  and  the  Commis 
lerof  the  School  Fund  wasljy  law  authorized  to  examine  each  bank 
^hich  that  fund  had  any  stoclc.  In  1S47  tbe  total  capital  of  the 
^  was  ^,726,381,  owned  as  follows : 

l^^ot  r»unectlcut 9406,000 

^BMi""!  ruQfi ai^.ani 

'IMil  by  tvhnol,  iH-legiastlctiJ  and  other  soeieties fi&U,(M6 

H«|il  In  tiust  for  mioorsand  otbers 447,800 

B]r  2,141  females 1,«81,515 

Kbde  namber  of  stockholders  was  6,270,  with  an  average  bold- 
206  of  stock.  • 

B  a  law  woB  passed  requiring  banks  to  keep  in  their  vaults 
la  lo  the  amount  of  ten  per  cent,  of  their  cireulation.  This  was 
ily  done,  since  more  specie  came  in  over  the  counters  than  was  re- 

f  payments.     People  preferred  bills. 
Oenbrai.  BAiTKiira  Law  of  1S52. 

iniin^  the  next  fonr  years  there  was  considerable  agitation  in  re- 

Pie  banking  system  of  the  State,  culminating  in  1852  in  a  gen- 
Lug  law,  under  which  five  banks  organized  the  t'oUowing  year, 
the  Uncas,  the  Saugatuck,  the  Bank  of  Hartford  County,  the 
SOfLitchfleld  County,  and  the  Bank  of  Commerce,  at  New  London. 
be  main  feature  of  this  general  luw  was  in  its  provision  for  the 
of  currency  against  a  deposit  of  specified  public  stocks  to  be  made 
the  Treasurer  of  the  State,  from  whom  the  bank  would  then  re- 
an  equal  amount  of  bills.  The  banks  were  also  obliged  to  retain 
I  of  their  capital  for  redemption  purposes, 
^there  developed  two  banking  systems  side  by  side.  The  old 
banks  issuing  a  credit  currency  on  the  onebAud,  and  the  new 
banks  with  their  specially-secured  circulation, 
timulas  to  trade  given  by  the  gold,  discoveries  in  California  had 
a  very  general  expansion  by  the  banks,  which  had  added 
y  to  their  lines  of  discount  and  circulation.  In  the  summer  of 
l^ve  was  a  decided  pressure  in  the  money  market,  which  was 
^■lost  of  the  banks  without  inconvenience.  However,  in  March, 
two  small  banks  failed  ;  the  Eastern  Bank,  of  Killingly,  and  the 
Ibary  Bank.  These  failures  were  due  to  the  failure  of  a  New 
ler,  in  whose  liands  a  large  amount  of  the  assets  of  both  banks 
placed 
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In  1886  there  were  eixty-«even  banks  in  the  State,  of  which  X\At\4 
were  orj,'anire<l  under  the  General  Banking  Law,*  with  a  combie 
capital  of  $2,948,169  ;  while  the  chartered  banks  numbered  flfty-frt 
with  a  capital  of  914,197,282.  In  the  following  year  the  nnmber  of  bat 
increased  to  seventy,  with  a  capital  of  about  nineteen  millinng  of  dolla 

At  this  period  in  the  history  of  the  State  much  att«nlion  wb»  pd 
t-o  legislation  touching  the  banks.  In  18i55  it  was  enacted  "  Uiat  \ 
loons  and  discounts  of  any  bank  to  persons  out  of  the  State  shall  ti 
at  any  time,  exceed  in  the  aggregate  one-fourth  part  of  itin  capital  hK) 
actually  paid  in,  bills  in  circulation,  and  moneys  on  deposit,  atthetum 

The  rate  of  interest  chai^^  on  loans  was  al.so  a  matter  of  freqai 
consideration  by  the  General  Assembly.  From  time  to  time  tbu  Ba 
Commissioners  recommended  that  the  rate's  of  excliange  on  items  pi 
able  at  a  distant  place  be  fixed  ljy  law. 

By  the  act  of  185-1,  the  rate  of  interest  which  the  banks  might  |t 
on  dejiosits  was  restricted  to  four  per  cent.  This  was  repealed  the  i 
lowing  year,  but  in  1862  a  new  law  was  enacted,  which  forbade  th*  pi 
ment  of  any  uiterest.     This  too  was  repealed  later. 

Tub  Pasio  of  1857- 

The  ftnancial  panic  of  1857  severely  tested  the  reaooroes  ( 
banks.  For  uiiuiy  years  Connecticut  bank  notes  had  been  M^ 
sought  after  for  circulation  in  Ohio,  Indiana  and  other  Wwteni  Stat 
and  at  the  beginning  of  the  panic  large  amounts  of  Conneotioot  \d 
currency  were  in  tise  in  other  States. 

Beginning  with  a  sudden  decline  in  the  price  of  public  secorit 
failure  of  the  Ohio  T^ife  and  Trust  Company  and  a  few  other 
scitutions,  the  results  of  a  too  rapid  expansion  soon  beeame  nuuiM 
in  a  general  want  of  confldeace  in  the  circulation  of  banJsa,  whow  aoj 
were  prewnted  for  redemption  with  great  urgency.  i 

On  July  1  the  circulation  of  the  banks  of  the  State  was  f10,411,0| 
On  January  1, 1858,  it  stood  at  $4,13<^>,265,  a  contraction  of  orer  |0,OO 
000  in  the  space  of  six  montlis,  the  greater  part  of  which  cccwrwl 
August,  September  and  October,  when  the  panic  was  at  its  baigl 
During  thiii  [leriod  nwirly  all  thf  banks  continued  to  rudemn  thoiriKi 
in  New  York  luid  Hixttoii,  luiil  to  (my  them  in  specie  at  tboir  owneot 
tern  until  October  14,  when  the  general  suspension  of  New  Yotk  ^ 
BtMttoi)  bonks  took  phwe.  On  tl»e  folli>witig  ihiy  moat  of  tli*  CoonM 
cut  banks  suspended  specie  paymcntJ*,'^  although  they  still  whrtalll 
thpir  n<<lf>mi><ion!<  in  New  York  and  Bust^m.  In  their  1K&&  repurt  I 
Bank  Comniisitioncnt  remark:  "The  ability  of  the  bankj  tn  soaq 
themselves,  without  breaking  down  their  cuBtomen,  nnder  «  ooiitfl 

I 

•  All  tlM  tautka  orKMikml  umirr  Ittr  "  Fiw  Btuikliic  Act"  mvm 
UU  bf  Qcncral  Act. 

tTlirr*  wni«  n  few  notable cxesptloas of  tMnla  vhtrli  malnUioaAi 

(JlfiQQ^Il  (bM  trvtntr  firm* 
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nitprecedented,  exhibited  a  degree  of  Boandncss  and  stability 
icli  uitist  plivoe  tbeiu  bigh  in  tbe  coDfidence  of  the  pubUc  of  this  and 
I  w  States." 

T>ufiiig  thiB  period  »even  banks,  out  of  a  total  of  seventy-three,  were 
Ired  in  Roceivem'  bands;  some  of  them,  however,  resumed  business 
er  a  temporary  suspension. 

Uooy  of  the  banks  held  large  amounts  of  suspended  debts,  upon 
Ich  there  was  oventuai  I  y  considerable  loss,  involving  in  some  cases 
ent  of  capital  stock  and  its  consequent  rtnluction,  or  at  best 
g  of  dividends  for  a  few  years. 

t  result  of  tlie  panic  was  the  enactment  in  1858  of  a  law  Hm- 

Uie  circulation  of  the  banks  to  seventy-five  per  cent,  of  their  cap- 

This  law  simply  made  legal  and  binding  a  limitation  which  had 

b«en  exceeded  by  the  banks,  save  in  the  year  IS-^SS,  when  the  cir- 

itloo  reached  eighty  per  cent,  of  the  capital.     Under  tlie  Suffolk 

(Bk  system  of  redemptions  it  was  impossible  for  the  banks  to  force  an 

Mural  and  undue  amount  of  bills  into  circulation.     Business  usage 

E  Commercial  laws  had  safeguarded  the  people  quite  as  effectually  a* 
legislation  of  the  General  Assembly, 
n  I860  panic  conditions  extended  far  and  near,  but  specie  payments 
fe  niaintained  in  New  York  and  New  England,  though  a  general  sus- 
Non  prevailed  in  the  extreme  South  and  as  far  north  as  Philadel- 
P-  The  following  year  was  one  of  anxiety,  and  on  December  31, 
Bt  tbe  New  York  banks  suspended ;  and  although  no  run  had  oc- 


LoAirs  Made  to  the  QovRRNMKifT. 


It  the  outbreak  of  the  Civil  War,  when  the  first  loan  of  f50,000,«K)0 

tutoeeaafully  effected,  the  banks  of  Connecticut  loyally  came  to  the 
tance  of  the  Government,  and  by  May,  1862,  these  banks  had 
*ii  of  the  national  loan-,  on  their  own  account,  the  sum  of  $6,500,000. 
addition  to  this  they  subscribed  for  ^1,308,100  of  the  State  of  Con- 
*iput  loan  of  $2,000,000,  issued  to  pay  the  expenses  of  preparing  and 
M^hing  trcK)pe  to  Washington. 

With  the  establishing  of  the  National  banking  system  in  1863  came 
^y  general  transition  of  the  Connecticut  banks  from  the  State  to 
ral  system.  In  April,  1863,  the  capital  of  the  State  banks 
19,148.  In  April,  1865.  it  had  been  reduced  to  $13,073,850, 
iy,  1866,  tile  situation  was  as  follows: 

Mat.  ia».  CaptUiX. 

National  and  state  tMLoks |ai,ia2,8«3 

,,  v...i....,ii  bonka 3.T«),000 

Us,  ohongoil  from  State  to  Xatlonal  Bystctn  ua- 

..fl8Rl 10,«8,878 

-Uvf  ijaoks,  changed  frcm  State  to  National  system  un- 

•  Stat ut<3  of  1863 1(»,988.S90 

I  Stat«  banks. l,S8S,Stn 
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The  eight  State  banks  remaining  in  1866  were  plaoed  at  a  great  dis- 
advantage as  compared  with  their  rivals  in  the  National  system,  by  the 
operation  of  the  proliibitive  tax  of  ten  per  cent,  on  State  bank  notes. 
The  circulation  of  course  was  rapidly  retired  from  $1,275,732  in  1866, 
to  $29,918  in  1873,  while  during  the  same  period  the  National  bank  cax- 
cutation  had  increased  to  nearly  $18,000,000. 

The  following  table  reveals  the  rapid  growth  of  the  National  syston 
during  the  year  1866  : 


1866, 

FiBST  Moir- 

0AY  IN— 

^1 

CapUaL 

CIreuta- 
tkm. 

TaUd 
HablHHe$. 

tenatn. 

hoamMomA 
dUmuMmU. 

XtofMMtia. 

January... 
April..:.... 

July 

October.... 

28 
88 
TO 
81 

•8.900,818 
4,8»>.0«S 
7,3aMBB 

ll7.4m.0M 

8an7,808 
«,acr7.6a8 

68,705,818 

iffKMBi 

8J»;em 

SSJS 

•ISIS 

•jBiafln 

lUBa,J07 

These  banks  had  State  bank  notes  outstanding  in  October,  1866, 
amounting  to  $6,162,463. 

•  *  *  *  4>  *  W*  * 

The  earnings  of  National  banks  in  Connecticut  show  a  marked  de- 
cline during  the  last  twenty  years,  as  the  following  table  of  percentages 
indicates  : 

187h.  urn.  MM.  X898. 

Earnings  to  capital  and  surplus 9.6  6.4  4.1  4.6 

Dividends  to  capital  and  surplus 8.1  6.4  6.0  5.0 

DlvidoDds  to  capital 10.8  8.1  6.7  7.0 

The  depression  following  the  panic  of  1873  resulted  in  many  losses 
for  the  banlu. 

From  September  1,  1875,  to  September  1, 1879,  Connecticut  National 
banks  charged  off  $4,606,174  of  bad  debts,  while  daring  the  same  period 
the  losses  of  all  the  National  banks  in  the  United  States  amounted  to 
nineteen  per.  cent,  of  their  entire  capital.  Yet  in  spite  of  losses  the 
bank  failures  were  few  and  insigniflcant. 

The  panic  of  1884  was  successfully  weathered,  and  during  the  more 
recent  trials  of  1893  not  a  bank  closed  up  in  either  the  National  or  State 
system,  and  the  only  afterclap  of  the  panic  was  seen  in  1895,  in  the  fail- 
ure of  the  First  National  Bank,  of  Willimantie,  and  tlie  Dime  Savings 
Bank  in  the  same  town. 

In  their  report  made  in  1894,  the  Bank  Commisioners  comment  as 
follows  on  the  condition  of  the  banks  during  the  panic  of  tbo  previous 
year :  ' '  Not  a  single  instance  of  suspension  or  defaulter  even  a  suspicion 
of  weakness  has  been  displayed  by  any  of  the  banks." 

The  following  tables  illustrate  the  growth  of  the  State  banks  and 
National  banks  of  Connecticut,  from  their  earliest  record  to  the  pres- 
ent time  : 
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State  Bank$. 


TBABS. 

jro.of 

bonka. 

(K*eoimtt. 

8p*eU. 

Capital 
itoek. 

DtpclU. 

18*4. 

88 

88,807,834 

•118,640 

$6,851,909 

•3,407,496 

•1,167.964 

i8sa 

81 

13,226,947 

503.180 

8,832,223 

3,987,816 

1.886,8«7 

1844 

81 

10,843,955 

446,430 

8,292,238 

3,490,908 

1,847,447 

184» 

86 

14,043,006 

676,668 

8.928,364 

4.611,570 

1.831.391 

1864 

68 

38,392,831 

1,307,381 

15,597,891 

11,319,666 

3,910.160 

1869 

74 

27,806,786 

989,920 

31,513,176 

7,661,619 

5,574.900 

1864 

61 

38,669,876 

1,198,373 

30,606,963 

11,869.701 

9,996,643 

1880 

7 

8,363,568 

24,804 

1,610,000 

87,887 

1,243,760 

1874 

.. 

3,754,683 

9,908 

1.460,000 

39,425 

1.625,957 

1879 

4 

1,745,180 

*158,661 

1,350,000 

19,506 

1,266,679 

1884 

6 

.  8,515,980 

*304,938 

1.850.000 

19,366 

2,284,664 

1888 

8 

4,776,747 

tS17,245 

3,340,000 

9,650 

4.063,379 

1894 

8 

4.693,186 

t429,269 

3,340,000 

4.494.446 

1888 

8 

6.366.901 

t529,834 

2,240,000 

5,923,335 

>  CnmncT,  ■peele  and  eaah  Items.  t  Specie  and  oiartsaej. 

Tnut  Companies  Doing  a  Banking  Business. 


YMAMB. 

oapiua. 

Total 
HablUtUi. 

Caih 
on  hand. 

Loantand 
diteount*. 

ntai 

re$oureet. 

DepoiUs. 

1872 

•536,750 

$1,726,872 

$42,024 

$1,277,460 

$1,726,372 

$1,110,146 

1883 

986,600 

3,866.706 

124.749 

2,434,359 

3,866,706 

2,611,191 

1893 

1,161,600 

6,460,872 

146,006 

3,788,847 

6,450,872 

4.576,197 

1898 

1,245,000 

8,806,773 

400.408 

4,103,173 

8,806,773 

6,676,327 

Nationcd  Banks. 
Figures  In  thousands  of  dollars. 


DATS. 

1868 

1868 

1878 

1878 

1883 

1888 

1U98 

1898.. 


^5 

•41 

Loan* 
and  dit- 
eount*. 

U.S. 
bond*. 

Ca*h 

andcaih 

iUmi. 

2 

$808 

$179 

$45 

81 

28,269 

22,934 

3,812 

80 

86.809 

20,724 

3,661 

83 

30,809 

22.711 

4,167 

88 

42,183 

19,879 

4,439 

84 

43,818 

12,026 

4,426 

84 

43,870 

8,165 

3.900 

80 

45.221 

9,480 

4,021 

Capital. 


$314 
24,624 
26,325 
25,505 
26.927 
24,194 
22,999 
21,181 


Burplvt. 

Vndi- 
vided 
profltt. 

III 

$7 

$3,8S8 

1,633 

$17,347 

6,782 

1,828 

17,854 

6,215 

1,311 

17,471 

6,870 

1,940 

17,111 

6,925 

1,903 

7.871 

7,775 

2,937 

6,999 

7,968 

2,487 

7,443 

indi- 
vidual 
depotitt. 

$378 
12,429 
13,706 
15.741 
22,542 
27,606 
28,676 
37,952 
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Sayisqs  Banks. 

In  1819  the  first  Savings  bank  in  the  State  was  inoorporated  as  the 
Society  for  Savings,  at  Hartford.  This  was  followed  by  the  Norwich 
Savings  Society  in  1824,  the  Middletown  Savings  Bank  in  1825,  the 
Savings  Bank  of  New  London  in  1827,  and  the  New  Haven  Savings 
Bank  hi  1888. 

In  1842,  when  these  institations  first  came  under  the  supervision  of 
the  Bank  Commiasioners,  their  number  had  increased  to  nine,  with  de- 
posits aggregating  (1,690,960.18,  owned  by  13,018  depositors,  having  an 
average  deposit  of  fl29.  In  only  a  few  instances  was  the  amoont  of  a 
single  deposit  in  excess  of  $1,000,  and  in  all  such  cases  notice  was  given 
to  the  depositor  to  reduce  it  to  that  sum. 

In  view  of  the  present  holdings  of  Savings  banks  in  public  secoii- 
ties,  it  is  interesting  to  note  that  in  1843  the  Bank  (vommlssionerB 
recommended  the  passage  of  a  law  providing  "that  no  future  purchase 
shall  be  made  of  any  State,  city,  bank,  insurance  or  other  stocks,  pdst 
notes  or  bonds ; "  and  it  was  enacted  by  the  Qeneral  Assembly  ' '  that  no 
loans  of  the  moneys  or  funds  *  of  any  Savings  bank  or  Savings  society 
be  hereafter  made  luiless  the  same  be  secured  by  mortgage  of  real 
estate  in  this  State,  unincumbered,  equal  in  value  to  double  the  amount 
of  the  loan  secured  thereon,  except  to  an  amount  not  exceeding  in  the 
whole  ten  per  cent,  of  the  amount  actually  on  deposit  in  such  Savings 
bank  or  Savings  society  for  the  time  being." 

In  1847  a  law  was  passed  which  prohibited  any  Savings  bank  from 
reserving  as  a  contingent  fund  a  greater  sum  than  $16, 000.  Seven  yean 
later  the  deposits  of  the  Society  for  Savings  in  Hartford  had  become 
$2,435,196,  and  the  insufficiency  of  a  $16,000  contingent  reserve  for 
such  an  institution  became  apparent. 

The  law  at  present  (1899)  limits  the  surplus  (or  contingent  fund)  to 
ten  per  cent,  of  the  deposits.  It  provides  that  not  exceeding  twenty 
per  cent,  of  deposits  and  surplus  may  be  invested  in  notes  secured  by 
stock  or  bond  collateral ;  that  not  exceeding  twenty  per  cent,  may  be 
invested  in  the  joint  and  several  obligations  of  two  or  more  parties,  all 
residents  of  the  State ;  it  permits  the  investment  in  a  selected  list  of 
public  securities,  in  deposits  in  incorporated  banks  of  New  York,  Mas- 
sachusetts or  Rhode  Island,  and  loans  secured  by  mortgage  on  unin- 
cumbered real  estate  in  the  State  worth  double  the  amount  of  the  loan. 

The  most  disastrous  Savings  bank  failure  that  Connecticut  has  wit- 
nessed was  that  of  the  Townsend  Savings  Bank  of  New  Haven,  which 
ftiiled  in  September,  1874,  after  a  career  of  fourteen  years.  On  Janu- 
ary 1,  1873,  its  deposits  and  surplus  were  $3,871,964.  On  January  1, 
1874,  $3,617,423.  During  the  summer  of  1874  there  was  a  constant 
drain  of  deposits,  and  in  September,  when  the  bank  was  placed  in  the 

*  A  later  law  required  one-baK  of  the  funds  to  be  loaned  on  mortvage  ot  twl 
estate. 
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bands  of  Receiven,  its  deposits  had  been  reduced  to  9^,784,083.86. 
The  final  dividend  was  paid  in  1887,  and  the  total  amount  returned  to 
the  12,000  depodtors  amounted  to  45.7  per  cent,  of  the  original  claims. 

At  the  present  time  (1899)  there  is  an  increasing  disposition  to  dis- 
criminate in  favor  of  small  depositors,  for  whose  use  the  Savings  banks 
were  primarily  intended.  Indeed,  as  long  ago  as  in  January,  1883,  the 
New  Haven  Savings  Bank  adopted  a  graduated  scale  of  interest  rates, 
paying  four  per  cent,  upon  deposits  of  $2,000  and  less,  and  three  per 
cent,  upon  all  sums  in  excess  of  that  amount. 

The  Savings  banks  of  the  State  have  withstood  with  credit  the  sev- 
eral panics  of  1873,  1884  and  1893. 

In  July,  1893,  there  was  a  steady  withdrawal  of  deposits  from  many 
banka  In  many  cases  it  continued  for  some  weeks  and  showed  no 
signs  of  abating.  To  protect  all  the  depositors  the  banks  had  recourse 
to  their  rule  requiring  a  tliree  monttis'  notice  before  the  withdrawal  of 
deposits,  and  thus  stopped  the  foolish  run  on  certain  banks  which  were 
abflolntely  sound,  but  whose  securities  would  otherwise  have  had  to  be 
Munifloed  at  panic  prices.  The  following  table  illustrates  the  growth 
of  the  Savings  banks  during  the  last  fifty  years : 


O/feOfOM. 

Total 

number  0/ 
AepotUor$. 

Awraf 
depo*lL 

J2at<o/to- 
terettpaid. 

]847_ 

9 
86 

55 
86 
85 
89 

«3,118,250 
14.052,181 
41,803,681 
72,516,468 
105,860,079 
163,482,498 

32,668 
66,709 
149,919 
199,795 
287.776 
875,810 

$187.87 
210.67 
278.87 
363.12 
367.92 
436.01 

5and6>9 

186& 

6 

1868. 

6  and  7 

1878 

4  4>3,  6  and  6 

IfW" 

4and4H 

J808. 

4  and4>9 

Ill 
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PenDsylvania  and  New  York  were  the  seats  of  the  first  banking  in- 
stitations  organized  io  the  United  States,  and  they  continue  to  be  two 
of  the  foremoet  banking  States  of  the  Union  up  to  the  present  time. 
The  history  of  bonking  in  New  York  is  of  especial  interest  in  view  of 
the  experience  with  the  safety-fund  system  and  the  close  parallel  of 
the  banlung  syvt^ui  to  that  ander  which  the  National  banks  opefste. 
Maryland  is  not«d  for  the  rarity  of  bank  failures,  and  in  Delawmre  tb* 
State  continues  as  a  partner  in  the  ownership  and  control  of  a  bank, 
the  etperiment  in  this  line  having  beeji  more  f<irtnriate  than  in  many 
othet  States.  New  Jersey  has  some  historic  l>ank9  whoae  exiateDoedftlea 
almost  from  the  beginning  of  the  preHent  century. 

While  some  of  these  States  have  not  escaped  the  disasters  that  wave 
tflsewiiere  attendant  upon  tlie  evolution  of  banking,  their  flnanrial  i»> 
Btitutions  liave  been  for  many  years,  aa  a  rale,  under  carefol  Imtal  r»- 
stnctious,  and  their  niana^ment  liai)  been  conservative.  The  annnal 
tratisactions  of  the  New  York  Clearing- Hoiis«  bank:)  alone  are  ctttpcBd' 
ous,  yet  they  are  carried  on  wittiout  loas  to  the  publia 


NEW  YORK. 

The  history  of  banking  in  tlie  State  of  New  Yorit  naturally  di< 
into  three  periods.  The  first  Is  from  the  adoption  ot  the  Ooiuitittitioo 
of  the  United  States  \a  1789  to  1829.  This  may  properiy  be  eslkd  th» 
period  of  chartered  banks.  The  next  period  eitends  from  ISM  ntitil 
1838,  aodwlbat  of  the  inxtiturions  known  as  the  safety -fond  banka. 
These  banks  were  charterMl  bankii.  but  they  were,  in  a  manner  no« 
vioosly  known,  bound  together  into  a  banking  oystem  by  the  | 
ot  the  Safety  Fund  Law  of  1829.  The  free  banking  systam  wral 
operation  in  18S8,  and  continues  antil  the  present  time.  Altboaf(h  the 
period  from  1828  to  16S8  has  been  characteriied  as  that  of  Uh  mIb^ 
fond  BjBtcm,  beoause  daring  that  time  this  system  lield  tlw  prmfaiait 
plaoe,  yet  it  will  be  seen  that  fr>r  ninny  yearn  after  1887  tlw  aaBatj' 
fnnd  system  oootloued  to  eti»t  alongside  of  tli9  free  banking  system. 


*  Tk*  lUrWao  of  Uw  country  Into  ynoiriaphlcBl  nctiooa  I 
Io  thai  Mlopted  la  Um  lepotts  of  Um>  Uwiitttattor  uf  Uw  Ot 


ilacaaCiana 
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le  the  above  general  di  vision  gives  some  aid  in  fixing  the  princi- 
,1  features  of  banking  in  tlje  State  of  New  York  chronologically, 
ere  are  two  other  most  Important  matters  that  have  to  b«  placed  in 
eir  projjer  relation  to  these  periods  before  the  various  events  can  be 
idged  in  their  true  light.     One  of  these  concerns  the  so-cnlled  restrain- 
g  acti»,  and  the  otlier  the  Civil  War  and  the  organization  of  the 
ational  banking  system.     The  philosophy  of  the  restraining  acts  in- 
Ives   a  study  of  the  whole  question  of  State  interference  with  the 
ht  of  private  individaaU  eouduetitig  the  banking  business.     The 
rganization  of  the  National  bankings/stem  iut-erfered  not  only  with 
lie  right  of  private  individuals  conducting  a  banking  business,  but  also 
titli  the  rights  of  associations  chartered  by  the  State  to  exercise  their  full 
ghts  under  the  State  charters.     These  influences  were  not,  of  course, 
Bcaliar  to  the  State  of  New  York.     There  were  and  still  are  restrain- 
kg  acta  in  other  States,  and  the  National  Currency  Act  affected  the 
hts  of  banks  chartered  by  other  States  as  well  as  those  chartered  by 
le  State  of  New  York. 
In  the  history  of  New  York  at  the  time  of  the  adoption  of  the  Fed- 
Constitution,  from  1789  to  1800,  the  business  of  the  State  did  not 
dire  any  very  great  amount  of  banking  assistance;  but  as  business 
ireaaed  rapidly,  and  chartered  banks  grew  in  number,  and  men  began 
out  how  profltable  the  useof  their  credit  was,  individuals,  finding 
to  prevent,  either  singly  or  as  ordinary  partners  or  associates, 
hout  troubling  the  Legislature,  went  into  the  business  and  began  to  is- 
e  notes. 

Naturally,  there  was  no  check  on  fraud  and  tricks,  and  naturally 
the  banks  that  had  taken  the  trouble  to  secure  a  charter  from  the 
t«,  and  had  paid  something  for  it,  began  to  object  to  this  invasion 
their  privileges. 

The  legislatora  of  the  State,  influenced  on  one  side  by  the  outcry 

nsing  among  their  constituteuts  on  account  of  tbe  frauds  perpetrated 

the  cloak  of  irresponsible  l)anking,  and  on  the  other  by  the  de- 

of  banks  which  bad  paid  for  their  charters,  gradually  enacted 

until  in  1818,  it  became  illegal  for  any  person  or  body  corporate, 

oept  such  bodies  corporate  as  were  expressly  authorized  by  law,  to 

p  any  office  for  deposits,  for  discounting  notes,  or  for  issuing  any 

dence  of  debt  to  circulate  as  money. 

There  Is  no  doubt,  however,  that  the  banking  business  as  conducted 

individuals  was,  considering  the  large  numbers  engaged  in  it,  con- 

cted  as  honestly  as  by  corporations.     Both  among  individual  banks 

ild  the  chartered  banks  there  were  failures  and  frauds.  There  was  much 

hLation  from  time  to  time,  on  t!ie  part  of  those  who  considered  that 

|«lr  rights  as  free  and  equal  citizens  were  invaded,  to  secure  it»  repeal. 

ly  it  dawned  upon  the  public  mind  that  even  chartered  bank- 

uot  altogether  irreproachable,  and  that  the  defect  grew,  not  so 

ut  of  a  difference  in  the  ma.iner  of  carrying  on  bunking  by  indi- 


39-i 


HISTORY  OF  BANKING. 


vidua!  citirena  and  by  chartered  banks,  as  out  of  a  want  of  proper  safe- 
guards, aud  restrictions  to  bo  imposed  by  taw  on  both. 

All  th'w  t(X)k  time.  But  the  spirit  of  Americun  institutious,  to  allov 
the  Iari;c«t  lil)erty  in  business  consistent  with  ttie  K^od  of  all,  ut  length 
prevailed  Hiul  t  he  restraining  aots  were  finally  repealed  in  1837.  Im- 
mediiitely  afterwords  the  Free  Ranking  Act  was  passed,  permitting  any 
citizen  or  association  of  citizens  wlio  would  comply  with  certain  require' 
nienta  of  the  law  to  go  into  the  business  of  banking,  including  ti>e  riglit 
to  issue  promissory  notes  to  circulate  as  money.  Since  that  date  there 
boa  been  no  discrimination  exertiised  by  tlie  State  of  New  York  favor- 
ing any  of  its  citizens  above  others  as  to  carrying  on  tlie  banking  bust- 
nen.  The  laws  relative  to  banks  passed  since  1837  have  had  for  their 
object  either  to  increase  the  revenues  of  the  State  or  to  insure  greater 
safety  to  the  public. 

In  1803  the  National  Currency  Act  became  a  law  but  it  did  not  meo^ 
with  liny  great  degree  of  success  until  after  the  im|KK<ition  hi  Marciv 
1865,  of  the  prohibitory  tax  of  ten  per  cent,  upon  Stat©  bank  aot«». 
Then  the  State  banks  in  Now  York  as  well  as  in  other  St^t-es  began  to 
convert  themselvtw*  into  National  banks.  Deprived  by  Federal  power 
of  the  important  privilege  of  issuing  circulating  notes  under  State  law, 
they  fell  in  lino  nnder  the  protection  of  the  law  that  stUl  allowed 
ttiem  thnt  privilege. 

Many  distinguished  stateemen  have  declared  that  the  right  of  a 
State  under  the  Federa*  Constitution  to  charter  a  bank  to  lame  etam- 
lating  note«  wa.s  beyond  the  power  of  the  State  imder  the  eotnpMit 
entered  into  in  tbo  Constitution  of  the  United  States.  But  the  right 
was  asserted  by  the  several  States  and  acted  npon  and  haa  novpr  hewn 
successfully  contested  in  the  courts.  Therefore,  when  in  1865,  the  pro- 
hibitory tax  on  State  biuik  notes  was  Imposed  by  Cougresa,  it«  cuosUtn- 
tioiiality  was  at  ono(-  tested  in  the  courta  and  the  law  wna  Onally  de- 
cided to  be  eouxtitutional  by  the  Supreme  Court  of  the  ruit4«<]  States. 

New  York  in  18U3  had  an  excellent  banking  system  ;  the  bonks 
under  it  were  sound  and  solvent  and  issued  a  aatiafaetory  and  safe  etir 
renry,  The  Federal  Interference  fell  more  heavily  on  the  banks  of 
New  York  than  on  thot«  of  many  of  the  other  States.  It  was  fielt  to 
l>e  more  of  a  us\irpation  and  less  uecetwiry  than  It  might  Im  in  oihsr 
Stat<«»  where  bunking  metho^ls  were  not  so  corerully  and  wisely  guardod- 
Out  of  this  there  grew  a  slightly  lK>><tlle  spirit  In  thd  Itrgtliatinn  im- 
posing  taxation  on  National  bonks  within  the  State.  By  de^reea,  bow- 
•w,  tb*  Cnited  States  courts  rendered  decisions  that  made  it  hnpoal- 
bl*  to  tax  National  tmnks  difToreutly  to  honks  nuryliig  oo  a  aimUar 
budnesa  ander  State  Ltw.  Tnist  companies  were  then  ahartvrod  Ibal, 
while  doing  n  businew  rom|M'tiag  wiUt  ordinary  banks,  ara  yei  ao  ( 
fcrcnt  in  many  r«wpf^rt»  tluit  tb«*  Sapiwoe  Court  ol  the  UntteJ 
boa  rvgantetl  them  t»  a  M<(»anvtu  if\a»  of  imrtittitious,  ri^'!  tW 

Jeei  to  aDother  ratA*  ol  taxatkiiu    This  dlf<<riininatiao  In  tabx  ivu  >ri  ip> 
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titotiotis  -which,  as  the  banks  clauu,  do  a  siinilar  business,  has,  there- 
Dre,  been  one  of  the  oonsequencea  of  the  National  Currency  Act  im- 
;  on  the  Free  Banking  Law  of  tlie  State  of  New  York.  The  his- 
foltlie  wifety-fund  system  shows  that  the  operation  of  this  fund 
bwn  very  much  misapprehended.  It  has  bt'cn  looked  up«:in  as  a 
ulare,  whereas  so  far  as  a  fair  trial  was  allowed,  it  was  a  great  sucoeea 

Thb  Cha&tbrkd  Basks. 

(first  act  passed  by  the  Legislature  of  the  State  of  New  York  es- 
ig  a  bank  was  that  of  April,  1782,  incorporating  the  Bank  of 

Eorth  America  and  at  the  same  time  preventing  the  establishment  of 
ly  other  Ixinkuig  corporation  within  the  State.  The  Bank  of  North 
^ttiea  had  it«  charter  from  the  Congress  of  the  Confederated  Colo- 
^Bld  tliis  contained  a  provision  forbidding  the  bunk  to  establish 
PBm  within  the  several  Colonies  without  the  consent  thereof.  The 
K  of  the  New  York  Legislature  in  1782  was  merely  confirmatory,  as  far 
\  the  8tat«  of  New  York  waa  concerned,  of  the  charter  granted  by 

It  liad  the  effect  of  preventing  any  other  bank  from  obtaining  an 
*  of  mcorporation  until  1791.  The  Bank  of  New  York,  which  since 
^  hod  been  doing  business  under  articles  of  association  drawn  by 

Rier  Hamilton,  secured  a  charter  on  March  21,  1791.     In  the 
lie,  in  1789,  the  present  Constitution  of  the  United  States  had 
lo  effect,  and  the  powers  granted  to  the  Bank  of  North  America 
[_Uje  Congress  of  the  Confederation  had  not  been  mode  use  of  by  that 
ion,  which  had  obtained  and  worked  under  another  charter 
by  the  State  of  Peunsyivania.     Uamiltou  regarded  the  Bank 
North  America  as  having  compromised  its  charter  as  a  National 
ftkby  accepting  the  Pennsylvania  charter,  and  he  doubtless  inttuenced 
^  legislators  of  New  York  to  disregard  the  restraining  act  of  1782  in 
'Or  of  a  ntw  incorporation. 

;  1'he  Bank  of  New  Y^ork  wn«  the  third  organized  bank  in  the  United 
►t«s.    It  was  authorized  to  have  a  capital  of  81,000,000,  and  could 
^trnct  debts,  including  those  on  account  of  circulating  notes,  to  three 
the  amount  of  its  capital.     It  was  organized  with  a  capital  of 
^OfK) — divided  into  shares  of  iJSOO  each,  a  sulwicription  by  the  State 
fOO  shares  subsequently  increasing  its  paid-up  capital  to  §950,000.    It 
need  business  under  its  new  charter  on  May  2,  1791.     Tiiis  char- 
amended  by  several  acts  of  the  Ijegislature,  and  by  the  act  of 
I  6,  1808,  it  was  extended  until  the  second  Tuesday  in  May,  1820, 
>re  this  dttte,  on  April  2, 1813,  Its  porporate  existence  was  again  ex- 
UhI  until  the  first  Tuesday  in  June,  1832.    By  tlii.s  last  act  the  Comp- 
fof  the  Stat^  was  to  sub.scribe  $15,000  to  its  stwk  f<ir  the  benefit 
Bon  schools.     The  trejisurer  of  Hamilton  College  was  i>ermit- 
f'^snbscribo  fl5,0<JO,  wliile  Union  and  Columbia  Colleges  had  the 
\t  t.i  vnltst-ribe  $20,000  each  if  they  desired,     in  1832  its  charter  was 
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again  extended  until  1852  and  its  capital  increased  to  (2,000,000. 
this  period  elapsed  it  reoniranized  under  the  Free  Banking  Law  with  I 
same  capital,  and  on  January  6,  1865,  it  became  a  National  bank,  i 
capital  having  previously  been  increaswl  to  $3,000,000. 

Between  the  date  of  incorporation  of  the  Bank  of  New  York  and 
that  of  the  declaration  of  war  with  Qreat  Britain,  in  June,  1812,  lune- 
teen  banks,  including  the  Bank  of  New  York,  were  chartered  by  the 
Legislature  with  an  authorized  capital  of  fl8,215,lX)0.     Among  ttuw 
banks  were  the  Manhattan  Cotupany,  Merchants',  MeohauicB', 
America,  and  City  Bank,  of  New  York  city ;  the  New  York  State  ( 
the  Meclianicfl  and  Farmers',  of  All>any,  and  the  Bank  of  Utioa. 
of  those  named,  including  the  Bonk  of  New  York,  became  Ni 
banka,  wliile  three  of  them  are  at  present  leading  bonks  ot^ganiaed  1 
der  State  laws,  and  all  except  one  are  now  in  existence  and  have ', 
tained  hiKh  credit  from  the  date  of  their  organization  to  the 
time.     Twenty-four  additional  banks  were  cliartered  between  1812  ( 
1829,  the  date  of  the  passage  of  the  Safety- Fund  Act,  the  amoat 
capital  of  all  the  chartered  banks  being  then  925,105,000,  of  which 
amount  fl8,770,000  was  authorized  for  banks  in  New  York  city.     In 
1K41  the  whole  number  of  incurpurate<l  biuiks  in  the  State  as  distin- 
guiHlied  from  those  establislietl  uii<ler  the  Free  Banking  Act  of  1838, 
was  ninety-flve,  with  a  capital  of  130,401.460.     After  the  pawnge  of  tlic  j 
General  Banking  Law  of  1838,  no  new  acts  incorporating  separkte  1 
or  for  the  extension  of  existing  cliarters  as  they  expired  were 
and  the  incorporated  banks  as  their  existence  terminated  either  wound 
up  or  organized  under  the  Free  Banking  Law.     With  the  ezoeptloa  of 
one  or  two  institutions  having  perpetual  charters,  the  rights  of  all  as  Id- 
porporated  banks  had  laptied  by  the  year  1869. 

The  system  forbidding  the  exoroise  of  banking  powers  exeept  \ 
an  act  of  the  Legislature  gave  the  monopoly  of  the  brndnsM  to 
who  could  obtain  charters,  and  the  supposed  profits  of  tha 
canse<I  many  oontests  for  these  prizes,  wliioh  were  usually 
upon  a  strictly  political  basis. 

Tlie  first  act  ui  the  nature  of  a  restraining  act  was  that  of  1782,  hf 
which  tbe  Bank  of  North  America  was  given  the  cxdutriv^i  right  ol 
banking  in  tbe  State.  This,  however,  beoame  a  dtvul  lettfr  by  I79L. 
when  tile  Bank  of  New  York  was  chartered.  Ic  17U2  the  Bank  of  Al- 
banj  was  established  with  a  capital  of  (240,000,  and.  hi  1793,  thm  Bank 
of  ColtunUa,  at  HudNun,  where  a  couiiNuiy  from  Kliode  Island  |wimiiasil 
to  open  a  foreign  tnute  and  establish  a  whale  flsherf  boslaeaa.  Tb* 
eapital  of  the  last-uamfd  bank  was  to  be  fl60,000. 

Ch4rtkhii;o  of  nut  Maxhattast  CoMPAirr. 

In  1790,  when  both  brnnehca  of  the  I/OgisIatur«  were  in  thw  kanda  [ 
of  th«t  FederalistJi,  It  w^ns  not  prolxtble  that  they  would  penult  tbalr 
opponents  to  obtain  authority  to  ut^atluf  a  banking  iastUtttkm.    TImJ 


,'  bnsfn«sii  in  New  York  city  was  at  this  thue  monopolized  by  the 
Bank  of  New  York  and  a  branch  of  the  Bank  of  the  United  States. 
Pherr  was.  tlierefore.  a  very  profitable  field  for  another  iiiutitution. 
rhe moving  .'•pirit  in  the  Bank  of  New  York  was  Alexander  Hamilton. 
r  ■  ■  i  its  constitution  and  controlled  its  policy,  though  holding  no 
i!  il  position  than  that  of  a  director.     Aaron  Burr,  his  political 

wax  a  stockholder  tii  tfie  biuik.     He  had  repeatedly  made  unsuc- 
itftenipts  to  obtain  a  charter  for  a  rival  inMtitution.    The  yellow 
in  the  city  with  greater  vinilence  in  1798  than  in  previous 
tend  this  was  generally  ascribed  to  unwholesome  water.    This  gave 
JBiirr's  scheming  uiitd  the  opportunity  which  he  sought.     A  bill  was 
incorporating  a  company  for  the  purpose  of  supplying  the  city 
York  with  pure  and  wholesome  water.     The  capital  was  to  be 
(KXI.Oof),  but  lest  it  might  not  be  found  practicable  to  employ  the 
ot  it  at  once  in  the  water-works,  the  company  was  given  the  priv- 
:e  of  employing  ail  surplus  capital  in  the  purchase  of  public  stocks 
D  any  other  moneyed  transactions  and  operations  not  inconsistent 
U  the  laws  and  Constitution  of  the  United  States  or  of  the  State  of 
'ork.  Tlie  charter  was  to  be  a  perpetual  one.   Aaron  Burr,  who  was 
iberof  the  Legislature  in  1799,  drew  the  bill  and  secured  its  pas- 
He  was  opposed  to  Hamilton  and  the  Federal isttt,  and  sought  to 
t  tliem  by  raising  up  a  rival  to  the  Bank  of  New  York  and  the 
eh  Bank  of  the  United  States.     The  bill  passed  the  Legislature  and 
ise  the  Council  of  Revision  which,  under  the  first  Constitution  of 
York,  had  to  pass  upon  every  new  law,  without  any  suspicion  of  jt» 
ing  banking  privileges.     This  is  not  so  surprising  considering  the 
popularity  of  a  measure  for  preventing  the  return  of  the 
led  yellow  fever.     The  charter  wajs  thus  granted  on  April  2,  1799, 
the  waterworks  were  begun  the  same  spring.     By  the  close  of  1801 
□ty  miles  of  wooden  pipes  had  been  laid  and  1,400  houses  supplied, 
water  was  pumped  from  wells  into  a  reservoir.     These  works  con- 
ed to  supply  the  city  until  1R40.» 
Notwithstanding  this  compliance  with  one  part  of  the  charter  the 
cipal  business  of  the  company  was  done  under  the  other.     In  the 
year  of  its  existence  11,000,000  was  employed  in  banking.     The 
or- works  were  dropped  when  the  Croton  Aqueduct  was  completed, 
company  beciune  purely  a  banking  institution,  though  the  com- 
1  nominally  maintains  its  "  water-works,"  consisting  of  a  well 


'Tt  Is  nt  addllioual  InlcrbSt  lo  Dut«  thitt  while  the  Manbattan  Company-  Is  lo-oa} 

^wu  wbolly  as  a  bankluK  lustltutlon.  It  is  requinMl  to  maintain  a  wuter  oommlttc^, 

lliully  report  that  do  Kpplication  for  n  supply  of  water  bus  been  denied  ;  nnri 

□c«  of  the  coDtlouod  mnlntcnancc  oF  Its  giippl}'.  there  Is  always  present 

M'it<'hcr  of  water  freshly  <lrawn  from  Its  tank.    Whether  the 

Ipm  tost  Its  tuiulity  by  rciilly  driiilslnp  it,  is  one  of  the  BOtreis 

.  . ..: ,  ....i.ioii  Into  wbiL'h  the  w titer  dcetucd  it  in  cjueationablc  taste  to 

[.— "Jl  Historic  Institution,"  by  John  Kendrluk   BanKs;   "Uarpcr'a  Magazine.' - 
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from  which  water  is  pumped  into  a  tank  hj  a  small  enKine,  the  plant 
being  located  at  Reade  and  Centre  streets.  While  the  company  haa 
not  fulfilled  the  apparent  purpose  of  its  organization,  it  lias  been  for 
more  tlian  a  hundred  years  a  staunch  banking  institution.  The  method 
of  obtaining  tlie  charter  was  in  keeping  with  the  system  by  wliioh  iiach 
favors  were  then  obtained.  Burr,  however,  did  not  profit  by  his  trirk- 
ery,  for  when  the  affair  was  made  public  there  was  great  itidigDUlOO, 
and  at  the  next  election  Burr  and  hia  party  were  defeated. 

80  far  the  political  power  in  the  State  had  been  in  the  luuids  of  the 
Federalists  ;  bat,  in  1803,  the  Republicans  had  come  into  power-,  and 
in  that  year  application  was  made  to  the  Legislature  for  the  charter  of 
the  New  York  8tate  Bank,  at  Albany,  The  applicants  for  the  d 
alleged  that  the  Bank  of  Albany  was  owned  by  Federalists,  and 
Tnanagwd  as  to  be  oppressive  to  business  men  wlio  were  Republii 
They  also  petitioned  the  Legislature  that  the  cliarter  for  the 
should  grant  to  them,  exclusively,  the  salt  springs  in  tbe8tate  for,  say, 
sixty  yearn,  ou  the  condition  that  the  price  of  salt  at  the  salt-works 
should  nut  exoeed  five  shillings  per  bushel,  and  that  they  shoald  pay 
annually  to  the  State  $3,000  for  the  first  ten  years,  83.500  for  the  second 
ten  years,  and  ^,000  annually  thereafter.  The  bill  was  reported. 
with  a  Alanse  granting  the  exelu.sive  right  to  the  salt  springs ;  hot 
this  claoae  was  subeequently  stricken  out,  and  the  ciiarter  grantad  wttli 
ao  aotborissd  capital  of  |460,000. 

Th«  Merdiants'  Bank,  of  New  York,  appUed  for  a  charter  at  tba 
Mun«  aeasion  at  which  the  charter  of  the  State  Bank  was  grantad. 
Through  the  intlueuee  of  the  Clintons  and  Uvingstons,  tli- 
tbeSt&teBankat  Albany  wasgranted.  *  "The ground takri 
was  that  the  only  three  bunks  in  the  State  of  New  York — the  Banil  ti 
Colambia,  at  Hudson :  the  Bunk  of  Albany,  and  the  Fanaerv'  Bank, 
oear  Troy — were  all  in  the  hands  of  the  FederaHrta.  The  Bepublioaa 
eharaeter  of  this  new  bank  and  the  paaMge  of  itt>  charter  were  bolli 
saeored  by  admitting  all  the  Cliutoniao  members  of  tt>e  L^gfalatvia  to 
■ohRcribe  for  a  oertain  noiDber  of  abaiM.  Tb<  pravaUiog  party  bt 
I/egislatura  rofosed  a  ehartar  to  the  M wehant^  Bank.  atriMMljr  la 
akion  ondar  artidea  of  eofiartnership,  and  also  to  a  mooayed 
applied  lor  by  the  friends  of  Borr."  The  Merchants'  Bank,  of 
York,  disappointed  in  obtaining  a  charter  in  1603,  had  oontiouad 
■MM  Older  its  artidss  of  Msoeiation  A  fresh  s|n>iiBattoB  lor  a  ak 
had  bMO  made  In  ISM;  taii,  instead  of  graatinfr  om^  tfae 
of  that  jcar  paMsd  an  aet  prohibiting  banking  by  nnineavpontad 
panies,  niMlsr  ssrers  pmalttes,  de«laring  notes  or  othsr  ssontlk 
the  payment  of  moneys  in  such  cooipanies  void,  aad  i(Md^  tha  M«^ 
ohaota'  Bank  one  year  in  which  to  wind  up  its  attain, 

MBasinsr  SBlB  lor  Itac  rMlialot  of  prtnte  baak>B«  ted  isoasly  basa  i^acd  to 
VM  tan  Iks  oM  ao(  of  rarilaBai  of  1741,  ths  in 
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New  Enctlnnil  bniJ  almost  procluce<l  a  rebelllcnj.    The  stockboldeni  of  the 
rs«]ik,  Hot.  dlaooiiru^Hl.  acHtu  uia<le  their  appearance  at  Albany.    The 
euio.'mtM,  /roni  tii*Mr  euncuni  in  tht-  Maahatt&n  and  other  baiikf,  were  not 
ifceply  IntrrrstiHl  la  kwping  up  a  monopoly,  bat  they  also  considrrett  it  quite 
We  th«i  an  a*wo<-lutlon  of  Fe<lerali8t8  should  presume  to  ask  a  Democratic 
for  a  Ijatilc  I'harTtT.    Aftw  verj'  hot  debates  and  a  violent  iilteri'ntion,  in 
I  Senators,  ))oth  hnvitiK  tht>  title  of  judge,  I'unie  to  actual  tl«tii<ufTM  within 
lal  precinct*,  the  bill  of  inorir|iuratiuu  passed  the  Senate  by  a  uiajority  of 


adal  rontiecteil  witb  the  pansa^^e  of  tbiB  bill  was  the  exposure 
»o  Henators  who,  through  aiiollier  Heiiatttr,  had  ao«epted  stcx'k  in 
b«T!k  with  tlio  understaiiJiug  Uiat  it  was  to  be  taken  off  their  hands 

1'  per  cent,  advance. 
^Ui  ! -T  serious  contests  over  bank  charters  occurred  until  1812. 
^■r  Tompkins  in  his  mesfiage,  in  January,  1812,  refers  to  applica- 
Plr  new  banka  with  a  capital  of  eighteen  and  one-half  millioiii)  of 
uv.  There  was  already  an  existiuK  banking  capital  in  the  State  of 
nOo.onii,  authorized  to  contract  debts  to  the  extent  of  #39. 0< Ml. 000. 
Governor  objected  t-o  the  uiultiplicntion  of  banks,  and  alleged  that 
EoUectioD  of  the  specie  of  the  country  in  their  vaults  made  it  more 
lenient  to  be  sent  out  of  the  country. 

D  tfae  spring  of  1812  the  stockholders  of  the  Bank  of  the  United 
M  made  application  for  a  charter  of  a  branch  to  be  etttablishcd  in 
Tork  city,  to  he  cnlled  the  Bank  of  America.  There  were  allcga- 
lof  bribery  in  connection  with  the  passage  of  the  bill  through  the 
l^aad  to  prevent  its  passage  by  the  yenate  Governor  Tompkins, 
^Bthority  of  a  clause  in  the  constitution  of  1817,  on  March  27 
^Bd  the  Legislature  for  sixty  days  by  a  special  message.  He  urged 
^Knk  with  so  large  a  capital  was  unnecessary,  and  that  sufScient 
rniM  been  furnished  him  to  show  that  the  bank  applicants  had  used 
tempted  to  use  corrupt  means  to  secure  the  charter. 

Thb  Baj;k  of  Ambrica  Chartbred. 

be  Legislature  met  again  on  May  21. 1812,  and  on  the  22d  the  Bank 
uerica  bill  w»ui  called  up  in  the  Senate.  A  motion  to  recommit  was 
>jr  a  tie  vote.  Many  dilatory  motions  were  made  and  lost  by  a  vote 
leen  to  fifteen,  and  on  May  24  the  bill  passed  by  the  same  vote,  and 
ne  a  law  Jnne  2,  1812. 

I  the  bill  passed,  the  bank  wa.s  to  pay  $400,  GOO  to  the  State,  and 
lound  to  loan  to  the  Htatc  at  any  tiiue  it  might  require  it  1^1,000,000 
i  per  cent,  and  an  additional  ^1, 000, 000  at  six  per  cent.  The  capital 
I  to  be  paid  in — ^,000,000  In  stock  of  tie  Bank  of  the  United 
kI  $1,000,000  in  CAsh.  Books  for  subscription  were  therefore 
ten  States.  The  bonus  to  the  State  and  the  loans  required 
ter  were  remittod  by  the  acts  of  March,  1.S13,  and  Febru- 
),  1819,  on  the  stipulation  that  the  capital  should  be  reduced  to 
•  Hlldreth'B  "  Hist.  U.  S.."  Vol.  V,  p.  6«l-a). 
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%|,000,000  and  then  to  $2,000,000.     It  waa  afterwards 
#3,000,000. 

The  charters  granted  from  1791  to  1812  generally  contained 
ioDB authorizing  the  colleges  of  the  8tate  (Hamilton,  Union  and  < 
bla)  to  subscribe  for  portions  of  the  stock,  and  the  State  itself 
times  authorized  to  lie  a  subecriber. 

None  of  the  baiilu  chartered  prior  to  1816  were  required  to  pay  their 
notes  in  upecie.  The  first  bank  required  to  do  this  was  the  Bank  of 
Niagara,  at  BufEalo,  incorporated  in  1816.  Afterwards  ttiia  pnnrision 
was  inserted  in  all  cli&rters. 

Ngw  BAjnoso  Plan  Proposbd. 

Of  the  banks  chartered  before  1829  the  charters  of  over  thirty 
without  regard  to  the  date  of  their  organization,  made  to  expire  in  the 
years  from  1831  to  1833.  Mr.  Forman,  in  bia  plan  for  a  aafety-fnod 
system,  said  ttiat  tiiis  was  done  because  intelligent  men  foTMaw  evib 
which  might  arise  from  the  plan  of  incorfwratiitg  independeot  **n**hT. 
and  believed  that,  by  limiting  all  charters  toalxiut  the  same  tame  of  U- 
piration,  it  would  become  possible  for  them  to  adopt  voriie  general  9g^ 
tepi  of  regulations  which  would  secure  u  sounder  circulation  < 
management. 

A  elaoae  was  inserted  in  the  constitution  uf  1821,  whicii  reqnirvd  Um  | 
■Ment  of  two-thirds  of  both  branches  of  the  Legislature  in  order  to  ia>  I 
oorpornte  a    motieyed    inxtitntion,    with    the  intention   of    obvfaUiqf 
■otut*  of  tlie  esWn  which  bud  grown  out  of  the  cunte»t  for  bank  ebaxtefS. 
The  only  effect  of  the  reatrietiTeolaiue  wa«  to  increa^  the  aril  by  ran- 
dering  ncoossary  a  more  extended  system  of  corruption. 

The  restraining  act  of  1801,  to  which  reference  has  been  nadsv 
passed  with  the  special  object  of  preventing  the  Merchants'  BMik  of 
New  York  from  continuing  busmewt  without  legislative  enactntsnt,  yn>- 
hibited  any  person  under  a  i>enalty  of  one  thousand  <li>llnr«)  fnioi  »ab- 
scribing  to  or  becoming  a  member  of  any  t-orporatlon  for  the  purpMM  of 
reeeiving  deposits  or  of  transacting  any  other  tiusiness  which  ionirpor^ 
ated  banks  may  or  do  transact  by  virtue  of  tlicir  acts  of  lnc<irpui»tian. 
This  restraining  law  in  said  to  have  been  passtnl  through  the  aid  of  Inftu- 
ential  men  wlu>  mmtrolled  and  were  interested  in  Htnkinj  corpotn lioos 
then  In  oiixtencf.  ThiN  law,  as  is  seen,  prohibited  assodAtloss  of  pcr^ 
sotti*  from  doing  »  banking  buMnc«s,  but  it  dtd  not  •poctftoalljr  prolilbh 
individuaU  or  iucurponiU**!  iti>titutions  from  engaging  in  banUoft  Mid 
iKMuiug  notnx,  which  they  <lid  in  denominations  us  Iowa*  six,  twelir\|^ 
twenty  Hvu,  ilfty  and  sevenfji-tlvu  cents,  as  wcUaabilUof  gn<at«?rvnliML 
At  the  cUiwt  of  the  War  of  IHI^  this  had  Ijeootue  an  eril  of  jnrat  -rrsg- 
nitudc.  AitKuig  thoxe  «<ngaging  in  this  buHinun  were  tb*<  Bonksn' 
Kfrhntigi*  liank,  I'tica  Insurance  (.'oui[Miny,  Little  Falls  Ai|o«due< 
Awftcintiiin,  Catskill  Ai|aeduct  AsKwiation.  Huiall  notes  of  BeqJ.  Ifarili- 
boni'    C'ulviri  <'hoeM>man.  and  a  host  of  ltiiliviiluiil*<  and  rurponatitictft 
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keeipers,  glass-makers,  merchants,  turupike  companies,  etc.  To 
It  a  stop  to  thin  the  restrainint?  act  of  1S18  was  paase<1,  wliich  pro- 
lyl tliAt  no  person,  association  of  persons,  or  body  corporate,  except 
ph  bodieji-corjjorate  as  were  esprosly  authorized  by  law,  sliould 
ep  any  office  for  the  purpijse  of  receiving  deposits  ordisconnting  notes 
bills,  or  for  issuing  any  evidence  of  debt  to  be  loaned  or  put  in  cir- 
lation  as  money.  The  law  of  1S04,  thus  amended,  remained  upon 
ote  books  for  thirty  two  years,  and.  after  various  unsuccessful 
was  Anally  repealed  in  1837,  one  year  before  the  passage  of 
Banking  Law. 

YoBK  SAFBTT-FrNT)   Systkm  OP  Chabtkked  Banks, 

S28tlie  charters  of  the  greater  number  of  incorporatefi  banks 
Jtate  were  to  expire  within  the  next  four  years,  among  them 
eight  large  banks  In  New  York  city,  and  these  institutions  were 
^ing  a  combined  effort  to  obtain  from  the  Legislature  a  renewal  of 
kLr  ohATters  "without  conditions  or  restrictions,"  or,  its  the  bank 
tk  wcpreseed  it,  ".with  clean  charters."*  In  order  to  effect  their 
^B»  the  banks  exerted  themselves  to  secure  the  election  of  mem- 
|P%f  the  Legislature  favorable  to  them,  and  also  gcuned  all  the 
ihei  influence  they  could  by  favoring  such  schemes  for  internal  im- 
ivementa  as  were  popnlar  in  different  localities.  Those  in  the  Leg- 
iture  who  favored  branch  canals  and  roads  in  their  sections  of  the 
ite  Joined  with  the  meinl)er8  in  favor  of  banks  to  insure  the  success 
their  sevenil  projects.  In  his  letter  to  Hon.  A.  C.  Plagg  on  this 
>ject,  Abijah  Mann  states  that,  being  a  member  of  the  Legislature 
1828,  he,  in  order  to  prevent  the  obtaining  of  charters  without  con- 
[ons,  proposed  that  each  of  the  new  charters  should  contain  a  pro- 
I^E  making  the  stockholders  personally  liable  for  the  debts  of 
^^nks.  The  motion  was  made  on  the  occasion  of  the  pass- 
of  a  bill  to  ext^-nd  the  charter  ot  the  Bank  of  Geneva,  and  was 
,,  bat  had  its  effect  afterwards  to  double  the  amount  of  their  stock, 
by  tlie  constitution  of  the  State,  of  1821,  a  two-thirds  vote  of  the 
•islatnre  was  required  to  pass  an  act  uicorporating  a  bank.  It  was 
nd  tliat,  even  with  the  assistance  of  the  advocates  of  the  internal 
■  lit  schemes,  the  charters  could  not  be  renewed  in  tlie  face  of 

ID  which  had  sprung  up.     On  the  final  vote  upon  these 

ksures  many  of  them  were  lost  by  the  lack  of  only  one  or  two  votes. 

trds  of  the  members  of  the  Assembly  numbered  84,  and  many  of 
received  83  votes,  t  Mr.  Mann  ascribes  this  lack  to  the  absence 
I'arrier,  his  colleague  from  Herkimer  county,  "who,"  he  says, 
merchant  in  favor  of  bonks,  but  was  an  honest  and  independent 
Fie  became  at  lost  sati.slled,  when  the  vote  was  taken,  that  the 
t  of  the  State  and  its  treasury  were  in  great  danger,  whereupon 
luUdenly  left  jUbauy  to  attend  to  his  merchandise." 

•nu.  t  Aaavtnbljr  Journal,  1888,  pp.  11, 12, 13. 
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GOVBRNOR  VAW  BxjBBN'S  PROPOSAI^B. 

Governor  Van  Buren,  in  his  messa^  to  the  Legialatnie  in  18S9,  says 
that  oat  of  fort^  incorporated  banks  in  the  State,  thirty-one  would  ex- 
pire within  four  years,  chiefly  within  the  next  two  years.  He  thought 
it  would  not  be  possible  to  get  along  without  banks,  nor  would  it  do  to 
depend  on  a  Federal  bank.  It  was  necessary  to  pursue  one  cX.  two 
courses,  to  renew  the  charters  of  the  existing  banks,  when  known  to 
be  sound,  or  to  take  measures  to  incorporate  new  institutions  to  take 
the  place  of  those  about  to  expire.  A  State  bank  controlled  entirely 
by  the  State  would  probably  end  in  disaster  as  similar  institutions  in 
other  States  had  done,  but  a  State  bank  with  branches  controlled  by 
private  stockholders,  and  in  which  the  rights  of  the  State  as  a  stock- 
holder were  the  same  as  those  of  individual  citizens,  would  probably  be 
better  than  the  present  system.  There  was  not,  however,  any  way  of 
getting  rid  of  the  present  system  without  the  risk  of  immense  damage 
to  the  business  of  the  State  as  the  result  of  the  liquidation  of  so  many 
banks,  and  therefore  it  must  be  retained.  The  efforts  of  the  Legisla- 
ture should  be  directed  to  securing  its  safety  and  stability.  The  expi- 
ration of  so  many  charters,  and  the  applications  for  renewal  and  for 
new  incorporations,  gave  the  Legislature  the  opportunity  to  secure  the 
agreement  of  the  banks  to  measures  which  would  effect  their  safety  and 
stability.  Bonuses  he  opposed  as  tending  to  weaken  the  institutions 
which  paid  them.  The  personal  liability  of  stockholders  tended  to 
lower  the  character  of  those  who  went  into  the  banking  business.  He, 
however,  had  received  suggestions  from  disinterested  sources  which,  if 
carried  out,  would,  in  his  opinion,  insure  safety  to  the  circulation  and 
an  enviable  soundness  to  the  banks.  He  then  outlined  the  safety,  or 
bank  fund  system,  in  general  terms. 

On  January  26,  1829,  Mr.  Van  Buren  addressed  a  letterto  the  Assem- 
bly, in  which  he  says,  in  answer  to  requests  for  information  called  out 
by  the  portion  of  his  message  referring  to  the  bank  funds,  that  he  had 
requested  Mr.  Joshua  Formau,*  of  Syracuse,  who  had  first  suggested 
the  matter  to  the  Governor,  to  write  out  his  plan  in  detail.  Mr.  Van 
Buren  therefore  enclosed  in  his  letter  a  letter  from  Mr.  Forman  of  Jan- 
uary 21,  1829,  enclosing  his  plan,  which  was  carefully  and  ably  elabo- 
rated. 

Mr.  Forman  commenced  by  mentioning  the  evils  of  the  existing 
system — how  banks  were  organized  without  capital  and  managed  with- 
out honesty.  When  honestly  organized,  they  were  often  bought  up  by 
swindlers  who,  maintaining  a  fictitious  credit  by  making  unearned 
dividends,  sold  out  the  stock  to  innocent  holders  after  plundering  the 
good  assets.  There  was  no  control  or  check  upon  the  issue  of  cirdula- 
tion ;  and  by  excessive  expansion,  succeeded  by  sudden  contraction,  the 

*  Hr.  Forman  Suggested  Erie  Canal,  1806,  Boberto,  N.  T^  680. 
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Binew  of  the  ponntry  wiw  exposed  to  contiiiiially  recnrring  periods  of 
snriaJ  disturbance.  The  evils  and  lof<s  resulting  from  the  irregular 
liijudicious  maiiagemeut  of  solvent  bonks  even  exceeded  thoee 
lirred  by  the  failures.  He  argued  that  the  proper  proportion  of  cir- 
atlnit  medium  is  intiiuately  connected  with  the  actual  products  and 
I  -  of  a  country.     Paper  money  redeemable  in  coin  in  proper 

I  1^  good  as  coin.     Undue  issues  have  the  effect  of  increasing 

pes  in  ilje  same  way  as  an  undue  proportion  of  coin  in  circulation, 
||a^the  power  tlmt  coin  has  of  regulating  its  volume  by  going  to 
^^■ontrifti.  An  increase  of  prices  makes  it  nnprotitable  to  export 
nm  payment  of  foreign  debts,  and  the  gold  and  silver  on  which  the 
^r  money  is  based  are  exported  for  that  purpose.  There  being  no 
tlet  for  home  prodncts,  the  market  is  glutted  nod  stagnation  of  buai- 
B  ensues.  The  circulating  notes  of  the  banks,  no  longer  needed  when 
re  Is  no  business,  are  returned  for  redeinption.  The  banks  press 
\r  debtors.  Prices  then  fall,  as  everyone  is  anxious  to  sell.  As  they 
Ic  in  {Nrice,  commodities  are  exported,  relieving  the  home  market; 
(prio68  rise  again,  gold  and  silver  return,  the  banks  again  put  out 
enve  inues,  and  the  same  round  is  repeated. 

\&.    FORMAJf'S    SCGOBSTIONS    FOR    RKeCLATUrQ    TBB    BAJN^KINQ 
BUSIKBSS. 

Porman  proposed,  in  order  to  regulate  the  bank  issues,  to  first 
IN  the  payment  of  capital,  to  limit  loans  and  discounts,  to  prevent 
eof  bills  other  than  those  payable  on  demand,  to  prevent  specula- 
iby  bank  officers  in  the  depreciation  of  their  paper,  and  the  trana. 
Ing  of  HssetB  to  preferred  creditors  in  anticipation  of  insolvency. 
propoaed  a  Board  of  Commissioners  to  be  chosen  either  by  all  the 
b,  or  appointed  by  the  State,  or  by  the  State  and  banks  Jointly. 
;>referred  that  they  should  be  appointed  by  the  banks,  as  he  thought 
State  should  interfere  as  little  as  possible.  These  commissioners 
'  toinnpect  the  business  of  all  the  institutions,  and  were  to  enforce 
he  legal  regulations.  The  commissioners  were  to  be  answerable  to 
Governor  of  the  State  for  their  conduct,  and  oould  be  removed  by 

ireofficient  cause.  Inasmuch  as  the  banks  under  the  restraining 
pi  tlieir  charters  bad  the  exclusive  right  to  issue  circulation,  with 
accruing  profits,  he  thought  it  but  right  that  they  should  be 
fully  bound  to  secure  the  safety  of  such  circulation.  He  proposed 
>d,  "  to  be  raised  from  an  annual  payment  of  all  the  banks,  accord- 
0  capital,  to  be  appUed  to  the  payment  of  the  debts  of  such  banks 
all  fail ;  to  go  on  accumulating  until  it  shall  amount  to$500,000  or 
'O.OOO."  When  diminished  by  payments  it  was  to  be  brought  up 
iither  contributions.  The  State  was  to  incorporate  no  other  banks 
lose  willing  to  come  under  this  system.  The  couimisjiioners 
receive  the  subscriptions  of  stock  of  each  newly-iucorpornted 
oertify  that  it  was  actually  paid  in  to  the  Secretary  of  State. 


402  mSTORT  OF  BANKING. 

The  banks  under  the  law  were  not  to  be  taxed  as  corporations,  bot  the 
stock  of  individual  stockholders  was  to  be  subject  to  taxation.  He 
says  : 

"  The  propriety  of  making  the  banks  liable  for  each  other  was  suggested  by  the 
r^nlationa  of  the  Hong  Merchants  in  Canton,  where  a  number  of  men,  eac^  acting 
separately,  have  by  a  grant  of  the  Government  the  exclusive  right  of  trading  with 
foreigners,  and  are  all  made  liable  for  the  debts  of  each  in  case  of  failure.  The  case 
of  our  banks  is  very  similar ;  they  enjoy  in  common  the  exolnsive  right  of  ntaklng  a 
paper  currency  for  the  people  of  the  State,  and  by  the  sime  rule  should  in  oonunon 
be  answerable  for  that  paper.  This  abstractly  just  prmciple,  which  has  stood  the 
test  of  experience  for  seventy  years,  and  under  which  the  bond  of  a  Hong  merchant 
has  acquired  a  credit  over  the  whole  world  not  exceeded  by  that  of  any  other  secority, 
modified  and  adapted  to  the  milder  features  of  our  republican  institutions,  OMiati- 
tates  the  basis  of  the  system." 

He  thought  banks  should  be  confined  to  discountiuK  short-time  p^per, 
to  be  paid  at  par  without  promise  of  renewal.  The  most  surprising 
sug^stion  in  Mr.  Forman's  plan  is,  however,  that  the  banks  should 
be  compelled  to  invest  their  capital  in  safe  public  stocks  or  pat  it  oat 
at  interest  on  bonds  and  mortgages  upon  productive  real  estate  of 
double  the  value  for  long  periods,  and  not  employ  it  in  their  ordinary 
business.  This  he  considered  a  most  essential  feature,  although  it 
may  seem  singular  to  many  ;  but,  as  he  feared  it  could  not  be  ap- 
applied  to  the  existing  banks,  he  only  mentions  it  in  order  to  state  the 
whole  case.  The  banks  that  adopt  this  plan  would  do  business  purely 
on  their  own  credit,  without  touching  their  capital,  which  would  re- 
main as  a  permanent  support  to  that  credit.  To  the  objection  that  the 
banks  would  have  no  specie  by  this  plan  with  which  to  redeem  their 
bUls,  he  answers  that  in  payment  of  loans  a  due  proportion  of  specie 
would  flow  in,  and  that  good  management  would  then  preserve  a  proper 
proportion. 

AUTHOK  OF  THK   SAFKTY-FUND   PliAJT. 

This  investment  of  capital  in  stocks  and  mortgages  is  the  prinoipie 
afterwards  adopted  as  the  basis  of  the  free  banking  system.  Abijah 
Mann,  in  his  letter  to  Hon.  A.  C.  Flagg,  claims  the  idea  as  his,  and  says 
he  obtained  it  from  conversations  with  Mr.  Benton  in  regard  to  the 
English  joint-stock  banks.  Mr.  Mann  rather  ignores  Mr.  Forman  in  lus 
pamphlet.  He  says  the  safety-fund  system  was  said  to  have  been  sug- 
gested by  Judge  Formau,  of  Onondaga  county.  Mr.  Mann  was  a  member 
of  the  Legislature  of  1829.  Mr.  Forman's  plan  was  sent  to  the  Legisla- 
ture by  the  Governor,  and  the  Assembly  ordered  thrice  the  usual  num- 
ber of  copies  in  such  cases  printed.  It  is  hardly  possible  that  Mr.  Mann 
could  have  failed  to  have  seen  Mr.  VanBuren's  letter,  in  which  he  gives 
Mr.  Forman  credit  for  the  suggestion  of  the  safety  fund,  or  Mr.  For- 
man's plan  itself.  If  he  saw  the  letter  it  would  appear  that  he  overlooked 
the  suggestion  therein  contained  as  to  the  investment  of  capital  stoc^ 
in   public  stock  and  bonds  and  mortgages,    which   he    afterward) 
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his  own  idea  derived  from  tbe  practice  of  English  Joint 

banks,  with  which  be  first  became  acquainted  iu  conversation 

Mr.   Benton.     Mr.   Fonuan's  plan  is  remarkable  for  thi«   sount^ 

^consorvative  views  in    regard  to  banking  and  finance  oontaine<} 

ein.  being  mnch  in  advance  of  those  usually  held  by  the  majority 

iblie  men  at  that  time. 

Die  letter  of  the  (jovemor  and  the  plan  of  Mr.  Fonnan  were  taken 
consideration  by  tiie  Committee  on  Banking  Corporations.*  and 
10  report  of  the  latter,  bringing  ui  a  bill  founded  almost  entirely 
Ir.  Fonnan's  letter,  although  omitting  fiome  of  his  best  suggestions, 
ignore  Mr.  Porman  entirely,   and  treat   the   bill  as  their  own. 
Paige  was  chairman  of  this  committee.     Mr.   Mann  speaks  of 
Ibill  as  Judge  Paige's  bill.     The  report  reads  tliat  tbe  committee 
ter  themselves  that  they  have  liit  on  a  measure  that  will  possess  the 
Unable  recorontendation  of  creating  a  complete  and  infallible  security 
gbditors.  and  will  impart  a  solidity  and  currency  to  the  bank  paper 
^■kate  not  equalled  by  any  in  the  world  ;  and  also  that  its  pro- 
IPnrill  be  practically  acceptable  to  the  biinks.  f    The  bill  was  re- 
ad February  13.  1829.     The  hopeful  statement  in  the  oommittee's 
rt,  that  the  bill  would  meet  the  approval  of  the  banks,  is  rendered 
Jtfiil  by  the  fact  that  it  was  strenuously  opposed  by  the  banks  of 
my  and  New  York  city  although  popular  with  the  country  banks, 
ition  was  almost  fatal.     Mr.  Mann  says  : 

lit  an  Interview  with  Jadgo  PniKO,  and  told  him  tbfU  his  bill  was  as  dead 
unleaa  something  could  tie  done  to  change  tbe  curreut  asd  save  it. 
i-by  ihe  taws  coDtaiDod  In  the  chartcrH,  that  country  baoks  bad  the 
E^wren  per  cent,  in  u(lvikn<;e  upon  discounts,  while  thu  banl(s  in  Alliany 
iVw  York  were  generally  rt'stricted  to  sis  per  cent.    For  this  discrimination 

(no  longer  any  reason,  if  any  ever  exLstwl,  and  it  was  agreed  betwcei*  us 
Bid  profiosean  amendment  to  the  bill  to  place  them  all  upon  the  same  foot- 
dlow  Uiem  Keren  per  cent,  on  all  paper  having  more  than  sixty-three  days 
I  •  •  Tlie  amendment  was  proposed  and  adopted  without  deliale.  ♦  •  • 
morniae  the  patriotic  representatives  of  tbe  Albany  banks  appeared  in 
'>by  with  brilliant  (Muntenancos  and  congratulated  me  with  exuberant  joy  on 
on  of  the  State  and  the  rest  of  mankind.  They  had  ciphered  out  tbe  value 
i  fraud '  over  night,  and  possessc<l  their  souls  in  peace." 

few  York  banks,  thus  deserted  by  their  Albany  allies,  were  un- 

jvent  the  passage  of  the  bill.     Mr.  Mann,  in  his  letter,  seems 

Ight  in  portraying  liimself  as  the  good-natured  benefactor  of  bank- 

dtitutions,  which  in  his  heart  he  regarded  with  aversion  and  eou- 

AJrhough  representing  himself  as  indispensable  to  the  {Missage 

•  hill,  yet  he  speaks  contemptuously  of  another  feature  of  it,  as 

»;    "Tbe  law  operated  a  few  years  under  the  guardianship  of 

jmissjonergi,  who,  General  Root  said,  were  placed  there  like 

watch  a  meat  market,  and  were  as  easily  subsidized  by  suit- 


lily  Journal,  ISSP,  p|).  «3l-as. 
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The  Assembly  passed,  on  March  18.  the  Safety-Fond  Act  by  a  v<ile  ■ 
seventy-four  to  thirty-one.  Although  very  materially  modify iitv  Mi< 
existing  banking  system,  it  did  not  require  a  two-thirds  vrit»^.  fo»  it  Ir 
corporated  no  new  bank.  The  bill  was  introduced  in  the  Sennio  Marohl 
20,  referred  to  a  committee,  and  reported  on  the  24th.  •  A  Iett*r  was 
read  in  the  Legislature  from  the  Presidents  and  Cashiers  of  several  of 
the  New  York  bank«,  which,  although  deserted  by  their  All>anj  aJUoa^ 
still  opposed  the  bill,  inaFmueh  as  the  privilege  of  charging  WTeo 
oent.  on  discounts  was  not  of  the  same  advantage  to  them,  praying  1 
Legislature  for  perm Lssion  to  withdraw  their  petitions  for  renewal  of 
charter  if  the  bill  be<vunp  a  law,  beingsatisfled  that  thev  could  not  con- 
tinue business  if  it  poiised.  This  did  not  have  the  desired  effect ;  it  was 
regarde<I  iis  a  tlirsat,  and  perhaps  made  some  of  tlie  Senators  more  d*- 
tenuiiied  in  favor  of  tlie  measure.  It  passed  March  31,  with  sligfat 
amendment,  wliifh  was  concurred  in  by  the  Assembly,  and  the  bill 
oauie  a  law  .'Vpril  2,  1829.  t 

Tlie  dLstinctive  feature  of  this  law  was  that  requiring  the  estiiblk 
ment  of  a  common  fund  by  a  provision  requiring  every  banking  i 
atiori  therttafter  created  or  whose  charter  should  be  renewed  or 
tended  to  contribute  annually  a  sum  equal  to  one-half  of  one  per  ee 
of  its  oapltal  stock  paid  in,  the  payments  to  be  continued  until 
BOOh  eorporation  had  contributed  to  an  amount  equal  to  ttu«s  p«r 
oeot.  of  its  capital  stock.  The  fund  was  to  be  in  charge  of  the  Cotnp' 
truller  and  Treasurer,  and  was  to  be  kept  aeparat«  from  thn  (onds  of  ] 
the  State.  It  was  to  be  invested  by  the  Comptroller,  and  the 
from  the  aauie,  after  paying  the  expenses  of  the  Rank  Commbaiao«ri| 
created  by  the  law,  was  to  be  returned  to  the  contributing  banks  la 
proportion  to  their  contributions.  Whenever  the  fund  was  nodoaed  hf 
paynifuts  on  aoctount  of  tuMJlvency,  the  .several  banks  wero  reqair»d 
to  continue  their  annual  contributions  until  the  limit  of  thnM  per  ( 
of  tl>e  aggragate  oapltal  of  all  the  banks  was  reached. 

Banks  Placbd  Uhdkr  SirPERvisioH. 

Anotlier  feature  of  the  system  was  the  appointment  of  three ' 
Conimissionen  to  super\-i»o  and  inspect  the  ^evenU  banks,  and  r«poi< 
annually  to  the  I>egialature  the  result  of  their  investigationa.  It 
supposed  that  in  n  commission  consisting  of  three  persons  eaefa  woold 
be  a  check  upon  th«9  othrni.  To  effect  this  purpose  the  aorimiK*  and 
Senate  were  to  appoint  one  commissioner,  the  banks  in  the  aontlMnaj 
portion  of  the  State  another,  and  the  rrmaining  banks  a  third. 

These  cnmmiisdonen  wen  reqain.>d,  citlicr  chms  or  more  of  tbai^  ( 
make  an  nxamination  of  each  bank  in  the  system  ones  in  four 
and  any  thror  rorporaiiuua  could  rvquest  tltem  to  make  a  spselal  < 
tf.»ti#in  of  any  bonk  which  they  had  nasoa  to  believe  r<^qai^od  IL 

«re  not  to  be  penonally  bitvnwtod  in  any  bank.    K' 
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bank  could  comiuenoe  businesa  until  the  payment  of  its  capital 
had  been  proved  by  oath  to  tlieir  satislaction.  The  banks  could 
notes  to  double  the  amount  of  their  capital,  and  their  loans  were 

to  exceed  two  and  a  half  tiuiea  their  stock.  The  Chancellor,  in 
of  insolvency,  was  to  determine  the  amount  of  debt«  of  the  bank, 

amount  of  its  a!iu<et.s,  and  the  amount  to  be  paid  from  the  fund. 

;nsion  of  specie  payments  for  ninety  days  was  one  ground  for  in- 

eney. 

The  law  in  regard  to  the  manner  of  the  appointment  of  oomraiaeion- 

raa  changed  in  1837,  when  the  Helectiou  of  all  tliree  was  given  to 
I  Governor  and  Senate. 

Ion.  Millard  Fillmore,  Comptroller  of  the  State  of  New  York,  in  bis 
>rt  for  1849,  says: 

[.••This,  of  c«>ur9c,  broogbi  them  within  the  vortex  of  the  i?reat  politic*!  whirlpool 
bo  State,  am]  the  pluco  mis  soutfbt  for  and  conferred  upon  piirtison  aspirants 
DQt  duv  rvKiinl  iti  all  cases  to  their  qimlificatioos  to  discburKe  tbu  delicate  tmat 
aittod  to  them.  This  state  of  tbinKS,  undiT  the  Bdiuinistration  of  Itoth  the  great 
tieti  of  the  State,  continaed  tintil  1843,  when  the  Legislature  abolished 
Fand  conferred  the  power  uf  examining  these  banks  npun  ibis  office  wben- 
I  was  reason  to  8Us|M<ct  that  a  bank  bad  made  an  incorrect  report,  or  was  in 
fe  or  UBBoand  coudition  to  do  banking  business.'' 

3e  stock  of  the  safety-fund  banks  was  distributed  by  agents  se- 
^^^om  the  neighborhood  of  the  institutions,  and  was  in  many  in- 
^Htaivided  among  the  political  friends  or  favorites  of  the  agents. 
laBik  Commiseioners,  in  their  report  for  1837,  say  of  this: 

'*  Tbo  diatribation  of  bank  8U>cks  created  at  the  last  session  has  tn  rery  few,  if 
Insiani.tfM  1>e<-n  productive  of  anything  like  genenl  satisfaction,    In  most  in- 

>ttB  fruits  have  been  violent  contention  and  bitter  personal  animosities,  cor- 
Btbe  pnblic  mind  and  destmotive  of  the  peace  and  harmony  of  society." 
I  Commissioners,  in  despair  at  the  situation  and  the  general  com- 
Qts,  proposed  that  the  stock  should  thereafter  be  sold  at  auction. 

^f  Thk  Nbw  Ststbh  in  Opbratiok. 

'ODtributions  to  the  fond  were  first  made  in  1831.  In  1832  the  re- 
ef the  Bank  Commissioners  indicntes  that  there  were  then  flfty-two 
tain  operation  under  the  safety  fund  system,  and  twelve  others  not 
Bct  to  it.  They  mention  a  large  and  continuous  increase  in  circula- 
le  banks  from  January  1,  1829,  to  January  1,  1832,  that  of  the 
itside  of  New  York  city  and  Long  Island  bavmg  risen  from 
1829  to  98,C22,277  in  1832.  There  was  also  a  correspond- 
» in  capital  stock.     They  say : 

^visry  largx  amount  of  clreulatlon  of  the  banks  outside  of  the  city  of  Now 

:  with  that  of  the  last  year.  Is  attributable  la  part  to  the  use  of  capital 

'  caruil  fund,  in  ;iart  to  the  c»tablishmen(  of  now  banks,  and  partly  to 

liug  in  ibe  cottntr>',  somewhat  encouraged  by  the  facilities  afforded 
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The  canal  fond,  which  amounted  to  about  two  miUions  of  dollars, 
was  deposited  with  banks. 

The  stocks  of  the  new  banks  were  sought  for  with  much  eagmiew 
both  by  investors  at  home  and  from  other  States.  The  latter  were 
induced  to  purchase  because  of  the  popularity  and  supposed  safety  of 
the  safety-fund  system,  and  the  former  by  the  hope  that  the  demand 
from  abroad  would  force  the  stock  to  a  premiiun  which  they  could 
realize  by  selling  out  after  holding  the  stock  a  short  time.  Contests  for 
the  control  of  the  institutions  had  the  effect  of  increasing  the  number 
of  subscriptions,  and  the  *  commissioners  speak  of  the  number  of  appli- 
cations for  new  acts  of  incorporation  as  far  exceeding  any  prudent  cal- 
culations of  profitable  investment.  They  intimate,  however,  that  the 
demand  for  gold  for  export  Indicated  an  approaching  severity  of  press- 
ure on  the  banks,  and  view  with  apprehension  a  future  suspension  of 
q)ecie  payments.  The  law  permitting  the  banks  to  issue  notes  to 
double  the  amount  of  their  capital  would  permit  a  possible  aggr^ate 
ciroulation  of  $50,000,000,  although  the  necessity  of  redemption  in 
specie  had  kept  down  the  actual  circulation  to  $14,000,000.  If  specie 
payments  were  suspended  the  commissioners  feared  an  exorlutant 
increase.  They  reported  that  their  examinations  of  the  various  banks 
under  their  control  showed  them  to  be  in  good  condition. 

The  pressure  anticipated  in  the  commissioners'  report  of  1832  culmi- 
nated during  the  year  1834.  In  the  report  of  the  Bank  Commissioners 
for  1835  they  speak  of  the  financial  crisis  just  passed  as  of  a  ohaxacter 
political  rather  than  commercial.  The  existence  of  deep  pecuniary 
suffering  at  a  time  when  there  were  abundance  of  products,  an  unusual 
supply  of  the  precious  metals,  and  the  country  a  creditor  in  the  com 
mereial  world,  was  anomalous.  This  condition  of  distrust  was  ascribed 
to  the  removal  of  the  deposits  from  the  Bank  of  the  United  States, 
bank  curtailments,  the  neccessity  of  paying  duties  in  cash,  over- 
trading and  excessive  bank  issues.  There  were  grossly  exaggerated 
accounts  of  actual  distress,  misrepresentation  of  facts,  solemn  and  con- 
fident predictions  of  impending  ruin  in  the  public  papers,  all  coming 
from  high  authority.  The  New  York  banks  were  special  objects  of 
attack.  Insolvency  was  insinuated  and  directly  charged,  the  people 
were  appealed  to  to  save  themselves  by  demanding  specie  for  bank 
notes,  and  the  ruin  of  the  safety  fund  was  prophesied. 

The  country  banks  were  not  required  to  redeem  theu  notes  except 
at  their  own  counters,  and  when  their  paper  accumulated  in  the  cities 
it  was  at  a  slight  discount.  The  law  did  not  permit  the  country  banks 
to  buy  up  their  own  notes,  and  it  had  become  customary  for  the  Albany 
and  New  York  banks  to  purchase  these  notes  when  offered  and  send 
them  home  for  redcuiption.  The  country  banks  kept  very  little  specie 
at  home,  and  generally  kept  their  funds  in  the  cities,  and  consequently 
redeemed  the  notes  when  presented  by  drafts  upon  their  deposits  in  the 
♦  Commissioners'  Keport,  1883. 
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cities.  In  the  height  of  the  pressure,  a  refusal  to  purchase  the  country 
aotes  on  the  part  of  the  hanks  usually  doing  this  business  placed  them 
at  a  serious  discount,  though  there  was  no  refusal  to  redeem  when  pre- 
sented at  the  issuing  bank.  The  strength  of  the  banks  outside  the 
cities  is  indicated  by  the  fact  that  they  reduced  their  circulation  two 
millions  by  redemptions  within  sixty  days. 

In  183S  the  number  of  banlu  under  the  safety-fund  law  was  seventy- 
six,  with  a  capital  of  186,231,460,  that  of  other  banks  in  the  State  being 
$5,175,000.  The  total  circulation  of  the  safety-fund  banks  was  |14,- 
464,033,  against  which  they  held  in  specie  f5,561,745,  and  specie  funds 
in  city  banks  f4,944,877.  The  banks  appear  to  have  been  very  strong 
at  this  period.  The  bank  fund  had  reached  $400,000,  and  no  drafts  on 
it  were  anticipated.  The  income  from  it  was  to  be  distributed  among 
the  oontribating  banks. 

PBOPOSBD  RBTIRBMBNT  of  SMAIiL  BtLLS. 

The  commissioners  in  1835  considered  the  question  of  the  withdrawal 
of  small  bills  under  five  dollars  from  circulation  as  a  measure  tending 
to  insure  a  large  stock  of  specie  in  the  hands  of  the  people.  The  amount 
of  such  bUls  in  circulation  was  estimated  at  $4,000,000;  and  while  de- 
sirable that  this  portion  of  the  circulating  medium  should  be  superse- 
ded by  specie,  which  it  was  estimated  would  take  its  place  to  the  extent 
of  f2, 000, 000  at  most,  there  were  diflSculties  which  required  a  careful 
consideration.  In  1834  the  act  of  Congress  changing  the  relation  be- 
tween gold  and  silver  had  gone  into  effect,  and  by  it,  as  is  well  known, 
gold  was  so  considerably  over-valued  that  silver  would  not  circulate. 
As  gold  was  the  only  metal  available,  and  as  there  were  no  gold  pieces 
as  yet  coined  under  two-and-a-half  dollars,  it  would  be  impossible  to 
sapersede  the  small  bills  until  gold  dollars  were  coined  and  came  into 
circulation.  The  commissioners  recommended  that  the  circulation  of 
one-dollar  notes  should  stop  after  six  months,  of  twos  after  twelve 
months,  and  of  threes  after  eighteen  months. 

The  dividends  of  the  banks  averaged  7.81  per  cent.,  those  of  the 
country  banks  being  larger  than  those  of  banks  in  the  cities.  The  con- 
tributions to  the  safety  fund  were  not  charged  off  as  losses  in  declaring 
dividends,  but  treated  as  funds  of  the  banks. 

On  March  31,  1835,  an  act  was  passed  forbidding  further  circulation 
of  bills  under  two  dollars  after  September  of  that  year,  of  bills  under 
three  dollars  after  March,  1836,  and  of  bills  under  five  dollars  after  Sep- 
tember, 1836.  The  suspension  of  issues  of  small  bills  was  very  unpop- 
ular, as  in  the  scarcity  of  silver  coin  and  gold  coin  of  small  denomina- 
tions they  were  a  real  necessity,  and  it  became  one  of  the  principal 
questions  in  the  contest  between  the  political  parties  in  the  State  for 
election  of  Governor  in  1836.  Mr.  Seward,  who  ran  against  Governor 
Marcy,  was  known  as  "Little  Bill  "Seward.  Although  defeated,  the 
triumphant  party  saw  the  necessity  of  yielding  to  what  was  evidently  a 
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popular  demand  based  on  necessity,  and  May  Iff,  1837,  a  law  was  paM«dl 
superseding  tlie  provisions  of  tlie  law  of  1835  fur  a  limitCHl  t«nn.  Inl 
other  words,  one  dolliir  bills  were  allowed  to  be  put  in  circulation  until 
two  years  after  February,  1838,  twos  until  July  I.  1H40,  tbrt^es  and  fourw  i 
until  January  1,  1841.  The  same  limits  were  fixed  for  tbe  oireulatioa  | 
ID  tbe  State  of  small  bills  of  banks  located  outside  of  the  State, 
severe  penalties  were  imposed  for  any  violation  of  the  law. 

SrsPBNsiON  OF  Spbcir  Patmbkts. 

Tn  May,  1837,  the  New  York  banks,  in  oommon  with  thoae  th 
out  the  United  States,  suspended  specie  payments,  and  the  Legialatnre, ' 
on  May  16,  legalized  the  act  for  one  year,  but  made  it  obligatory  cm  the 
banks  to  receive  each  other's  notes.  J 

The  banks  of  the  State  resumed  specie  payments  in  the  t>prtng  of  fl 
1838,  before  the  end  of  the  year  granted  by  law.     The  siispensiun  in 
1837  and   the  resumption  in  1838  were  partioipat«Kl  in  by  the  bauka 
throughout  the  United  States :  but  the  New  York  banks  did  not  lake 
part  in  the  second  suspension,  which  took  place  in  the  fall  of  18S8. 

Thb  Prrk  Bawkino  Law. 

In  1887  tbe  Free  Banking  Law  of  New  York  went  into  operathm^  1 
and  the  banks  under  it  came  int^some  competition  with  thoMifirry-fand 
or  chartered  banks.  During  1839  the  latter  curtailed  their  loans  to  tlw 
amount  of  915,512,000,  and  their  circulation  was  diminished  by  nearly 
99,000,000.  A  considerable  depreciation  of  the  notes  of  tlie  eoantrj 
banks  began  early  in  the  fall  of  1839  from  the  disoontinuanco  of  »  rol- 
ontary  arrangement  by  which  they  had  been  purchased  by  the  city  ImbIb 
In  New  York  city.  The  city  bonks  were  induced  to  abandon  thi* 
arningenient  on  account  of  the  necessity  of  retaining  control  of  tb«ir 
own  funds  and  the  immonse  amount  of  the  country'  notet  thrown  oa 
them  for  redemption.  The  discount  on  these  note's  was  from  two  todx 
per  cent,  and  cauHe<l  much  confusion  in  the  exchanges.  Tu  muedjr 
this  state  of  things  and  prevent  their  recurrence,  tlie  law  of  May  4. 
1840,  re<|u!red  nil  bunks,  xafetyfiind  and  free  banks,  outsid*^  of  Now 
York,  Brooklyn  and  Allmiiy,  to  apix>int  ugtatB  in  tbeoitienof  New  York 
and  Alltnny  for  the  redemption  of  their  notes  at  a  dlsouuut  not  «tzeeed> 
tug  one-half  of  one  per  cent. 

From  the  year  1839  to  the  year  1841,  covering  a  |>eKod  of  tw(4r» 
yean'  duration,  the  safety  fund  was  not  drawn  U|jon,  as  no  ctiarte«wl 
bank  became  insolvent  during  that  tinic.*  The  flmt  fallorA  of  a  hank 
under  the  system  was  tluit  of  the  Wayne  County  Bank,  •■'  n*. 

due  to  the  cul|>able  conduct  of  it*  Pr*isident.     The  Chanct  ip- 

plle<i  to  in  I)ecoml>or,  1840,  fur  a  tcmjK.rary  injunction  to  ■  lo. 

stitution.  and  this  wfis  subs(>t]uently  madt>  pcrmanoot.     lu    .. .i.v 

alone  ainunuted  to  iUXf.SIK.     It  was  then  discovered  that  tlie  law 
•Oamtakmtoatn'  Btfinrt,  UtU. 
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fond  resipoiisible  not  onljr  for  the  circulation,  but  for  all  the 

if  the  insolvent  bank.* 

The  coiuniissioners  way  :  '"This  peculiar  feature  of  the  law  does  not 

u  until  recently  to  liavf  been  generally  understood  either  by  the 

lie  at  lar^e  or  even  by  tbooe  Vn^aKed  in  tlie  business  of  banking; 

great  doubt  is  entertained  in  regard  either  to  its  justice  or  its  ei- 

ency."    They  add :  "  The  Safety-Fund  Act  was  primarily  designed 

ure  bank-note  holders  and  not  depositors  or  other  creditors." 

iThe  whole  capita]  then  subject  to  the  law  was  $32,551,460,  which 

annual  payment  of  8162,795.73.     The  fund  on  January  1,  1841, 

,<543,  and  the  number  of  safety-fund  banks  ninety.     It  is  true 

i  Mr.  Furman,  in  bis  letter  formulating  the  plan,  uses  the  t«nn, 

bts  of  the  l>ank;"  but,  aa  he  just  before  dwells  particularly  upon 

ulating  notes,  it  is  probable  that  it  was  the  debts  on  this  account 

had  iu  view,  the  more  so  as  he  distinctly  mentions  frotu  $500,000  to 

jtMKXOOO  as  the  limit  of  the  fund,  which  he  never  could  have  imag- 

sufficient  to  meet  all  the  debts  of  insolvent  institutions. 
jProm  this  oversiglit  or  misunderstandijig  arose  the  disasters  which 
ierwanis  overtook  the  safety-fund,  system.  If,  as  was  the  probable 
cation  of  its  suggestor,  the  fund  had  only  been  drawn  on  for  the  re- 
bption  of  the  circulation  of  the  banks  that  became  insolvent,  it 
hid  have  been  amply  sufficient  for  the  purpose,  as  will  hereafter  be 
t».  When  it  was  found  that  all  the  debt«  of  every  description  were 
be  pidd  from  it,  a  fictitious  credit  seems  to  have  been  given  to  the 
tftered  institutions,  whicli  was  used  by  some  of  them  in  recklessly 

E'ing  debts  for  tlie  emolument  of  their  managers.  In  1842  an 
passed  devoting  the  safety  fund  exclusively  to  the  redemption 
ating  notes;  but  within  the  six  months  previous  to  the  passage 
this  law,  six  banks,  with  a  circulation  of  $1,408,000,  had  failed,  and 
l^lions  were  obtained  by  the  creditors  of  these  Institutions  to  pre- 
^^by  payments  from  the  fund  to  redeem  the  circulation  of  banks 
^Biently  becoming  insolvent  until  all  the  debts  of  banks  failing 
^K>  1842  had  been  paid.  The  act  of  1637  authorized  immediate 
nnptlon  of  bills,  but  required  one-third  of  the  safety  fund  to  be  re- 
md  for  debts.  The  question  was  further  complicated,  inasmuch  as 
^Bnf  1842  permitted  the  solvent  safety-fund  banks  to  pay  in  their 
^Hpontributions  for  the  next  six  yeans  in  bills  of  the  insolvent 
^Hn-ith  an  allowance  of  interest  to  the  bank  of  seven  per  cent,  on 
Bnm  jMiid  until  the  time  when  it  would  have  become  due.  Ten  banks 
U  had  become  insolvent  at  the  date  of  the  passage  of  the  law  of 
S,  and  this  law  required  the  bank  fund  to  be  applied  to  the  payjuent 
heir  notes  in  the  order  of  their  failure.  As  the  banks  could  pay  in 
»  of  any  of  the  insolvent  banks,  and  thus  immediately  get  a  benefit 
em,  there  seemed  to  be  a  serious  inconsistency  in  the  law,  as 
agrtiat  deliuiency  in  the  fund.  The  Comptroller,  in  1S45,  and 
*  Hoport,  isii. 
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also  in  1846,  recommended  that  a  stock,  bearing  six  per  cent,  interest, 
should  be  issaed,  to  be  redeemed  from  future  payments  to  the  fond, 
which  should  be  used  to  immediately  pay  all  the  clauus  upon  that  fund. 
In  many  of  the  failures  -which  occurred  it  was  found  that  there  had 
been  issues  of  notes  largely  in  excess  of  those  allowed  by  law,  and  that 
the  commissioners  had  been,  in  making  their  r^^^ilar  examinations,  de- 
ceived by  fraudulent  devices  and  by  perjury  on  the  part  of  bank  fa- 
cials. There  was  no  penalty  for  illegal  issues  of  notes,  nor  for  deceiv- 
ing the  commissioners.  Some  of  the  officers  were,  however,  indicted 
for  perjury.  In  July,  1843,  an  act  was  passed  which  required  all  future 
issues  of  notes  by  the  safety-fund  banks  to  be  printed,  countersigned 
and  registered  by  the  Comptroller,  to  whom  all  plates  were  to  be  turned 
over,  to  remain  in  his  custody.  All  notes  outstanding  were  to  be  re- 
deemed and  sent  to  the  Comptroller  for  destruction,  and  were  grad- 
ually to  be  superseded  by  the  countersigned  and  registered  notes. 

Condition  of  thb  Safety  Fuin>  or  1846. 

In  his  report  for  1845  the  Comptroller  sums  up  the  condition  of  the 
fund  at  that  time  as  follows  :  It  was  estimated  that  the  amoont  re- 
quired to  pay  the  debts  of  insolvent  banks  was  $1,017,000.  There  was 
in  the  fund  |179,193,  leavmg  to  be  provided  for  |»37,806.  There  had 
already  been  paid  from  the  safety  fund  $1,502,170,  and  this,  with  the 
further  amount  of  $1,017,000  estimated  to  be  due,  made  a  total  charge 
on  the  fund  by  the  failure  of  ten  banks  of  $2,519, 170.  In  his  report  for 
1846  Comptroller  Flagg  shows  that  the  total  contributions  to  the  fond 
were,  up  to  September  30,  1815,  $1,885,536.99,  and  the  redemptions  of 
notes  were  $1,769,922,  showing  the  fund  to  have  been  ample  security 
for  the  circulation  of  the  insolvent  banks. 

COMFABISON  OF  THB    SAFBTT-FDND   AND  FRBB    BANKINa  BTSTBICS. 

In  this  report  the  Comptroller  compares  the  safety-fund  and  free 
banking  systems  and  says:  "  In  the  security  of  the  public  under  each 
system,  our  experience  in  the  failure  of  ten  safety-fund  banks,  and 
about  three  times  as  many  of  free  banks,  proves  that  the  contributions 
of  one-half  of  one  per  cent,  annually  on  the  capital  of  the  safety -fund 
banks  have  thus  far  afforded  as  much  protection  as  the  deposits  with 
the  Comptroller,  by  the  free  banks,  of  a  sum  nominally  equal  to  all  the 
bills  issued  by  them.  It  wiU  be  seen  by  reference  to  a  statement  under 
the  head  of  insolvent  free  banks,  that  the  loss  to  bill  holders  on  the 
supposition  that  all  the  securities  had  been  stocks  of  this  State  and 
bonds  and  mortgages,  would  have  been  over  sixteen  per  cent. ,  while 
the  actual  loss  has  been  nearly  thirty-nine  per  cent.  The  loss  by  safety, 
fund  banks  to  the  first  holders  (from  delay  in  payment  and  consequent 
depreciation)  was  from  twenty  to  twenty  five  per  cent. ;  and  there  has 
been  a  loss  of  four  years'  interest  to  subsequent  purchasers,  whereas  in 
the  case  of  the  free  banks,  the  securities  were  sold  and  the  proceeds 
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[fothe  bill  holders  within  a  few  weeks  after  the  fnihire  of  the  bank." 
|tlir  BAnkin;;  Fuod  Act  of  1829  had  provided  oiUy  for  the  redeuip- 

I  ot  [•[rcalntJug  notes,  as  i«  the  case  with  the  act  for  free  banking,  all 
Iniitfs  of  the  safety-fund  bunks  which  have  failed  would  have  been 
|dat  piu   by  the  tH>ntri  but  ions  madt--  to  the  safety  fund  from  1841  to 

LAnd  if  the  present  plan  of  registering  notes  (to  prevent  illegal 
)  had  also  been  in  operation  the  result  would  have  been  still  more 
iDnible,  as  fraudulent  issiiea  have  been  redeeioed  from  the  safety 
id  to  the  amciont  of  ?COO,000.* 

The  Coujptroller,  in  his  report  of  December  31,  1847,  states  that, 
lerthe  uet  of  1843,  all  the  unregistered  notes  of  the  safety-hind  banks 
I  bt<en  redeemed  and  destroyed  except  1^716, (i2CI,  which  were  still  out- 
iding.    At  this  time  the  future  eontributions  of  all  the  safety-fund 

Kere  mortgaged  to  meet  the  bank  fund  stock  issued  in  payment 
fbts  of  the  t>anks  which  had  failed  during  the  years  1841-42, 
\  iu  case  of  an  additional  failure  there  could  be  no  resort  to  it, 
bj»tthe  circulation  of  the  safety-fund  banks,  amounting  to  816,926,- 
rcoted  solely  on  the  solvency  of  each  bank  issuing  the  notes.     The 
iptroller  feared  that,  as  the  debt  of  the  State  diminished  by  opera- 
of  the  sinking  fund,  it  would  be  impossible  for  banks  desiring  to 

tonder  the  free  banking  system  to  obtain  the  stocks  necessary 
Is  ot  circulation.  He  suggests  that  a  safety  fund  ample  to  pro- 
holders  might  l>e  accumulated  by  requiring  each  bank  to  pay 
>iiiv  Comptroller  au  amount  equal  to  ont-half  of  one  per  cent,  upon 
eimilatliig  notet>  to  be  issued  for  the  term  of  its  charter.  Thus  a 
I  rhartered  for  twenty  years,  with  a  capital  of  8100,000,  could  issue 
lOOO;  and,  if  it  desired  to  issue  the  full  amount,  would  under  the 
ositloa,  pay  in  at  once  f  15, 000.  The  sums  thus  paid  in  to  be  placed 
itere«t  by  the  Comptroller  for  the  benefit  of  the  fund;  with  paid- 
ipital  and  ten  per  cent,  of  circulati<}n  in  tht  safety  fund  to  be  held 
hosbanded,  he  believed  the  currency  woidd  be  amply  secured  as 
ired  by  Section  6,  Article  7  of  the  constitution,  which  provides  that 
ills  or  notes  put  in  circulation  as  money  shall  be  registered,  and 
have  ample  security  for  their  redemption  in  specie.  It  would  re- 
!  the  con.sent  of  each  of  the  free  banks  to  carry  out  this  method  of 
ety  fund,  and  ihey  ought  therefore  to  be  given  the  option  of  enter- 
%to  each  an  arrangement,  or  depositing  stock  and  bonds  and  mort- 
I  at  present.  It  is  thus  seen  that  in  1847  the  same  difficulty  was 
to  the  permanency  of  the  circulating  notes  of  the  New 
banking  .system,  based  on  stocks,  as  has  since  arisen  in  re- 
le  circulating  notes  ol  the  National  t>anks. 

UASD  FcLLHoas's  Opinion  of  thu  Safbty-Fvitd  Systebl 

Hon.  Millard  Fillmore,  Comptroller  in  1848,  in  his  report  of 
er  30,  of  that  year,  says  that  the  safety  fund  itself  had  long 
♦Bx.  Doc.  Ho.  T7. 1«  8CJ1S.  aoth  Contr.,  patre  n\. 
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since  been  exhatuted,  and  fa  tore  oontributions  to  it  mortgaged  by  tbe 
Usue  under  the  act  of  IS45  of  ^00,8S8.47  of  six  per  cent  State  bodd* 
with  which  the  debts  of  the  insolvent  banks  in  excess  of  the  fOnd  bad 
been  paid.     Since  1829  the  contributions  to  tbe  fond  had  beoi  fl, 
876,0C3,  the  whole  circulation  redeemed  from  the  insolvent  banks  wa* 
$1,548,558,  leaving  a  surplus  of  ^27,505,  which,  with  the  amount  ul> 
tained  for  the  six  per  cent.  State  stock,  hud  been  swallowed  up  to  meet 
other  debts  of  the  institutions.     "  It  Is  therefore  apparent,"  says  Mr. 
Flllinoro,  "  that  the  safety  fund  would  tiave  proved  an  ample  indna- 
nity  to  tlie  bill  holder  had  it  not  been  apphed  to  the  payment  of  other  j 
debts  of  the  bank  tlian  those  due  for  circulation."      He  thoqglit  it 
reasonable  and  proper  for  banks  to  contribute  to  a  fund  to  make  cir- 
culation secure,  but  saw  no  reason  why  such  a  fund  should  be  craated 
for  the  purpose  of  securing  depositors  and  other  creditors.     The  law. 
even  in  1842.  simply  preferred  bill  holders  ;  if  there  were  any  surpliw 
it  could  still  be  applied  to  the  payment  of  other  debts.     He  reeofn- 
mended  that  tbe  fund  should  be  sacredly  devoted  to  the  btll  boldw 
and  to  no  other  purpose. 

In  1848  there  were  seventy-eight  incorporated  safety-fund  baaka 
in  operation  and  two  branches.  The  charters  of  all  were  to  t-xpint  by 
1866.  By  tlie  act  of  May  16,  1837,  these  banks  were  allowed  la 
circulation  in  proportion  to  capital,  as  follows  : 


CapUaX.  Cirtuinlkm. 

Iiou.ouu 9iMi,uao 

iJ0.a» uo,(no 

UOiOOO I76.0(n 

Wb,9X) an.nno 


OopttdL  OlraMtaMim., 

•SEO,aDO IM.O0O 

aixMiQo JBa,aoD 

400.000 «n,oao 

eoo.ooo »o,oao 
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By  the  act  of  April  \2,  1848,  banks  with  a  capital  of  orer  (MlO^aOO 
were  allowed  to  iitsue  circulation  to  the  full  amount  of  their  capital 
but  for  this  additional  issue  they  wer«?  require<l  to  dcpoMt  security  witl 
tbe  Comptroller  in  the  same  manner  as  the  free  banks. 

The  safety-fund  system  was  not  Anally  tunninnt^d  until  I8M.  Iq 
which  date  the  charters  of  all  the  incorporated  banks  had  ftplnxL 
Legislature  passed  an  act  in  that  year  providing  tlmt  the  amoant  of  I 
safety  fund  reniainiug  after  all  claims  upon  It  were  diieliargvd  altoald 
be  paid  into  the  treasury  of  the  Stato. 

Why  thk  Sai^kty  Ptisn  Was  Not  a  Coxplbtx  Scccxss. 

Tlie  system  did  not  meet  with  the  socoera  that  the  prineiiile  wool4] 
seem  to  warrant,  and  thin  waachlt'Hy  dun  to  the  attempt  to  make  all  tho| 
debts  of  the  hisolvent  bnnkK  charg««nblc  toit.    Tlu;  heaviest  falluri'-  i.-.v 
placf  before  the  change  was  mndo  En  tho  law  by  wliich  t)' 
nutea  alooe  wen*  redemitrd  from  tho  safety  tnud.     Thn  hiMi>.-\   i>i  m.. 
fund  from  18S9  to  1866,  a  p4>ri(Kl  of  nearly  forty  yiwm,  in(lii*nt4i«  that  if,  I 
from  tbe  fbtt,  the  contribution*  of  iIm  ineorparatMl  tiank*  bad  br«n) 
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ag  the  notes  of  the  insolvent  institations,  they  would 
ivp  h«x>n  rttiiple  for  the  purpose,  and  would  have  made  the  cireula- 
ty-fund  banks  more  secure  thaa  that  of  the  banks  under 
y  !ig  system.    If  the  law  requiring  the  Banking  Department 

"  control  the  printing  and  register  and  issue  to  the  banks  their  cur- 
cy  had  IxK-n  a  part  of  the  original  act,  it  would  have  prevented  illegal 
es  to  the  amount  of  8700,000  which  were  redeemed  from  the  safety 
d  ;  and,  inst^'ad  of  a  surplus  of  about  ^3,000,  placed  in  the  State 
ury  under  the  law  of  18613,  there  would  have  been  a  surplus  of 
krly  a  million  dollars  at  that  time.  In  other  words,  owing  to  de^ 
tx*  in  the  practical  application  and  operation  rather  than  in  the 
iociple  of  the  safety-fund  act,  the  bankx,  under  the  system,  were 
(led  upon  to  contribute  about  a  million  dollars  more  than  they  would 
the  delects  referred  to  been  seen  and  obviated  at  the  outset. 

Thk  Frkr  Basking  Ststkm. 

'  The  restraining  acta,  preventing  any  one  from  engaging  in  the  busi- 
es of  banking  without  obtaining  a  special  charter  from  the  Legisla- 
te of  the  State,  had  caused  much  feeling  auiong  the  people,  especially 
;er  the  panic  of  1835,  and  this  found  voice  in  the  numerous  petitions 
the  Legialature  for  the  pajssage  of  a  law  creating  a  general  system 
private  banking.*    These  petitions  were  referred  to  a  select  com- 
ttee  of  the  Senate,  which  reported  March  18,  1837.     In  their  report 
;  committee  enumerated  the  evils  of  the  existing  system  of  Imnking. 
ey  referred  to  the  insecurity  of  the  bills  issued  by  the  chartered 
nkB,  the  loaaes  which  had  resulted  from  the  frequent  suspen^^ions, 
1  the  discounts  at  which  many  of  the  bills  passed.     Inasmuch  as 
:ikuig  operations  could  not  be  carried  on  without  a  charter,  the  ob- 
fting  of  such  charters  had  become  a  notorious  field  for  fraud  and 
political  corruption.     Charters  were  obtained   through  dishonest 
Dbinations,  made  between  members  of  the  Legislature  interested  in 
aembers  interested  in  other  doubtful  schemes,  and  thus  laws 
detrimental  to  the  interests  of  the  people.    There  were 
>  fimtldB  in  the  distribution  of  the  stock  of  the  newly  chartered 
titutions.     Some  few  were  admitted  to  the  privilege,  more  were  re- 
ed ;  and  thus  great  excitement  and  bitterness  among  the  citizens 
I^ATOused,  wiiich  brought  about  constant  complaints  and  demands 
[^■w  charters.     The  committee  spoke  of  the  existing  system  as  a 
nopoly,  under  which  t^owe  issued  their  notes  and  obtained  interest 
tliom,  while  the  mujority  of  citizens,  when  they  issued  notes,  had 
»y  interest  on  tliem.     Reference  was  made  to  the  fact  that  the  rea- 
ly  Van  Buren,  then   President,    had,    when  Crovemor  of  New 
ivocated  the  safety-fund  system,  was  because  he  hoped  it  would 
some  of  the  evils  of  the  banking  monopoly  in  the  hands  of 
■tered  banks.     He  hatl,  during  the  eight  years  he  was  in  the 
*8ennt«  Doc  No.  S5,  March  18, 1837. 
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New  York  Senate,  steadily  oppoi»ed  the  granting  of  bank  obi 
voting  against  tliirty-two  out  of  tliirty-tliree  charter  bills  pnateaUsA 
for  adoption.  The  safety  fund  had  not  luet  expectations.  DariuK  the 
panic  of  1835  it  had  scarcely  been  heard  of  as  a  means  of  uphold- 
ing credit,  and  the  c^f^dit  of  the  State  had  been  loaned  to  the 
amount  of  six  uiillions  to  uphold  the  sy.'^eiu.  The  eomnuttee  in- 
ferred to  the  Bu^'cess  of  the  Scotch  joint-stock  baiik8.  and  ascribed  It 
to  the  milinuted  personal  liability  of  the  stockholders  and  directors, 
In  conolaaion,  they  recommended,  as  conducive  to  the  safety  of  a  free 
banking  system,  three  things — a  paid-up  capital,  publicity  of  tbeshare- 
holdertj'  names,  and  an  unUniited  personal  liability— and  reported  abQI 
of  seventeen  sections  in  which  these  three  features  were  proinixieDtly 
embodied. 

History  op  the  Prkr  Bajtkiko  Law. 

Abijah  Mann  was  elected  a  member  of  the  Legislature  in  Norvmbfr, 
1838,  and  in  1868  a  correspondence  took  place  between  him  and  tbe 
Hon.  A.  C.  Fiagg  relative  to  the  history  of  the  introduction  and  piuaagB 
of  the  Free  Banking  Law  in  the  New  York  Legislature,  aiul  also  iad- 
dentally  in  regard  to  HOiue  point8  in  the  history  of  the  iutfety-fuod  *y*- 
t«m.  Governor  Marcy,  in  his  message  of  January  2,  1838,  reierriug  to 
his  former  recommendation  to  repeal  the  restraininK  acts,  eiprfiin  fiar 
of  the  injurious  consequences  which  would  result  from  gmiiting  to  in- 
dividuals the  unrestrained  license  to  issue  pitper.  Helhoii  the 
objections  to  tJie  unqualified  repeal  of  tbe  restraining  act^  re- 
moved if  the  issocii  could  be  limited  to  the  amount  of  a  fund  prorkbd 
for  their  certain  and  prompt  redemption,  lie  did  not  fioiut  out  any 
definite  way  of  accomplishing  this,  and  seemed  to  Itave  iu  view  tomm 
improved  safety-fund  plan.  He  recommended  free  banking,  with 
restrictions,  to  secure  the  safety  of  the  public.  Mr  Mann,  In  his 
to  Mr.  Flagg.  states  that  two  bills  were  llret  presented  to  the  i^mninllly. 
one  drawn  by  Mr.  Verplanck  and  the  other  by  John  C.  Speaeer.  bulb 
of  which  were  opposed  by  Mr.  Mann,  who  pointed  out  thoir  radlcral  de- 
fects, but  said  that,  if  it  was  determined  to  pnsii  a  gcnt'nU  banking  la* 
be  tliought  one  might  he  fnuned  which  could  be  endured,  and  mcn- 
tioniHl  thf  principle  of  re(|uiriiig  deposits  of  New  York  Stii;  -to 
the  amount  of  the  cinuiluttou  i>isufd,  m>  that  every  bank  .  iH 
be,  iu  fITtH't,  Kiniply  ii  certillcat<'  i[i  tin*  haiid^  of  tlie  holder  tlui: 
•ntiMiMi  to  a  »luirr  in  the  1h>u<1  f<iuiU  iu  luiiount  to  the  note.  Mr 
views  had  such  weight  that  a  committee  of  nine,  with  him  aa  ebairniai^ 
was  appoint«<i  to  draw  a  new  bill  Mr.  Maim,  aa  he  hhustiif  i(tat<«,  had 
bnoD  a  memlx^r  of  Congress  during  Uie  last  four  yean  uf  UoMml  Jark- 
Jton's  Admiuistrution  ^from  16.13  to  I  walkeil  iu  hU  fnn««trpa  io 
tbir  oontrovvny  with  the  Bank  of  1 1  !  States.  Hf  luul  IxHm  unr 
of  tlu*  committer  appointed  to  examine  that  hiuik  In  Ils^H,  an'l,  whib 
perfonniog  that  duty   u.m  l.mught  lot"  "••int.-..>t  »iili  Mr.  Bentoa    to 
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ion  with  lilm  Mr  Mann  learned  of  the  system  pursued  by  joint- 

.  individual  bankers  in  England,  of  investing  the  greater  part 

'capital  in  Government  stocks  upon  which  money  could  always 

hised  when  circumstances  rendered  it  necessary. 

Phe  committee  desired  Mr.  Mann  to  draw  up  the  bill  with  provisions 

tto  tho.se  suggested  by  him  in  debate,  and  he  did  so,  omitting, 
I  any  provision  for  the  formation  of  as.sooiation3,  intending,  aa 
TO  place  the  business  of  banking  in  the  hauils  of  corporations, 
special  charters.  Mr.  Mann  thoujfht  a  provision  allowing  any  one 
)nu  ax»(K'iation8  would  be  a  violation  of  the  constitution  of  the 
>.  The  committee  were  not  satisfled  with  the  omission,  and  the 
iidoti  waH  finally  inserted  by  Mr.  Mann  at  their  request.  The  bill, 
awn,  required  New  York  State  stocks  as  the  only  acceptable  basis 
licaJation :  but,  in  the  House,  an  amendment  was  added  permitting 
lepoeit  of  bonds  and  mortgages  to  some  extent.  Some  of  the  theo- 
kdvocated  iu  debate  were  similar  to  those  held  in  later  days  in  re- 
to  the  National  bonks,  A  Mr.  Wylis  Hall  maintained,  in  a  solemn 
nent,  that,  if  the  notes  of  one  bank  were  amply  secured,  as  many 
could  be  made  as  were  wanted,  viz.,  by  using  the  notes  of  the  first 

Eiiritie*  to  obtain  notes  for  the  second,  and  soon  ad  infinitum. 
entical  with  the  scheme  of  a  certain  Mr.  O'Neil,  who,  it  was 
a  campaign  document  issued  by  the  Green bju'k  party  in 
^  liad  established  a  multitude  of  National  banks  by  this  process. 

^Ull,  with  the  amendment  permitting  the  deposit  of  bonds  and 
^■i  as  securities,  became  a  law  on  April  18,  1838.  *  It  consisted 
PP'Six  sections.  Under  it  associations  might  be  fonued  to  carry 
nhisinessof  banking,  and  might  receive  and  issue  circulation  upon 
itlngwitl*  the  Comptroller  of  the  State  stocks  of  the  State  of  New 
or  of  the  United  States,  or  of  any  State,  which  was  or  should  be 
^■lal  tu  a  five  per  cent,  stock,  or  bonds  and  mortKages  on  im- 
^■bd  productive  real  estate  worth,  exclu.sive  of  the  buildings 
BSouble  the  amount  secured  by  the  mortgage  and  bearing  in- 
^k  rate  not  less  than  six  per  cent,  per  annum.  The  circulation 
^H  printed  and  registered,  under  the  direction  of  the  Comptroller, 
^■d  by  him  to  the  banks  to  an  amount  equal  to  the  securities  de- 
B  The  bank.<  could  deposit  stocks  only,  in  which  case  the  circu- 
was  printed  to  indicate  it  was  so  secured;  or,  they  might  deposit 
tocks  and  half  bonds  and  mortgages,  when  that  fact  was  also 
:1  on  the  note.  The  associations  received  the  annual  interest  on 
ecurities  so  long  as  they  redeemed  their  notes  at  their  own  coun- 

i  »}rBt«m  Iwd  n  bod  start.  Within  flre  yean  after  tbe  law  waa  pooied  tw»nty> 
Ilka  that  bud  uri^unixeil  uiidur  It.  fttll«il,  unil  the  Ueposllcd  tie4:urltle9  reallzeil 
ipnty-four  cunts  on  ilie<lrillnr  oC  tho  nutslandliin  uotes.— "  Matloual  and  State 
WW  Wt)lt<j;  "Sound  Curroney."  II.  T. 
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ters.  If  an  association  refused  to  redeem  it«  notes  the  Conipti 
warned  its  mana^rs,  and  if  it  refosed  for  ten  duy8  after  such  wanliig, 
Its  securities  were  sold  and  the  notes  redeemed  fruni  the  proceedj^by  the 
Comptroller.  The  State  was  in  no  way  btnuid  for  tlie  nutes.  The  plntw 
were  kept  by  the  Comptroller.  The  shares  of  the  aMociation  ww* 
I ioemed  personal  property.  There  were  several  restrictions  iw  to  po»' 
era  of  the  association,  and  creditors  or  shareholders  holding;  dobu 
against,  or  shares  In  it  could  request  the  Chancellor  of  the  Slate  to 
make  an  examination  of  its  affairs.  Reports  had  to  be  iiukIp,  umlcr 
fmth  of  the  President  or  Casliier,  to  the  <  Comptroller  on  the  flnrt  Muo- 
day  ill  January  and  July  of  e^ich  year.  It  contained  no  provision  niak- 
inj?  stockholders  liable  for  the  debts  of  tlie  association  unless  they  li*! 
bound  themselves  to  that  effect  in  their  articles  of  as.>«ociatton. 

The  New  York  Free  Banking  Act  has  generally  been  regarded  astltf 
flrst  practical  exponent  of  the  principle  of  a  bank  cirenlatioQ  second, 
tiB  to  its  ultimate  redemption,  by  collaterals  placed  l>eyond  the  powr 
of  the  bunk,  in  the  custody  of  the  Qovemment.  It  has  hwa  moi  tbat 
Mr.  Mann  claims  to  have  derived  the  idea  from  the  praotioe  of  EogOA 
joint  Ktotrk  bankers,  wl»o,  however,  were  the  oustodiaxja  of  their  own 
securities.  The  Idea,  In  the  form  adopted  in  the  New  York  Free  EWwk- 
ing  Law,  was  not  new.  but  had  been  suggested  years  before.  Nor  wtf 
the  New  York  Free  Banking  Ijiw  the  thrst  to  carry  the  Idea  into  pnfi- 
tioe,  as  the  Michigan  Free  Banking  Law  of  Marcli  15,  1837,  passed  o*sr 
one  year  before,  contained  requirements  similar  in  pruicJple  iutetnltd 
to  give  ample  security  not  only  for  the  circulating  not^st,  out  fur  alltLt* 
depo«itii.  The  Michigan  law  was  more  comprehensive  and  coiuptH* 
than  tlie  New  York  law  in  many  particulars;  and,  if  the  State  of  Mieb- 
Igan  had  been  in  condition  to  enforce  its  law  with  a  rigor  equal  to  that 
with  which  the  New  York  law  was  enforced,  the  public  woaM,  perlapik 
have  been  as  well  proteete<1. 

In  November,  1H40,  seventy-one  ansooiatioiui  were  in  operaUoB 
the  Free  Banking  Law  with  a  circulation  of  iS,867,97Q,  seoured  txy 
stocks  and  mortgage«amoQnt-ingto|6.C8ii,680,  of  which  fl.SS5,590««» 
stocks  and  |IS.()K5,()30  mortgages  on  real  estate.    The  St«t«  ttoolB 
thom«  of  Indiana,  ^Vrkansas.   Illinois,   Michigan,   New  York, 
Kentucky,  Maine  and  VlMoari. 

Fkiction  Brtwrkk  thk  Two  CLAaaia  ov  Basks. 

It  appear*,  from  the  report  of  the  Bank  OonitniflBioners  of  JanoHT- 
1841,  tliat  immediately  laere  was  some  friction  devel<>ped  brlweenl^ 
ebartered  and  the  free  hanks.  The  latter  made  e^ery  ttiotx  \o  for* 
thalr  notes  into  circulation.  Many  of  them  used  tfadr  (nnda  to  W 
tbeir  own  note**  and  tliox**  of  the  chartentd  bank*  in  New  Turk  Ht/  •* 
a  discount,  thus  oiufrelling  thr<  chart«rrd  banks  to  reduoe  tbcireto* 
latlon.  Tliis  practice  aUn  hml  the  otTect  of  V>rcaking  up  the  |aeietHif 
■tystero  of  pnrcha*e  of  c  untry  notiw  by  the  city  iMmka,  and 
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Me  depreciation  of  tlie  notes  of  the  banks  in  most  parts 
from  two  to  six  per  cent.  This  state  of  things  con- 
I  through  1839.  On  March  -1,  1840,  a  law  was  passed  b^  the  I^egis- 
\  reqniring  all  the  bonks  outside  of  the  cities  of  Albany.  New  York 
Irooklyn  to  appoint  an  agent  in  Albany  or  New  York  to  redeem 
notes  at  a  rate  of  discount  not  exceeding  one-half  of  one  per 

This  law  produced  a  steadiness  and  uniformity  of  value  in  the 
ry  paper  never  known  before.  By  virtue  of  another  law  passed 
0,  the  free  banks  were  subjected  to  the  inspection  of  the  Bank 
lissioners,  and  the  Comptroller  was  restricted  to  receiving  stock 
Mfiprk  State.  The  stocks  of  other  States  held  prior  to  this  act 
^Jrever,  permitted  to  be  transferred  and  re-deposited  at  their 
t  Value,  but  all  new  deposits  of  such  stocks,  and  even  of  United 

stocks,  were  proliibitc-d.  The  provision  of  this  law  requiring  in- 
«is  was  regarded  by  the  banks  as  unconstitutional,  and  they  sub- 

»the  inspection  under  protect,  with  the  exception  of  one,  which 
\  permit  the  coiumissioners  to  make  on  examination.  Against 
legal  proceedings  were  instituted.  The  couimi.«sioners  thought 
'able  that  assooiationh  were  formed  under  the  general  law  in  ex- 
DOnibers  ;  that  many  banks  ha<l  obtained  the  mortgages  which 
leposited  as  securities  on  condition  of  making  accommodation 
>u  long  tune  to  the  parties  who  had  furnished  the  mortgages,  and 
lUB  tliey  be<!anie  powerless  to  afford  legitimate  banking  facilities. 

Srk  that  the  free  banks,  from  the  fact  that  they  caimot  reach 
iea  deposited  with  the  Comptroller,  are  obliged  to  retain  the 
may  derive  from  the  issue  of  circulation  within  their  control  so 
»ab]e  to  redeem  the  notes  when  presented,  and  Ore,  therefore,  as  a 

tted  to  discounting  good  business  paper  liaving  a  short  time  only 
s  March,  1841,  twenty  of  the  free  banks  failed  to  redeem  their 
eighteen  were  placed  in  the  hands  of  Receivers  ;  only  two  per- 
resumed  business.  The  Bank  Commissioners  in  1842  state  that 
irty-six  free  banks  were  then  in  operation.  The  reason  that  more 
i  in  charge  of  Receivers  was  that  the  law  did  not  permit  the 
at  of  a  Receiver  for  simple  insolvency,  and  a  few  of  these 
inks  managed  to  keep  up  the  redemption  of  their  notes  in 
>rk  and  Albany.     They  ascribe  the  difficulties  among  the  free 

Re  "  diminution  of  couUdence  which  took  place  in  the  mar- 
f  msiny  of  the  State  securities  other  than  New  York  depos- 
n  the  Comptroller. "  In  many  cases  the  stocks  had  been  pur- 
by  tJie  banks  at  very  high  prices  on  credit,  with  no  means  of 
>aywent.  The  great  defect  of  the  law,  hi  the  opinion  of  the 
sioners,  was  the  permi-ssiou  to  deposit  stocks  of  States  other 
ew  York.  They  speak  highly  of  the  Free  Banking  Law  when 
re  cst:<iblished  under  it  witli  a  capital  of  their  own  for  the  pur- 
a  legimate  business, 
the  commissioners  say  :  "  During  the  past  year  the  banking 
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associatioriB  under  the  general  law  have  sustained  tbemselres  with  re- 
markable success,  and  we  are  aware  of  no  Instaaoe  in  which  tbev  havi* 
failed,  since  the  last  annual  report,  in  redeeniin^f  their  notes  proiuptlT 
at  home  or  by  their  «gents."  The  law  as  modified  obviated  tlir  tUn- 
ger  from  depreciation  of  State  st^K'ks  :  and,  while  the  profits  of  th« 
free  banks  were  not  as  great  as  those  of  the  chartered  instittiliona.  yrt 
Investments  in  them  were  made  with  less  risk  to  the  stockholder,  and 
the  bill  holder  was  better  protected.  At  this  time  tlie  Supreme  Court 
of  the  State  decided  that  a  sight  draft  dra\t-n  b;  thfse  assoclatioitf  «w 
ultra  vires  and  invalid  even  in  the  hands  of  a  txjna  JiiU  holder.  ni»d 
could  nut  be  enforced  against  the  bank.  Tlie  couunis!ii()m>ni  reron 
mended  the  LcigiMlature  to  grant  this  power.  This  was  the  lai«t  rejwrl  o( 
tlie  Bank  Commissioners.  The  office  was  abolished  in  1843.  tuA  thr 
duties  turned  over  to  the  Comptroller  of  the  State. 

In  1844  tlie  Comptroller  reported  that  up  to  tliat  <late  ninety  Uu**' 
free  banks  hud  deposited  securities  and  received  circulation  while  *i(di* 
had  voluntarily  closed  business  ajid  redeemed  their  circulation.  Twentj 
six  had  failed  and  their  circulation  had  been  redeemed  by  the  C"""?" 
troller  at  an  average  dlscomit  of  about  twenty-8ve  per  cent.  The  it- 
mainjng  banks  had  securities  with  the  Comptroller  consistiQg  ol  B** 
York  Bute  stocks  amountingto $1,774.4^,  United  States atooka,  •SS.OO)* 
and  stocks  of  MichiKun,  Indiana,  llluiuis,  Arkansas,  Alabama.  Kfm 
tucky  and  Main*',  with  117.731  cash  deposited,  amounting  at  faoeVkliX' 
to  $3,744,829,  but  then  valued  by  the  Comptroller  at  *2. 745, 156.  Tin? 
also  luul  bonds  and  mortgages  amounting  to  fl,52fi,540.  The  lJai><^ 
States  stocks  were,  it  seems,  deposited  In  misapprehension  of  tb«  i>* 
which  in  1840  forbade  the  deposit  In  future  of  any  except  stocks  o(  N^ 
York,  with  the  object  of  enhancing  the  value  of  the  New  York  SUf 
stocks.  The  <  'oiiiptroller  recommended  that  the  restriction  be  renMM*' 
as  to  United  States  stocks. 

ImI'KRVBCTIOSS  in  the    MKTHODfl  OF  RXOKMPTIOV. 

The  Comptroller  called  the  attention  of  the  Legislature  to  tlie  it/^ 
that  "  during  the  pfwt  year  a  number  of  applioatioos  harv  bam  ai>^ 
for  the  e!<tHblihluiit.'nt  of  individual  banks  at  points  romota  frooi  ^ 
general  channels  uf  business  and  where  no  oeoeaslttes  Matnad  to  ri^ 
for  banking  facilities."  He  referred  to  a  bank  lo  W&rwtek  of  wb*^' 
the  nominal  President  resided  in  Connecticut  and  the  whoI»  buUtx^ 
<>onducted  by  a  person  in  New  York  who  under  a  power  of  auafi>'7 
from  the  President  acted  as  banker  and  agent  "The  redetupCloo s< * 
disoount  of  one-half  of  one  per  ei«nt.  allowed  by  law  is  probahlj  oa"" 
tha  principal  hiducement^  for  establishing  banks  of  this  dflsaripdC- 
Thc  notes  are  signed  and  circulated  in  the  city  of  New  York  :  and.  ^ 
llxhig  the  place  of  redemption  at  Morae  ina^^ccMible  point,  tba  boM<'  '' 
compelled  to  go  to  the  ofBcc  whitrc  the  note  was  rcallf  isanad  bi  W»U 
street  and  pay  onehalf  of  one  pur  cent,  for  its  redemptton.** 
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»mpitn>iler  refers  to  the  fact  tliat,  under  the  Suffolk  Bank 
EUi,  tliu  not«(  of  the  country  banks  of  New  England  are  redeemed 
'  in  Bu8tou.  and  suggests  that  the  eotuitry  banks  of  New  York 
dd  be  t'Omp«lled  to  redeem  their  notes  at  par  in  New  York  city.  He 
^ated  the  annual  redemptions  in  the  State  at  $100,000,000,  and  that 
people  thus  paid  at«uc  amounting  anouaJIy  to  8500,000  to  sustain 
State  bankB.  In  the  case  of  twelve  of  the  insolvent  free  banks,  the 
jptroiler  had  not  been  able  to  collect  from  their  assets,  exclusive  of 
(rities  for  their  circulation,  sufficient  to  pay  the  costa  of  the  pro- 
tags  against  them.  Bonds  and  mortgages  do  not  appear  to  have 
)  a  bad  security  in  some  cases,  inasmuch  as  a  mortgage  of  $10,000 
Wited  as  security  for  circulation  of  the  Washington  Bank  of  New 

fc>^  $12,391.63  above  all  expenses. 
INQ   OP   NOTBS   PlACKD   UNDER   OFFICIAL  CONTROL. 

1B43  the  incorporated  banks  had  enjoyed,  and  in  some  cases 
le  privilege  of  procuring  and  keeping  the  plates  from  which 
;  were  printed,  and  the  only  check  upon  the  amount  of  the 
By  might  make  was  their  honexty  and  regard  for  law.  The 
[pril,  1843,  required  every  chartered  bank  to  take  an  account  of 
rcolation  outstanding  on  July  1,  1B43,  and  make  report  of  the  same 
eComptroller  of  the  State  under  oath.  As  fast  as  such  notes  were 
inied  aud  destroyed,  the  Comptroller,  who  by  the  same  act  became 
uitodian  of  the  plates,  caused  to  be  printed  and  registered  and 
i  to  the  bank  new  notes  equal  to  the  notes  satisfactorily  proved  to 
o  have  been  destroyed.  Thus  by  degrees  all  the  circulation  of 
bartered,  as  well  as  of  the  free  banks,  came  to  be  issued  by  the 
rtroUer,  and  a  check  was  put  upon  fraudulent  and  excessive  issues 
e  incorporated  banks.  By  the  act  of  1848,  chartered  banks  were 
mzed  to  issue  a  larger  amount  of  circulation  in  proportion  to  cap- 
lian  the  law  had  previously  permitted,  and  for  the  increase  were 
red  to  deposit  securities  in  the  same  manner  as  the  free  banks,  the 
ation  issued  to  them  on  the  deposit  of  securities  being  designated 
B  lace  of  the  notes,  to  distinguish  it  from  the  ordinary  circulation 
ise  banks.  These  restrictions,  and  the  greater  credit  of  the  free 
or  seoared  circulation,  as  well  as  the  difficulty  of  obtaining  new 
in,  led  tlie  incorporated  banks  to  reorganize  under  the  free  bank- 
Bt<»m  as  their  charters  expired. 

■  ClBCtTLATION  OF  THB  BAJTSS  IS  1848. 

1S48  the  number  of  free  banks  was  flfty-three,  and  of  individual 
fty-one,  with  an  aggregate  circulation  of  $9,993,762  against 
[amounting  to  $10, 640, 182.    Of  these  securities  $7, 627, 092  were 
fcte  stocks,  $114,000  United  States  stocks,  $1,614,079  bonds 
i,  and  the  remainder,  except  $49,906  cash,  consisted  of 
lois,  Arkansas,  Indiana,  Alabama  and  Michigan.     In  1848 
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the  Legitilatnre  made  a  change  in  the  law,  requiring  that  IheretkUer 
only  New  Yorlj.  stocks  made  eqiial  to  six  per  twnt.  and  bonds  and  mort- 
gages bearing  seven  per  cent,  interest  on  real  estate  to  the  extent  of 
two-tlftliB  of  the  value  of  improved  real  estate,  exclusive  of  the  build- 
ings thereon,  cx>uld  be  received  as  secnrity  for  circolatioo. 

Millard  Fillmore,  Comptroller,  in  hi»  report  dated  December  SO,  1848. 
made  Jii»t  after  his  election  as  Vice-President  of  tlie  T;nit««d  Stiitea, 
■tates  that  tlie  average  amount  for  which  bonds  and  mortgages  held  as 
seenrity  for  circulation  had  sold  during  the  previous  ten  years  waa 
67.71  x>er  cent,,  while  Ave  per  cent.  New  Yorlt  State  ^tock  had  aold 
at  an  average  of  S>2.86  per  cent.  He  recommended  legislation  provid' 
ing  for  the  gradual  withdrawal  of  the  bond  and  mortgage  sMrurity 
and  the  sntistitution  of  New  Yorli  8tate  stocks.  This  report  also  coo- 
tains  a  suggestion  which  is  of  interest,  as  in  some  degree  oatlioiog  & 
system  similar  to  the  National  banking  system.  He  said  it  would  b» 
highly  beneficial  if  the  plan  of  basing  bank  circulation  npon  stock  se- 
curity could  be  introduced  in  all  the  States ;  and  that,  M  the  United 
States  would  make  the  not«8  of  State  banks  secured  by  State  stoolu  re* 
ceivable  for  public  dues,  it  would  give  such  not^a  a.  credit  oo-oxtetialve 
with  the  United  States.  Section  62  of  the  Narional  Blinking  Law  of 
Feltruary  26,  1863,  contained  a  provision  aiitliorizing  notes  to  ho  iaaoed 
by  the  Comptroller  of  the  Currency  to  State  banks  depositing  United 
Btateti  bonds  with  the  Treasurer  of  tlie  United  States;  and  thene  note*, 
like  the  notes  of  National  banks,  were  receivable  for  public  duea  Al- 
though this  provision  was  never  carried  into  effect,  liaving  been  re- 
pealed in  1864,  yet  its  insertion  in  the  original  act  was  perliap*  dlM  to 
the  suggestion  of  Mr.  Fillmore  in  his  report  as  Comptroller  of  tJM>  fttatc 
of  New  York. 

In  1857  the  free  banks  were  pat  to  a  severe  teet  by  the  flnondal  erialt 
of  that  year.  There  was  a  general  suspension  of  specie  paymenta  on 
Octolier  13,  and  on  Uie  26tb  of  the  preceding  Sept«ml>«>r  the  notae  In 
circulation  unioiinted  to  127.122,904.  Over  $7.920, (KK)  of  the  ooUa  of 
tht-  country  bnnks  liiid  accumulated  in  New  York  city. 

On  Noveml^er  7,  1H57,  tite  clearing-house  passed  a  re«M>latian  requir- 
ing the  country  banks  to  pay  this  amount  in  monthly  installmesita  of 
twenty  per  cent.,  with  interest  at  six  per  cent.,  oouuuenclng  on  Jaim- 
ary  1,  1858.  Their  outstanding  circulation,  outside  of  the  #7,MO,000 
held  in  New  York,  was  to  t>e  redeemed  as  umiaJ  aft«r  No^etabar  SO. 
1657.  This  i>lan  was  carried  out  in  five  months,  and  the  entire  debt  of 
17,980,000  was  paid,  netting  tlie  city  banks  6  8-9  per  oent.  InUfrest  In 
order  to  aoooropUsh  the  result  the  country  banks  appear  to  have  fao^ 
rowed  to  make  the  twenty  per  cent,  payments;  and,  havlnir  sgnurtd 
their  notes,  retomed  them  to  the  Comptroller  at  Albany,  and  took  oat 
their  seeoritieK,  from  the  prooo«><U  of  which  they  paid  the  loaaa  B»' 
twe«o  Oeloberl.  18S7,  and  April  1. 1H<^,  Mvnrities  amoontinir  tol 
000  had  been  drawn  ont.    Ttie  payments  were  vlTwrtod  whh  a  vcty 
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^ht  redaction  of  disconnta  and,  conseqaently,  less  preesnre  on  the 
|iine«  oommunity.     In  bis  report  for  1858  the  Superintendent  of  the 

fig  Department  remarked  that,  m  previous  crises,  the  flUBpenaion 
sic  payments  had  been  the  signal  fur  on  increase  of  their  iitsues 
banks ;  bat,  in  this  iristance,  there  had  been  a  gradual  oud  steady 
luction,  uniountitig  to  iH. 412.746  between  September  2^,  1857,  and 
krch  13,  lfi58,  «t  which  latter  date  the  total  amount  outstanding  was 
^Ip.lSS.  All  attempts  to  obtain  a  law  excluding  bonds  and  inort- 
^■iiled,  notwithstanding  frequent  reconimendations  of  the  Comp- 
Bct  and  Bank  Superintendent  to  tliis  effect. 

The  su^penMon  of  specie  payments  by  the  New  York  city  banks  soon 
ae  beginning  of  the  Civil  War  is  referred  to  at  length  in  another 
[this  work. 

iKVISIOW  ASTD  COKSOLIDATIOK  OP"  THK  BAJfKINO  LAWS. 

]SQ  an  act  was  passed  by  the  Legislature  providing  for  the  ap- 
Ikent  of  three  commissioners  to  compile  and  revise  aU  statutes  of 
I  State  of  J»ew  York  affecting  banks,  banking  and  trust  companies, 
iler  this  act  Governor  Cornell  appointed  Oeorge  B,  Sloan,  David  C. 
1  i^>tt  and  Willi.s  S.  Paine.  Mr.  Sloan  wa.s  afterwards  succeeded  by 
lliam  l)owd,  and  Mr.  Van  Cott  ceased  to  act  as  a  member  of  the 
ituisiuon,  The  revision  of  the  banking  laws,  as  submitted  by  this 
imission  became  a  law  July  1,  1882, 

Again,  in  1891.  in  accordance  with  a  plan  for  revising  and  consoUdat- 
the  general  laws  of  tlie  State,  the  Commissioners  of  Statutory  Re- 
on  submitted  a  draft  for  a  new  banking  law  to  the  Legislature.  The 
passed  the  Assembly,  but  owing  to  the  dead-lock  in  the  Senate, 
ed  to  reach  the  Governor.  It  was  again  presented  to  the  Legisla- 
» in  1892,  and  became  a  hiw  on  May  18, 1892.  This  is  substantially  the 
now  goveriiiug  the  banks  of  the  State.  One  of  the  new  provisions 
he  act  was  to  make  the  stockliolders  of  all  banks  liable  to  double 
laouat  of  their  sliaree.  The  law  had  before  only  imposed  a  Ua- 
^poQ  banks  issuing  notes.  As  practically  all  the  banks  issued 
ion,  this  provision  was  wide  enough  in  its  application  until  the 
law  taxing  State  bank  notes  went  into  effect.  By  the  law  of 
iks  of  discount  in  New  York  and  Brooklyn  were  required  to  have 
ire  fund  of  not  less  than  fifteen  per  cent,  of  their  aggregate  de- 
Other  banks  were  required  to  have  a  reserve  of  ten  per  cent. 
^be  seen  that  this  law  gives  the  State  banks  an  advantage  over 
tionnl  banks,  the  latter  being  compelled  to  keep  a  reserve  of 
i-flve  per  cent,  in  New  York  city  and  fifteen  per  cent,  outside  the 
Id  ties  of  the  State. 

Statb  A3n>  Natiostai*  Baitks  vx  Nkw  York. 

lie  of  the  New  England  States  the  State  banks  have  been 
by  the  National  inxtitutions.  but  this  has  not  been  the  case 
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in  New  York.  The  National  banking  system  was  laigdy  modelled  on 
the  New  York  banking  law,  and,  therefore,  there  was  no  particular  in- 
centive to  the  State  banks  to  change  their  form  of  organization  on  the 
ground  of  greater  safety.  In  recent  years  the  high  premium  on  Gov- 
ernment bonds  has  practically  destroyed  the  profits  on  circulation,  and 
some  of  the  National  banks  of  New  York  city  do  not  issue  noteft  at  all; 
so  that  there  is  no  longer  any  advantage  on  that  score.  The  Superin- 
tendent of  Banks  reported  in  1898  that  when  the  National  Banking 
Act  went  into  effect  in  1863  there  were  309  State  banks  in  operation,  while 
five  years  later  there  were  but  forty-five.  Since  1868  most  of  the  years 
have  shown  an  increase  in  the  number  of  banks,  the  total  being  212  in 
1897.  On  September  20,  1898,  there  were  325  National  banks  operating 
in  the  State.  The  total  resources  of  the  State  banks  of  depodt  and 
discount  are  much  less  than  those  of  the  Savings  banks  and  trust  com- 
panies, while  the  number  and  importance  of  the  private  banking  firms, 
in  New  York  city  especially,  are  proportionately  greater  than  elsewhere 
in  the  United  States. 

Banking  institutions  operating  under  State  laws  are  under  careful 
supervision  of  the  State  Banking  Department,  and  are  reqoired  to 
make  and  publish  frequent  reports  of  their  condition  and  to  submit  to 
a  thorough  examination  by  official  examiners.  The  standard  of  man- 
agement is  generally  high,  and  disastrous  failures  are  rare.    . 


State  Banks, 

188^-1899. 

YBAR8. 

No.  of 
bank*. 

Loan*  and 
diteountt. 

Sped*. 

Capital 
toek. 

OlfWutoHon. 

DfMU*. 

1884 

1839 

1844 

1849 

1854 

1859 

1863 

1869 

1874  ... 

78 
96 
142 
179 
312 
300 
308 
62 

71 

87 

146 

205 

208 

$57,689,704 

68,.300,486 

70,025,734 

81,911,412 

203,008,077 

200,677,198 

178,922,536 

47,743,697 

71,017,418 

63,537,343 

02,264,126 

148,821,967 

163,641,484 

191,370,644 

$2,657,503 

6.602.708 

10,086.642 

6,481,874 

14,169,906 

28,336,984 

37,803,017 

1,397,744 

$27,765,264 
36,801,460 
43,649,887 
44,362,869 
79,018,980 
110.258,480 
108,668,297 
18,205,924 
26,306,290 
19,318,200 
22,115,700 
27,765.700 
32,584,710 
29,546,700 

$17,820,402 

10,878,149 

16,836,401 

22,609,982 

32,673,189 

28,607,990 

39,182,819 

831,019 

78,778 

87,878 

68,668 

8,066 

•19,119,3S8 
18,870.044 
32.220.293 
33,849.963 
76.564.481 
110,466,788 
200,834,766 
60,517,891 
62,426  178 

1879 

62,188,461 
109,466,498 

1884 

1889 

180,826,561 

1894 

184,191.806 

1899 

24.728.319 

270,033,439 

EASTERN-  STATES. 
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ITaHonal  Banks,  186S-1898. 
Figures  are  In  thousands  of  dollata. 


Satk. 

ises 

1868 

1873 

187K_ 

1883. 

1888. 

1898.. 

1898. 


7 

Loan» 
ant  at*. 
eouni*. 

$422 

3(M 

282,192 

27« 

279,953 

280 

235,593 

SIS 

344,313 

823 

402.942 

33« 

397,389 

324 

165,337 

u.  a. 

bond$. 


0748 
101,036 
74,369 
101,181 
65,730 
40,073 
38,733 
86,601 


Cath    I 
andeaih  Capital} Surplut 
itemt.  I  ! 


Undt- 
rtded 
pr<t>Ut. 


$167 

$985 

196.3ft4 

114,655 

130.586 

108,260 

120.426 

89,094 

167.345 

86.894 

183.217 

86,893 

120,610 

87,826 

165,723 

82,995 

$25,023 


31,183 
25,026 
34,064 
43.741 
56.297 
67,608 


$6 
13,514 
16,871 
13.325 
17,298 
19,448 
37,683 
26.142 


$67,069 
57.086 
47,795 
43,119 
23.695 
32.150 
31.272 


mdi- 
vtdvat 
depotU*. 


$433 
278,362 
228,877 
223,000 
308,189 
360,916 
354,632 
529,496 


The  New  York  Clbaring-Hodsk  Association. 

It  is  said  that  Albert  Gallatin  was  the  first  to  suggest  the  adoption 
of  the  STstem  of  making  bank  clearances  now  employed  by  the  banks 
of  New  York  city.  Mr.  Gallatin  died  in  1849,  so  that  his  suggestions 
-were  probably  not  those  which  were  adopted.  In  November,  1851,  a 
letter  appeared  in  the  "New  York  Journal  of  Commerce,"  the  writer 
being  Geo.  B.  Lyman,  a  clerk  in  the  Bank  of  North  America,  in  which 
it  was  saggested  that  one  bank  be  selected  as  a  medium  of  exchange, 
and  that  all  city  banks  keep  an  account  with  it,  and  send  their  gross 
exchanges  to  it  at  some  regular  hour  each  morning.  At  a  meeting  of 
those  interested,  on  August  16,  1853,  a  committee  waa  appointed  to 
draft  a  plan.  This  plan  was  published  in  the  Bankbrs'  Magazine  for 
September,  1863,  signed  by  George  D.  Lyman,  receiving  teller  of  the 
Bank  of  North  America.  On  September  IS,  1853,  the  clearing  plan 
-was  adopted  in  detail,  and  Mr.  Lyman  was  made  Manager. 

The  first  clearing  was  made  in  the  basement  of  No.  14  Wall  street, 
October  11,  1853;  soon  after  the  place  for  making  the  clearings  was 
changed  to  82  Broadway,  and  later  to  the  Bank  of  New  York,  48  Wall 
street.  In  1875  the  association  moved  to  Nassau  and  Pine  street,  and 
in  1896  took  possession  of  its  own  building  in  Cedar  street.  The  estab- 
lishment of  the  clearing-house  obviated  many  inconveniences  in  making 
exchanges,  and  also  improved  the  standard  of  bank  management  by 
compelling  weekly  reports  and  by  exercising  supervision  over  the  banks 
admitted  to  membership  in  the  association. 

When  tlie  clearing-house  association  was  organized  it  consisted  of 
flfty-two  banks,  that  had  a  combined  capital  and  surplus  of  $49,000,000, 
and  deposits  aggregating  $39, 000, 000.  Their  loans  were  $97, 000, 000,  and 
their  cash  on  hand  (gold)  amounted  to  $9,700,000.  There  were  no 
Government  notes  then.  The  banks  had  outstanding,  however,  their 
own  notes,  amounting  to  $9,500,000. 
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New  York  Clearing-Bame  AgtocicMon,  lYanaaeHotu  /br  Fbrtif-Hm 

Yean. 
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XXCRAilOU. 

.J  IN  aunt  brought  to 

Clta  ring-  UmtMt, 

Balahcb*. 
PMd  in  JTotuy. 

ATKEAOS 

Dattn  MnsKtmtt*. 

ATBKAOI 
IMtyBalM- 

18M... 

so 

•5.7fl0.4a5.»B7.00 

•297.411.493.00 

•19,104,604.94 

•0e8J>TM« 

1S6S... 

48 

6,802,012.008.38 

280,004,137.14 

17,413,063.87 

•40.66M( 

1S66... 

SO 

8,1100,313,336,47 

334,714,489.83 

33,378.107.01 

1,079.731.14 

1887... 

SO 

8,333.236,7 18.0a 

866,313,901.00 

36.908.371.26 

1.18S.S49.«^ 

1868... 

40 

4.76e,eW4..S80.0f* 

314,238,010.90 

16.30S.736.88 

1.0ia;9»l4Ck 

18S9... 

47 

0,4*8.00.'j.Wrt-0J 

363,984,082.60 

20,867.31<3.19 

i,i77.»aMa 

1880... 

SO 

7,231,143,060.60 

380,093,438.37 

23,401,767.47 

l.S3S,«17.*«) 

1801... 

SO 

6,016,743.768.06 

363,383,044.41 

19,269,68a38 

i.i6i.«n.»^ 

1803... 

SO 

0,871.113.501.20 

416,530,331.40 

23.237,081.63 

1.S44.7MA* 

18«S... 

SO 

14.807,507,8  lrt.mi 

077,020,482.01 

48,438,667.49 

S,S07,S».3S 

1804... 

40 

24,0fl7,l»3,65S,i»2 

886,719,204.93 

77.984.466.80 

3366,406^19 

180S... 

SB 

30,033.384.341.80 

1,036  703,107.68 

84.796.040.30 

«.S78,8r.71 

1800... 

68 

28,717,140.914.00 

1,000,136,100.36 

03.641.196.16 

S,i7S,751.T» 

1807... 

68 

38,076,160.472.20 

1.144.0^.46  .16 

9.\101.167.11 

8.n7.41»^ 

1868... 

SO 

28,484,288,030.93 

l,lS6.i6S.S3fl.G« 

03.182.163.87 

i64J.14».*6 

1800... 

60 

37,40T,o3H.oae.a6 

1,  20,318.307  a? 

131,461,393.81 

S,6S7.J»T.16 

1870... 

01 

27,»Ol,D30,J0,'.  73 

1.03(i,t81.8'J1.79 

00.274.478.69 

3.S8S.3tO^«* 

1H71... 

C2 

'J'.>,300.Urtfi,j;Hi'.Jl 

1.2(Kt.721.0-".>.47 

05.133.07.3.04 

3,J«7,«»«' 

1872... 

01 

33,81 1,:<II0,;>IU<.,S9 

1.428„->Mj.707..->3 

10».«84.310.78 

4,638,«S-M 

1873... 

SB 

35,4t)l.<).'.2,8!.').70 

1,474,.'>08,024.9.> 

115.S8.>.793.68 

4.H18,6SJ«T 

1874... 

60 

22.8.';.'i.n27,ti3t>.20 

1,280.7.13.170.12 

74.002.573.97 

4.200.0TSr.' 

1876... 

W 

2B,0i!1.237,n02.0a 

1.408.«>8.776.<i8 

81.890.470.20 

4.80».296.ft5 

1«70... 

60 

21.697.274,247.04 

1.2»."..042.028.82 

70.849.427.61 

4.218.»T7.»1 

1877. 

.'>H 

23,280,243, 7(ll.0'.l 

1.373.1KWi.301.»i8 

70.358.170.06 

4.804.»OS.» 

1K7H... 

57 

22..'V<)H,438.41I.7:> 

1.307.813.857.24 

73,786.740.64 

4.273.91*-'' 

lH7a.. 

na 

2.%,17H.770.»!'.K).50 

1.100.111.062.80 

82,016,630.38 

4.560.*«» 

IH80. 

67 

37,182.1  •.•8,1121  09 

l,ni«..'-.38.i)31.20 

121.610,224.26 

4.95fi,0*-*' 

IHMI. 

<iO 

48,5rt.VBia,212.31 

1.770.018,181.58 

160,238,190.80 

6.823  010  >* 

1KH2. 

*u 

4«..-..12.840,101.3l 

l..'J0B.OOO.24.-i.27 

I51,037,93.V38 

6,19J.4«»* 

1hm:». 

n» 

40.293.1(l."..2n7.li.-. 

1.508  98.1.190.15 

132,548,300.70 

6,1»1.J»»* 

IrtX4 

01 

34.002.037.337.78 

1,524.'.>:I0.993.93 

111,048,981.65 

4.9«7.2'»'* 

IHH.-,  .. 

«;t 

2.V.'.'>0.791.l39.!tO 

l,205.:i.-..'i.-'jl.89 

82.78g.4fl0.:t8 

4.247.0** 

IHK(i  .. 

«u 

33,374.t!H2.21l>48 

1.519.5f.5,38.- 22 

I  IK>.0)m.  688.94 

l.POS.'*'''  * 

IH-<7. 

01 

34.872.8 18.7S.-..1H) 

l,.%09.ii2r,.32t  77 

114.337.209.13 

6.11«.>»'-*- 

1H8M. 

R4 

30.H03.tWti,(M»9.21 

1.670.198,527.78 

101,192.416.11 

3.14H.10I* 

1H*.»... 

(13 

31.791).  Il>.'...'i28  87 

1.757.ti:i7.47:»  47 

1 1 1.839,820.28 

6.800.7*' T» 

HIH) 

04 

37.f!<».iWt;.,-.71.7<I 

1.7.-.:«.IU0.1t.-..23 

123.074.139.13 

5.78^.**-'* 

l-<fi| 

•'i| 

3J,0.'.:t.ii98.770.«)l 

1.58l.r,;t.-..J99  88 

I11.H.-.1.47I..S9 

S-IP-V^S*-' 
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Mttc- 


Atiuntnt  brovfftit  to 
Clearing- HouM. 


l,90S.3ae.D9 
1,3S0,869.»0 
).  145,367.70 
1,379,136.33 
),804.8H3.87 
r,7«0,047.B8 
l,41S,M7.74 
1,330.771  38 


•1.231,438,418,490.39 


Baejlmcki. 
PaUi  <n  iron«y. 


AVWUOK 


«l,8«l,500,A74.6e 
1.0fle,207,17S.63 
l,68S,241.6S».fi2 
1.896,574,340.11 
1.848.289,338.66 
1,9«8,VH)1,807.67 
2,3.'<8,e39,016.4S 
3,0811,971.370.03 


•118.561.: 

1 13,978,< 

70,704,4 

92,070,< 

96.333,4 

103,434.1 

131,639,4 

189,9til,< 


AriRAOe 

Dallu  Balan- 

e*t. 


•58.640,846,106.13       •87.415,590.36    |  •4,162,737.1 


Satiwos  Banks. 
The  Savings  banks  of  New  York  State  have  greater  resources  than 
y  of  the  other  banking  institutions  operating  under  the  laws  of  the 
tate.  and  they  are  almost  as  large  as  the  resources  of  the  discount  banks 
d  trust  companies  combined.     On  January  1,  1899,  there  were  130 
vings  banks  in  the  State,  and  their  total  resources  were  1923,420,861. 
heir  deposits  amounted  to  ?«16,144..367. 
The  tlrst  Savings  bank  incorporated  by  the  New  York  Legislature 
was  the  Bank  for  Savings,  of  New  York  city,  incorporated  in  1819.*    In 
the  following  year  the  Albany  Savings  Bank  was  chartered. 

These  banks  are  semi-benevolent  in  character,  and  are  intended  to 
furnish  a  safe  place  for  the  deposit  of  the  surplus  earnings  of  those  who 
work  for  wages,  and  those  in  humble  circumstances.  Both  the  deposits 
and  the  surplus  earnings  are  exouipt  froTu  tajation.     There  are  no  slmre- 

I holders,  and  all  the  funds  are  held  in  trust  for  the  benefit  of  depositors. 
The  management  is  vested  in  a  board  of  trustees,  who  serve  without 
pay,  except  for  certain  specillo  services.     They  are  prohibited  from  bor- 
rowing from  the  bank  or  becoming  surety  for  any  borrower. 
I      Inrestments  are  limited  to  real  estate  mortgages  on  property  within 
the  State,  worth  twice  the  amount  loaned,  and  to  high-class  bonds. 
The  restrictions  in  regard  to  investments  practically  assure  the  safety 
f  the  sums  so  invested.     Deposits  from  any  one  person  may  not  esceed 
000.     Savings  banks  do  not  deal  in  exchange  or  commercial  paper  or 
e  collections,  nor  do  they  receive  deposits  subject  to  check.     Pay- 
lenta  are  made  on  orders  accompanied  by  pass  books. 

*  On  the  nlghtg  the  Bank  for  SBvlngfl  was  r>pen  for  buslncaa  the  Treuurer  used  to 
carry  tlic  deposits  bnnie  In  u  little  bolr-covcred  trunk,  ibo  bank  thoa  not  owning  a 
mfe.  Tliut  trunk  la  nuw  one  of  the  bank's  most  prUed  poawsaioua.— "New  Tork 
Krmiins  Post."  Deo.  31.  ISffT. 
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TSABB. 


1«»8. 
18<3. 
IBM. 
t87« 
1878. 
1(M3. 
1888. 
18M. 
18N. 


Sa.  9f 


M 
71 
109 
160 
138 
l«7 
195 
IM 
199 


y».cf 


303,804 

M7.194 

637.466 

832,643 

844,&90 

l,O0S.O71 

I.33S.00i 

l.&Q3,S04 

1.8«S,05;< 


841,439,679 
70.B38.1H9 

isi.m.t«9 

a8B,S8e,«Sll 
313,838,088 
412,147.215 
505.017.781 
a2tt,3Sa.27S 
SIS,144,3n 


A  better  idea  of  the  inni^itndc  of  the  baainesa  done  by  the»*  biuilu 
va&Y  perliaps  be  gained  by  a  8tnteiuent  of  the  deprisits  held  by  nome  of 
the  principal  Savings  banks  of  ^ew  York  city  on  Jonoary  1,  1899, 


bowery  Savings  Bank |a6,8S6,eSt 

Uank  for  Savinjra S8,0tl,M& 

Em  lifTunt  Indiutiini  Sax.  Bunk   83.387,960 
OcmuiD  Savlnits  Iteok, 44,083,884 


Seamen's  Bank  for  .Skvinga.,... 
Greenwich  SarInK*  Uaiik.. ,.... 

Brookljrti  Bavlng*  Bank 

WIUIamabunrhSavlnsaBBiik..   ■,! 


Tkust  Compastks. 

It  has  been  (seen  that  the  State  banks  of  deposit  and  discount  in  New 
York  have  held  their  groand  in  competition  with  the  National  bankf 
much  better  than  has  been  tlie  case  in  many  other  States.  But  a  coo* 
paratively  new  rival  to  the  Stat©  banks  has  arisen.  This  is  the  trttf* 
company,  which  of  lute  years  ha^  shown  a  tendency  to  enter  tlie  tiaiik- 
ing  field  besides  performing  other  profitable  functions  prohibited  to  tha 
banks. 

Not  only  are  they  allowed  wider  latitude  in  their  operaticHia,  but 
they  arc  not  subject  to  the  same  restrictioits  as  btuiks  in  the  miittw  of 
reserve  and  are  more  lightly  taxed.  In  the  city  of  New  York,  oiipvdally, 
the  trust  companies  have  shown  a  remarkable  growth  in  n^cvnt  yaan 
This  has  been  partly  due^  no  doubt,  to  the  immunities  and  pnvjiirgef 
which  these  institutions  enjoy,  but  the  multiplication  of  induatriol  eucB- 
binationa,  whose  organiuition  has  been  muikuged  by  the  tnui  eonipnnhis 
has  also  been  a  aoorce  of  great  profit. 

From  January,  1896,  to  October,   1899,  nineteen  trust  eoan      

were  or^ifanlzed  in  the  Btato,  and  four  or  five  more  were  being  lonM& 
Most  of  these  companies  are  in  New  York  city. 

Prices  of  the  aharea  of  eleven  companies  in  New  York  dty  in  18SS 
averaged  9^98^  and  in  1889  the  average  pricf*  of  thn  sham  of  thiitaan 
oompaniee  was  fSSS.  This  represented  an  advnnop  of  mmaty-^9  per 
oent,  and  an  inereaae  of  fifty  per  cent,  tn  twelve  montlu. 
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*  From  1892  antil  July,  1899,  twenty-two  newoompanies  have  b^on 
bosinees,  of  which  eloTen  have  been  organized  since  January,  1898. 
fifty-two  companies  reported  to  the  Superintendent  of  Banks  on  July 
1,  1899.  Three  others  have  since  opened  their  doors,  five  are  in  process 
of  organization,  and  two  more  are  in  the  hands  of  their  promoters.  Of 
the  fifty-five  now  in  bosiness  twenty-nine  are  in  the  old  city  of  New 
York.  Brooklyn  adds  nine  companies  to  New  York's  list,  while  seven- 
teen are  scattered  through  the  remainder  of  the  State. 

Bat  three  trust  companies  are  upon  the  records  of  the  Banking 
Department  as  having  failed.  In  the  quarter  century,  from  July,  1874, 
to  July,  1899,  the  number  of  trust  companies  has  been  increased  by 
forty-three,  and  their  resources  have  grown  from  ^7,000,000  to  |722,- 
000,000.  Within  the  same  period  215  State  banks  have  been  organized, 
eighty -eight  have  withdrawn  through  voluntary  liquidation,  failure  or 
transfer  to  the  National  system  ;  the  total  number  has  increased  from 
eighty-one  to  208,  and  their  gross  assets  from  $108,000,000  to  $381,000,- 
000.  Their  assets  of  1874  were  doubled  in  1889,  tripled  in  1898,  and 
multiplied  by  three  and  a  half  in  1899.  The  assets  of  the  trust  compa- 
nies in  1874  were  doubled  in  1882,  tripled  in  1886,  quadrupled  in  1889, 
grew  to  five  fold  in  1892,  six  fold  in  1895,  seven  fold  in  1898,  and  twelve 
fold  in  1899.  Of  their  earnings  in  1898  they  distributed  less  than  a  fifth 
to  their  stockholderb  in  dividends,  paid  considerable  more  than  a  third 
to  their  depositors  as  interest  and  carried  nearly  $6,000,000  to  the 
aocoont  of  sorplns;  that  is  the  development  of  the  trust  company. 

Trust  Companies,  January  1,  1899. 

LlABIUTIKS. 

Capital  stock  paid  in $34,860,000 

Surplus  fund 51,666,886 

CJndivlded  proflts 7,816,968 

Deposits  In  trust 197,661,749 

G«neral  deposits ia9,&19,609 

Other  llabilitlee 14,768.868 


BB80TTBCX8. 

184,855,088 

Stock  investments 

186,661,066 

Ixianed  on  collaterals 

l»ened  on  personal  securities. 

Including  bills  purchased 

Overdrafts 

Due  from  bankers  and  brokers 
B^eal  estate 

283,402,821 

29,980.375 

20,907 

1.999,280 

9,322,440 

Cash  on  deposit  in  banks  or 
other  moneyed  institutions. 

Cash  on  hand 

Other  assets 

68,254,893 

8,480,227 
11,378,906 

Total 

1679,205,442 

Total $679,206,442 

Historic  New  York  City  Banks. 

t  The  Bank  of  New  York,  founded  by  Alexander  Hamilton  in  1784, 
is  the  second  oldest  bank  in  the  country.  The  Bank  of  North  America 
at  Philadelphia,  was  organized  in  1781.  The  Massachusetts  Bank,  of 
Boston,  was  organized  the  same  year  as  the  Bank  of  New  York,  and 

*  Address  of  Francis  S.  Bangs  before  Trust  Company  Section  American  Bankers' 
Associatloa,  Twenty-flfth  Annual  Convention,  Cleveland,  Ohio,  Sept.  8, 6,  and  7, 1899. 
+•*  New  York  Evening  Post,"  December  81, 1897. 
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these  three  banks  have  aot^ed  as  each  other's  correepondents  for  moR 
than  a  century.  The  Rank  of  New  York  bajs  oocupied  its  present  ate 
at  Wall  and  William  streets  for  more  than  a  century.  Gen.  Alexardar 
MoDougall  was  its  first  President.  The  bank  prides  itself  on  never  hav- 
ing pa.ssed  a  dividend  except  once,  and  that  wa^  in  1837,  when  it  wan 
compelled  by  law  to  do  so.  The  next  year,  however,  it  paid  a  doable 
one  and  so  maintained  its  record. 

When  the  banks  were  admitted  into  the  clearinfc-hoase  aasodatioo 
upon  its  organization  they  were  placed  according  to  their  a^  and  nnni' 
bered  accordingly.  Thus  the  Bank  of  New  York  stands  first  on  the 
li8t.  The  history  of  the  Bank  of  the  Manhattan  Company  has  already 
been  told.  With  the  exception  of  these  two  banks — the  Bank  of  New 
York  and  the  Bank  of  the  Manhattan  Company — and  a  branch  of  tlw 
United  States  Bank,  all  the  other  banks  that  followed  them  were  o^ 
ganized  after  the  beginning  of  the  present  century.  The  Merchaub' 
Bank  was  organized  in  1805,  the  Mechanics'  in  1810,  the  Bank  of  Aiaet- 
ica,  the  Phenix  Bank,  and  the  City  Bank  in  1812,  tlie  Tradt«men'»  In 
1823,  the  Chemical  m  1824,  the  Merchants'  Exchange  Bank  in  1828,  the 
Gallatin  (then  known  as  the  National)  in  1829,  the  Butchers  and  Drov 
ers',  the  Mechanics'  and  Traders,  and  the  Greenwich,  in  1830,  the  Leather 
Manufacturers'  in  1832,  the  Seventh  Ward  (now  Seventh  National)  in 
1833,  and  the  Bank  of  the  State  in  1836.  The  American  Exchange  If»- 
tioual  Bunk  was  organized  in  1838,  the  Bank  of  Commerce  in  1839,  and 
the  Broadway  and  tlie  Mercantile  Bank  in  1849,  and  the  PaciBo  Book 
in  1850.     The  remainder  were  organiztnl  subsequent  io  1850. 

The  oldest  three  bank  presidents'in  active  service  are:  TnxuSa  k. 
Palmer,  of  the  Broadway  B/ink,  the  oldest  in  p<jint  of  age;  George  G. 
WilUama,  of  the  Chemical  Bank,  and  Frederick  D.  Tappen,  of  the  Gal- 
latin Bank.  Ttie  last  named  is  the  oldest  bank  President  in  point  of 
service.  He  entered  the  Gallatin  Bank  a  junior  clerk  in  1850  (ho  *n» 
bom  the  year  the  bank  was  organized),  and  rose  through  every  gr«<l'" 
to  tliat  of  President,  to  wliich  office  he  was  appointed  in  1808.  Th* 
bank  has  only  had  two  other  Presidents  dtiruig  tlie  whole  of  ita  exift- 
ence— Albert  Gallatin,  1829-1838,  and  James  Gallatin,  his  aon,  183$- 
1868.  Mr.  Tappen  was  appointed  Cashier  on  the  niglit  of  the  suspen- 
sion of  specie  payments  in  1857. 

An  interesting  story  is  told  of  the  Gallatin  Bank's  first  Prtsaideot 
It  was  after  the  panic  of  1836.  The  banks  heUl  a  meeting  to  di««wB 
when  they  should  resume  specie  payments.  A  moti«m  was  offered  •<> 
resume  after  certain  notice  had  been  given.  Albert  Gallatin  moved  w 
an  amendment  that  the  banks  should  "resume  to-morrow."  Tli* 
amendment  waa  carried,  and  the  banks  resumed  specie  paymeutu  "O 
the  morrow  witliout  trouble. 

George  G.  Williams,  President  of  the  Cbemloal  Bank,  lias  hafi  » 
banking  experience  of  more  than  fifty  years.  Be  entered  tlte  senrir*  <i' 
the  bank  as  junior  clerk  in  1841,  and  has  been  Its  Presideol  slnrc  IK^ 
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leinical  Bank  was  started  as  a  chemical  uianafacturiiigcompauy, 
kin  many  respects  it  is  regarded  as  the  most  famous  bank  in  the  coun- 
try. It  has  a  capital  of  only  ?300,000,  but  its  gurplua  is  more  than 
17,000,000,  and  itef  100  ahares  sell  for  nearly  *5,000  each.  Its  first  office 
van  on  the  present  site  of  the  National  Park  Bank,  oppoeite  St.  Paul's 
t'liap»el,  but  in  1850  it  moved  to  its  present  building. 

Oue  of  the  interestiikg  facts  in  connection  with  the  history  of  New 
York  banks  and  the  clearing-house  was  the  refusal  of  the  latter  to  ad- 
mit National  banks  to  meiubensliip  in  the  clearing-house  association 
when  tbfy  were  first  organized  under  the  National  Banking  Law  in 
li?53,  because  they  were  regarded  aa  dangerous  institutions.  The  First 
National  Bank  was  refused  admission  at  first,  but  the  clearing-houae 
an  Bubsequently  rescinded  its  action,  and  nearly  all  the  other 
len  took  out  charters  under  the  National  Banking  Act,  many 
of  them  being  allowed  to  retain  their  old  names  instead  of  losing  their 
identity  by  being  designated  by  nnuiWr.  The  opposition,  however,  at 
ttrnt  to  the  National  banking  law  and  the  banks  organized  thereunder, 
was  very  fierce.  One  of  the  most  cherished  documents  in  the  archives 
i>f  tbd  Chase  National  Bank,  preserved  by  P^resident  Henry  W.  Cannon, 
^^  copy  of  a  long  printed  circular  urging  the  associated  banks  to  stand 
Bgethor  for  their  own  protection  and  the  protection  of  the  property 
confided  to  their  care,  "in  many  cases  the  all  of  women,  children,  the 

fiu  and  those  who  look  to  us  as  their  only  means  of  support  ♦  ♦  ♦ 
M)und  the  alarm  ere  it  is  too  late.  Let  the  associated  banks  in 
three  great  cities  of  New  Yjork,  Pliiladelphia  and  Boston,  decline 
an  recognition  of  these  institutions,  directly  or  indirectly  in  their  ex- 
rhaugM,  and  let  them  at  once,  at  whatever  exjK'nse,  return  the  notes 
that  they  are  compelled  to  receive  from  the  tTOvemment  to  their  re- 
spective points  of  issue  for  redemption.  In  so  doing  you  will  keep  the 
heart  of  the  currency  at  the  great  city  centres  unscathed  and  whole." 
Endorsed  on  tliis  circular  in  the  handwriting  of  John  Thompson,  the 

Elder  of  the  Chase  National  Bank  and  its  second  President,  is  this 
lorandum:  *'ThJfl  paper,  sent  out  by  the  then  President  of  the 
chants'  Bank,  was  followed  by  a  resolution  of  the  clearing-house 
ling  its  members  to  treat  as  uncurrent  money  all  National  bank 
notes  and  to  refuse  to  exchange  with  National  banks.  Thompson's 
bank  was  the  only  one  open  at  that  time. " 

The  Thompson's  bank  referred  to  in  the  memorandum  was  the  First 
■|tional  Bank,  which  was  organized  by  John  Thompson.  Be  subse- 
^Bntly  sold  out  his  interest  in  that  bank,  and  later,  in  1877,  organized 
the  Chase  National  Bank.  His  son,  Samuel  Thompson,  was  its  first 
President.  When  he  died  his  father  took  the  presidency  for  a  year, 
and  was  then  succeeded  in  1886  by  Henry  W.  Cannon,  ex-ComptroUer 
of  the  Currency. 
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NEW  JERSEY. 

Th(t  history  of  banking  in  the  State  of  New  Jeteef  begins  with  the 
estnblishiiient  of  the  Newark  Banking  and  Insurance  Company,  of  New- 
ark, and  the  Trenton  Banking  Company,  of  Trenton. 

These  two  institutions  were  ciiartered  by  the  Legislature  in  the  year 
1804.  Tlie  charter  of  the  Newark  bank  ant^-datea  that  of  the  Trtn- 
ton  concern  a  httle  more  than  nine  months,  and  after  the  liardslilp* 
tliat  beset  pioneers,  these  two  institutions  are  in  existence  to-day  «n<1 
rank  with  tlie  stronger  banking  houses  in  the  United  States. 

Ttie  Newark  Banking  and  Insurance  Company  was  bom  of  a  necff' 
sity  arisuig  from  the  growth  of  the  industrial  and  business  interests  of 
the  city  of  Newark,  which  was  at  a  disadvantiige  because  of  its  dii^- 
tauce  from  New  York  and  the  lack  of  facilities  for  travcL  Tliere  wew 
no  raih-oadB  in  the  State  in  those  early  days.  Traffic  between  town* 
was  carried  on  by  means  of  horse  and  wagon.  The  necessity  of  a  bank 
in  Newark,  the  population  of  wliich  was  rapidly  increasing,  beeanio  m 
great  that  some  of  the  city's  leading  business  men  organized  a  conijiiuiv. 
applied  to  the  Legislature  for  a  charter  and  in  1804  received  it.  Tie 
company  elected  as  its  President,  Elisha  Boudinot,  one  of  the  State's 
most  prominent  citizens  at  that  time.  He  was  a  physician  and  "  I"*- 
yer  and  for  several  years  served  as  Supreme  Court  justice. 

The  business  of  the  bank  began  In  the  parlor  of  Snuth  Bur 
residence  on  Broad  street,  Newark,  and  the  flrst  depositor  was, 
Boudinot  himself,  who  intrusted  to  the  bank  three  hundred 
When  the  books  were  closed  on  the  flrst  day's  business  they  showed  1 
$1,(H)0  tiad  been  dei>osited. 

This  money  vias  placed  in  an  iron-bound  wooden  box  for  aafe-kerp- 
ing,  but  casli  came  in  so  rapidly  during  the  next  four  or  five  day>  th*i 
the  directors  decided  to  open  an  account  with  the  Manhattan  Bank, of 
New  York,  to  which  institution  the  funds  were  taken  and  there  they 
remained  until  the  following  year,  when  the  company  erected  •oooubo- 
dioua  bank  building  in  Newark. 


Thk  First  Bajtks  Bkqist  BfaorBSA. 

The  Newark  Banking  and  Insurance  Company  be^an  baaliie«  with 
m,  oapitalization  of  9800,000,  of  which  $350,000  was  paid  in,  and  for  the 
privilege  of  operating  it  paid  the  State  a  bonus  of  91,482.  The  h«ak'» 
charter  ran  for  a  period  of  twenty  years,  and  when  it  was  ctxtcndod  h* 
tlie  third  tinte  the  bank  changi:<d  its  oanic  to  the  Newark  B*uUa| 
Company  and  becAma  a  National  bank. 

During  the  sixty  years  of  its  existence  as  a  otiartered  Institutiim  th» 
Newark  bank's  business  increased  until  when  it  bocauie  n  N'/itinn 
bank  iu  ameta  amounted  to  $S.$S.^,696. 

Uf  UuMitwo  pioneer  Institutions,  the  Trenton  Bankin;.'  <     kiim 
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has  had  the  most  important  and  interesting  career.  It  was  organized 
with  a  capital  of  |600,000,  of  which  {214,740  was  paid  m. 

The  first  President  of  the  institution  was  Isaac  Smith,  who  was  for 
eighteen  years  a  Supreme  Court  Justice.  He  was  also  a  member  of  the 
Continental  Congress  and  a  Colonel  in  the  Continental  army.  When 
the  bank  was  organized  the  State  refused  to  accept  a  bonus,  re8e]*ving 
the  light  to  sul»oribe  for  stock,  which  was  done  in  1811  to  the  amount 
of  $S4,000,  which  was  carried  for  the  benefit  of  the  public  schools.  The 
first  loan  to  the  State,  amounting  to  f32,000,  was  made  for  military 
purposes  December  17,  1813,  during  the  war  with  England. 

Owing  to  the  depression  in  business  which  followed  the  war,  this 
bank  in  common  with  all  others  in  the  country,  suspended  specie  pay- 
ments August  31,  1814.  The  Bank  of  the  United  States  having  been 
organized  as  a  measure  of  relief  to  the  business  of  the  country,  the 
Trenton  Banking  Company,  July  15,  1816,  subscribed  f40,000  to  the 
stock  of  that  bank  and  gave  aid  in  other  ways  to  relieve  the  general 
distress,  making  many  local  loans  for  that  purpose.  The  impoverished 
oondition  of  the  community  in  which  the  bank  was  striving  to  establish 
itself  at  that  time  is  shown  by  the  fact  that  it  frequently  loaned  the 
eity  money  with  which  to  pay  its  solitary  watchman. 

The  first  counterfeits  of  the  notes  of  this  bank  were  detected  in 
Newark  in  1808,  and  a  counterfeit  ten  dollar  note  issued  in  1810,  and 
obtained  in  England,  was  presented  at  the  bank  for  payment  in  1879. 
Early  in  the  history  of  the  bank  two  or  three  runs  for  the  redemption 
of  its  notes  were  made  by  its  depositors.  In  1837  a  run  on  the  bank 
b^;an  and  there  were  not  enough  funds  in  the  vaults  to  meet  the  de- 
mand. There  was  no  railroad  at  that  time  between  Trenton  and  Phila- 
delphia ;  but  something  had  to  be  done  to  save  the  bank,  and  Benja- 
min Fish,  one  of  the  directors,  drove  to  the  City  of  Brotherly  Love, 
loaded  a  wagon  with  sUver,  returned  to  Trenton  and  unloaded  the  coin 
in  front  of  the  bank.  The  sight  of  the  money  inspired  the  excited  de- 
positors with  confidence  and  they  quickly  withdrew,  satisfied  that  the 
bank  had  the  ability  to  redeem  its  notes  in  coin  on  demand. 

The  Trenton  Banking  Company  never  organized  under  the  National 
Banking  Law  of  the  United  States,  but  has  continued  business  under 
its  charter  from  the  State  of  New  Jersey,  as  a  bank  of  discount. 

Loan  to  a  Royal  Custombr. 

An  interesting  incident  in  the  history  of  the  bank  was  the  loaning  of 
fSOO  to  Prince  Lucien  Murat,  who  gave  a  bracelet  studded  with  dia- 
monds as  security.  The  Prince  lived  at  Bordentown,  New  Jersey,  and 
when  the  news  of  the  dethronement  of  Louis  PtiiUippe  reached  this 
country  in  1848,  and  the  prospects  of  the  restoration  of  the  Bonaparte 
family  began  to  brighten,  the  Prince  thought  that  it  would  be  to  his 
interest  to  return  to  France.  He  was  a  nephew  of  the  great  Napoleon 
aad  he  confidently  expected  to  gain  position  and  influence  under  the 
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govennnent  of  Louis  Napoleon,  who  was  «ho«en  President  of  the  new 
republic. 

Having  no  money  to  pay  his  passage  he  offered  the  bracelet,  wliki 
had  been  hitrusted  to  him  by  Hort«nse,  <4ofi*'>  ^^  Holland,  and  motlur 
of  Louis  Napoleou.  The  bracelet  lay  in  the  bank  vault  a  year,  whw 
the  $800,  with  interest,  was  paid  by  a  friend  of  the  borrower. 

When  the  National  banking  system  was  established  and  a  tax  ol 
ten  per  cent,  imposed  upon  the  future  issues  of  circulating  note*,  bf 
State  banks,  the  circulation  then  outstanding  of  the  not«e  of  tlie  Two- 
ton  bank  amounte<l  to  f393,194,  nearly  every  dollar  of  which  has  been 
returned  to  the  bank  and  redeemed. 


Assistance  Rrnderrd  thk  (iovKiuncKirr. 

No  period  in  the  history  of  the  bank  was  of  greater  interest  to  tl» 
State  of  New  Jersey,  or  the  nation  at  large,  than  that  during  the  Bfr 
bellion.  The  minutes  show  that  April  16,  1861,  twodays  afterthe  bom- 
bardment of  Fort  Humter,  the  directors  passed  a  reaolutioa  teoderinf 
the  Governor  of  the  State  a  loan  of  $25,000  for  inmiediat«  u««  In 
equipping  troops.  On  September  5,  186:^,  a  loan  of  f200,000  yna  luade 
to  the  State  for  the  payment  of  bounties. 

As  the  war  proceeded  Gov.  CharlesS.  Olden,  whowasUien  a  director 
of  the  bank,  was  authorized  to  use  all  the  money  of  the  institntion  th»t 
might  be  necessary  for  sending  troops  to  the  front.  The  Governor  dW 
so,  with  the  result  that  the  State,  at  the  close  of  hostilities,  owed  tlte 
bonk  t6CH}.000.. 

On  December  31, 1898,  the  resoorcea  of  the  Trenton  Banking  Com- 
pany amounted  to  (2, 566, 320. 

In  1807,  the  New  Brunswick  Bank  wa*  chartered  with  a  capital  o( 
92(X).00<J  of  which  ^90,000  was  paid  in.  The  bonus  paid  the  State  wn* 
t6,000. 

In  1810  the  Legislature  enacted  a  law  fixing  a  tax  of  oo»-b«lf  ol  OM 
per  oent.  on  all  bank  oapital  paid  In. 

Bastks  OpKBATnta  Under  Statr  Laws. 

The  first  banking  law  enact^nl  by  the  Legislature  of  New  Jeney  wa* 
approved  by  Gov.  Aaron  (Jj^len.  January  28,  1812.  ThepopuUtlonof 
the  State  had  grown  rapidly,  and  the  necessity  for  financial  inivtitntiau' 
where  business  uien  could  deposit  their  funds  and  negotiate  paper  be- 
came pressing. 

The  people  were  wary  of  private  banking  institutioua  and  nada  * 
strong  appeal  to  tlie  Legiidature  to  eniu;t  a  law  under  whicli  hawN 
might  be  chartered  and  which  would  give  the  depoaitor  soma  —nianW 
that  his  int«reRtB  were  reasonably  secure. 

A  bill  waa  presented  to  the  Legislature  early  in  the  Beaaioa  nf  1^^ 
providing  fur  the  eatablishment  of  State  banka  at  Camden,  Trentu(i< 
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New  Bnmswiek,  Bllzabeth,  Newark  and  Monis  (now  Morristown),  the 
eharter  of  each  to  ran  twenty  years. 

The  law  provided  that  the  shares  of  these  banks  should  be  fixed  at 
a  valuation  of  fifty  dollars  each,  and  that  half  of  the  capital  subscribed 
should  be  reserved  for  the  State.  No  subscription  for  stock  was  to  be 
received  from  any  but  citizens  of  the  State  for  the  first  five  days  that 
the  subscription  books  were  open  to  the  public.  A  commission  of  reli- 
able citizens  was  appointed  by  the  Legislature  to  receive  subeorlptions 
for  the  stock  of  each  bank.  If  at  the  end  of  fifteen  days  more  stock 
had  been  subscribed  than  had  been  issued,  an  equitable  deduction  was 
to  be  made  from  those  who  had  been  the  largest  purchasers.  The 
President  and  the  directors  of  the  institutions  were  appointed  by  the 
Legislature  for  the  first  year,  at  the  end  of  which  time  the  stockhold- 
ers were  to>eIect  directors  who  would  choose  a  President  of  the  board. 
The  rate  of  discount  of  bills  and  notes  of  the  banks  was  not  to  be  more 
than  seven  per  cent,  and  dividends  were  to  be  declared    every  six 

UMHlthS. 

The  law  provided  that  the  banks  should  not  at  any  time  loan  or 
diacoant  a  greater  sum  than  double  the  amount  of  the  capital  stock 
paid  in.  It  was  declared  also,  that  banks  could  not  own  vessels,  or 
directly  or  indirectly  be  concerned  in  trade,  or  the  importation  or  ex- 
p(»^ation,  purchase  or  sale  of  any  goods,  tinless  pledged  to  them  as  se- 
curity for  debts.    The  latter  provision  also  appUed  to  real  estate. 

Limitation  of  thb  Amount  of  Indbbtbdness. 

The  amount  of  indebtedness  that  the  banks  might  incur  was  fixed 
at  a  sum  not  to  exceed  twice  the  amount  of  the  capital  stock  paid  in, 
over  and  above  the  deposits  made  with  the  bank  for  safe-keeping.  In 
the  event  of  this  limit  being  exceeded,  the  directors,  under  whose  ad- 
ministration the  excess  occurred,  were  held  liable  for  the  amount  in 
their  individual  and  private  capacities.  If  there  were  directors  who 
were  not  present  when  the  debt  was  contracted,  there  was  an  op- 
portunity for  them  to  escape  the  liability  by  notifying  the  State  Treas- 
urer of  the  &ct.  The  banks  were  required  to  make  a  report  of  their 
assets  and  liabilities  each  year  to  the  State  Treasurer.  No  notes  were 
to  be  issued  of  a  less  value  than  three  dollars  ;  but  a  universal  demand 
for  currency  of  a  smaUer  denomination  resulted  in  an  amendment  to 
the  law  in  1813,  which  enabled  the  banks  to  issue  notes  of  the  denomi- 
nation of  one  dollar. 

Encouraged  by  this  action  of  the  Legislature,  men  with  capital  and 
brainb  wenfjnto  the  banking  business  in  all  parts  of  the  State,  and  they 
thrived,  m  many  instances,  at  the  expense  of  stockholders  and  depos- 
itors. Excepting  a  few  immaterial  amendments,  the  banking  law  of 
1813  stood  unchanged  until  1850,  when  the  condition  of  the  banks  was 
such  as  to  demand  a  revision  of  the  statutes  relating  to  the  banking 
business. 
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In  the  thirtj-eight  yean  between  1812  and  ISSO  New  Jersey  Ltd 
taken  a  great  stride  forward  industrially  and  financially.  BailroBd» 
were  built,  canals  construi^ted,  towns  founded  and  cities  created  Ag- 
ricultural lauds  were  developed  and  various  enterprises  entered  iuto 
that  required  the  outlay  of  a  vast  amnunt  of  money.  The  pmnivten 
of  these  extensive  ituprovements  found  the  banks  convenient  uiediuiw 
through  wliich  to  operate  them.  In  some  of  the  remote  parts  uf  tlie 
State  manufacturing  companies  and  canal  corporations  did  a  baiildiig 
business  witb  the  approval  of  the  Legislature,  and  in  some  inst«noe« 
used  the  money  of  the  stockholders  and  depositors  in  the  furthenuir« 
of  their  own  private  schemes  which  were  not  always  suocessful,  and 
when  they  failed  there  were  a  good  many  mourners  at  the  funeral 

As  the  result  of  these  loose  methods  of  doing  buidness  the  State  wu 
flooded  with  worthless  paper,  and  the  authorities  finally  awoke  to  tlw 
fact  that  something  must  be  done  to  clear  up  the  situation.  In  1837  • 
commission  was  appointed  by  the  Legislature  to  examine  into  the  cod- 
dition  of  the  banks  in  the  State,  and  report  to  that  body. 

The  report  was  not  very  flattering  to  the  officers  of  some  of  the  com 
bination  manufacturing  and  banking  concerns. 

In  one  instance,  in  the  southern  part  of  the  State,  it  was  disooverwl 
that  u  sawtiuU  company  were  operating  a  bank  as  a  side  issue,  and  in 
another  instance  a  company  of  real  estate  dealers  were  doing  the  ho* 
thing. 

Although  the  law  required  that  the  bank  officials  should  tuakpni^ 
annual  report  to  the  State  Treasurer  of  their  financial  conditiuii.  uuui} 
of  them  neglected  to  do  so,  and  the  result  of  the  itiveotigation  insti^ii''' 
by  the  Legislature  was  the  winding  up  of  the  business  of  s«r«tsl  «il<l 
cat  concerns  and  the  purification  of  the  tlnanci^il  atmoBphen  ftt- 
orally. 

Itt  i«X7,  in  common  with  the  banks  of  other  States,  the  New  J«f**f 
iimtituliiinn  suspended  specie  pa>iuent,  witli  the  single  exoeptioD  oftlif 
I'uiiTMJii  Uauk.  The  Sussex  Bank  suspended  such  payment  for  a  ff * 
dttyN  only. 

(Ill  M/ux'!)  5,  1B42,  specie  payments  were  resumed  and  •  law  paw^ 
warning  the  banks  not  to  issue  notes,  bills  or  drafts  prior  to  Aaguit  M 
of  thitt  year,  fixing  as  a  penalty  for  violation  uf  the  law  the  (orfeitntt 
of  thuir  charterci. 

Enactment  op  a  Genrraii  Bajiki^o  Law. 

In  1B50  what  is  ki>0WQ  as  the  general  banking  law  of  tbo  8tat«  *>* 
,Maot«d.  It  authorized  the  State  Treasurer  to  haveprint«d  bank  nOK* 
^^  all  denominations  not  less  than  one  dollar,  which  he  might  IsW  tx  , 
any  nssoi^iatiun  nf  persons  formed  for  the  purpose  of  doing  a  I 
buHlnKHH  tinilcr  the  provisions  of  this  act,  in  exchange  for  tbs  | 
stnnka  nf  New  Jersey,  the  United  States  or  the  State  of  Mamael)us*<(*- 
dollar  for  liollar.  provided  the  stocks  wi«re  productive  of  a  six  per  cnt- 
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rate  of  intereot  per  annam,  and  he  was  prohibited  from  taking  snob 
stock  at  a  rate  above  its  par  value  of  not  less  than  one  hundred  oents 
<m  the  dollar.  Notes  for  circulation  issued  under  this  act  and  remain- 
ing outstanding,  were  not,  at  any  time,  to  exceed  three  million  dollars. 
The  banks  were  authorized,  after  having  executed  and  signed  such  notes 
for  circulation,  so  as  to  make  them  obligatory  promissory  notes  payable 
<Mi  demand,  without  interest,  to  circulate  them  as  money. 

The  Treasurer  was  authorized  to  give  to  the  bank,  transferring  stock 
to  him,  powers  of  attorney  to  receive  the  interest  and  dividends  thereon, 
which  tliey  might  apply  to  their  own  use.  Such  powers  were  to  be  re- 
voked upon  a  bank  failing  to  redeem  the  circulating  notes  it  had  issued, 
or  whenever  in  the  Judgment  of  the  Treasurer  the  principal  of  the  stock 
held  by  him  had  become  insufficient  security ;  in  which  case  he  was  to 
receive  dividends  on  all  stocks  as  well  as  the  interest  on  all  bonds  and 
mortgages  deposited  by  such  banking  association,  and  deposit  it  in  some 
safe  bank  in  the  State,  in  his  name,  in  trust  for  the  association  to  which 
it  belonged,  the  deposit  to  be  made  on  such  terms  and  such  rate  of  in- 
terest, not  beyond  the  legal  rate,  as  the  Treasurer  deemed  most  condu- 
cive to  the  interest  of  the  association,  and  to  be  withdrawn  and  paid 
over  whenever  in  his  Judgment  the  securities  of  such  association  were 
sufficient  to  warrant  it. 

The  law  provided  that  instead  of  transferring  public  stocks  as  secur- 
ity for  circulating  bills,  banks  might  secure  one-third  of  the  whole 
amount  of  the  issue,  by  making  and  executing  directly  to  the  Treasurer 
or  by  transferring  to  him,  bonds  and  mortgages  upon  real  estate,  paya- 
ble at  a  period  not  exceeding  one  year  and  bearing  interest  at  six  per 
cent.  Before  such  bonds  and  mortgages  were  accepted  as  security  it 
was  required  that  they  have  the  approval  of  the  Attorney-General. 

It  was  required  also  that  the  mortgages  be  upon  improved,  product- 
ive, unencumbered  lands  within  the  State  of  New  Jersey,  worth,  inde- 
pendent of  any  buildings  thereon,  at  least  triple  the  amount  of  the 
mortgage,  and  that  no  mortgage  for  a  greater  amount  than  $5,000 
should  be  taken. 

In  the  event  of  such  security  becoming  insufficient  for  the  payment 
of  the  bills  and  notes  issued,  the  Treasurer  was  directed  to  notify  the 
President  of  the  banking  association  of  the  fact,  and  he  was  required 
within  five  days  to  place  in  the  Treasurer's  hands  such  amount  of  se- 
curities as  would  secure  in  full  the  notes  issued.  If  the  President  of  the 
banking  association  neglected  to  produce  the  securities  in  the  required 
time,  the  Treasurer  was  authorized  to  proceed  and  wind  up  the  affairs 
of  the  institution  by  paying  all  the  circulating  notes  issued  by  such  as- 
sociation out  of  the  trust  funds  in  his  hands  for  that  purpose  and  sell- 
ing at  public  auction  the  stocks,  bonds  and  mortgages  pledged  by  the 
members  of  the  association  as  security. 

To  defray  the  cost  of  making  the  plates  and  dies  and  printing  the 
notes  and  bills,  each  bank  was  required  to  pay  an  assessment.     A  bank- 
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ing  assooiatioii  was  required  to  have  seven  members  and  an  aggregate 
capital  stock  of  not  less  than  (60,000  nor  more  than  $500,000. 

Any  creditor  or  shareholder  of  a  bank  whose  shares  or  debts  amoanted 
to  $1,000  could  secure  an  investigation  of  the  afEairs  of  the  institattoD 
through  a  master  in  chancery  appointed  for  that  purpose  by  the  Chan- 
cellor. In  1851  the  law  was  amended  so  as  to  admit  of  the  taking  of 
the  stocks  of  the  States  of  New  Tork,  Ohio,  Kentucky  and  Pennsyl- 
vania and  Vii-ginia  as  securities. 

Organization  of  Banks  Undkr  thk  Nbw  Law. 

When  this  law  went  into  effect  there  were  in  operation  in  the  State 
under  the  law  of  1812,  twenty-four  banks  with  an  aggregate  capital  of 
$3,596,720;  curculation,  $2,548,362;  specie,  $630,734;  deposits,  $1,886,- 
595;  bills  receivable,  $6,192,575;  notes  of  and  due  from  other  banki, 
$1,452,057.  Due  to  other  banks,  $298,670;  balance  of  profit  aodkw 
or  surplus,  $543,776;  real  estate,  $300,037;  bonds,  mortgagee,  stoeki, 
etc.,  $257,568;  suspense  account,  $21,889. 

The  Treasurer's  report  for  1851  shows  that  fifteen  banking  associa- 
tions took  advantage  of  the  new  law.  The  total  amount  of  securitiee 
in  the  hands  of  the  Treasurer  was  $774,146;  droulation,  $767,602. 

In  1852  the  number  of  the  banks  had  increased  to  nineteen  with 
securities  aiuountiug  to  $785,420;  circulation,  $766,742. 

Wlicn  the  National  Banking  Act  was  passed  in  1863  there  were 
twelve  State  banks  with  securities  amountmg  to  $1,748,333,  and  circa- 
latioii,  $1,633,513.  The  affairs  of  eight  banks  were  being  settled  by 
docrooM  from  the  court  of  chancery  and  nine  had  obtained  charters 
from  the  Legislature,  and  were  winding  up  their  business  under  the 
g(>noral  Ixiuking  law. 

Ill  1876  there  wore  but  two  State  banks  in  existence  in  New  Jersey, 
and  tlu'ir  affairs  were  being  settled  by  the  court  of  chancery.  Tlie 
total  niuuunt  uf  their  securities  was  $3,321,  and  their  circulaticni,  |735. 

IMate  Jiatiku  Organized  Under  the  Qeneral  Banking  Law  qf  1850. 
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Incorpobatbo   Baitks. 

At  the  present  time  there  are  twenty-one  inootporated  or  chartered 
banks  in  the  State,  with  a  capitalization  of  |1, 738, 500. 

The  following  table  shows  the  condition  of  the  chartered  banks  at 
rariooB  periods  daring  the  past  sixty  years : 


I8S8.. 

iitta. 

185S. 

18S9.. 
1870. 
1880. 
1880. 
1808.. 


No.  of 
barikt. 


26 
84 

23 
86 
5 
7 
22 
21 


Loatu  and 
ditoountt. 


97,098,292 
1,452,057 
7,746,020 

11,901,086 
2,070,853 
2,440,360 
6,684,593 
7,533,497 


Bpteie. 


•1,808,712 
680,734 
738,695 
907,770 
113,417 
128,638 
.  124,393 
150,485 


OapUal 
itcek. 


•0,096,840 
3,696,720 
3,936,960 
6,386,822 
1,050,125 
l,0O5,6O« 
1,640,822 
1,738,600 


National  Banks,  186S-1898. 
Figures  In  thousands  of  dollars. 
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1 

•56 

•60 

•31 

65 
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11.930 

3,510 

62 

26,058 

12,766 

3,777 

68 

22,672 

14.248 

4,001 

60 

33,349 

11,214 

4,623 

85 

42,062 

8,681 

5,966 

99 

47,341 

6,613 

6,730 

104 

64,262 

7,482 

6,126 

•84 

11,483 

13,858 

I 
14.033  , 

12.208  I 

13,318  1 

14.008  j 

14,487 


anrplut. 

III 

•2 

•2.246 

1,105 

3,517 

1,654 

3,703 

1,375 

3,824 

1,703 

6,166 

2.168 

7,447 

3,586 

8,301 

4,639 

mdi- 

depotitt. 


I 


•0,318 
10.920 
11,279 
9,361 
6,993 
4,699 
5,031 


•108 
14,165 
17,396 
18,584 
29,700 
42,138 
47,376 
62.128 


Prior  to  1875  financial  institutions  of  the  State  were,  as  a  rule,  cre- 
ated by  special  charters  granted  by  the  Legislature.  The  constitution, 
as  amended  in  1875,  prohibited  the  granting  of  special  charters  and 
prescribed  that  the  Legislature  should  enact  general  laws  for  the  organi- 
zation of  corporations.  From  1875  to  1898  the  laws  relating  to  the 
State  banks  underwent  no  radical  changes. 

Revision  of  thk  Bankino  Laws  in  1899. 

The  banking  laws  of  the  State,  as  revised  in  1899,  provided  that 
«even  or  more  persons  of  full  age  may  become  a  banking  corporation. 
The  afEairs  of  every  bank  shall  be  managed  by  a  board  of  not  less  than 
five  directors,  a  majority  of  whom  shall  at  all  times  be  residents  of  the 
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ii«aiij  vj  toe  1 


daclBd  «nd  b«ve  qiaafifcd.    Thebood  «f  4bcati0(' 

I  0VHB  H^BO  VOOiBC  flOpflSBft  DOiA  uM  IBCfliOCKS  flACEflBBl^ 

wiw  fbaD  examine  the  eootidoBof  the  baakattBai 
'  iii  ■ontlw.  or  oftener,  if  reqniral  hf  the  tmani,  and  mA 
raftveada  examiuadon  shall  faUiwith  wpow  todMbovi 
iiii^  ■  dBtefl  an  itenui  iitcluded  in  the  tmtn  ef  tike  baak  whicii  tlMf 
harv*  maaoi  to  bdlere  are  not  of  the  raloe  of  which  thay  ■ppur  W 
lh»  booki  and  neocds  of  the  bank,  and  i^vinff  >***  value^  tai  1 
■MBt,  of  each  of  aoeh  itenm.  Everjr  bank  b  ofaQged  to  makel 
CoHsaiBiaaer  of  Banlting  and  Insoranoe  noC  \em  than  foor  rrpuit* 
dniBK  each  jear. 

So  hank  riiall  make  any  loan  or  dlMoont  on  die  aeetnitjr  or  on  tb* 
iiarraof  itaown  capital  stocic,  nor  betheinivfaaeerorhaUcrof  aoj sarh 
stena  unices  socb  qecuritjr  or  purchase  ahall  be  neeanarj  to  prrrcot 
loas  apoD  a  debt  previooiily  contracted  In  fcood  fahh ;  and  the  stock  » 
porefaaaed  or  acquired  eball  wittiln  one  jear  from  the  time  of  iti  {^^ 
rhaaiT  be  sold  or  disposed  of  at  public  or  prirate  sale.  The  total  iii 
tin  to  any  bank  of  any  person  or  of  any  eonpany,  eorpoiatiii 
Inn,  ior  uioney  borrowed,  including  in  the  liahitltife  ai  a  eampat)«  rir 
■rm  the  ]f»*ini*i«—  of  the  several  membets  tfasRoC,  shall  at  no  tiw«  «- 
caad  ten  per  eentiun  of  the  afq^rcfwte  aosoant  of  the  capital  stock 
g^^  bank  artoally  paid  in.  and  of  the  permaoeot  •orpins  fand  ol  i 
bariL  Bmy  hank  shall  at  aO  timee  oare  on  hand,  in  aTailable  (no 
^^^^g^^aqoal  tf  leaat  to  flfkaen  per  centum  of  all  it*  iinii 
a»4fiiHaf  this  aaoHMt  atay  eondsi  of  balanoes^ 
k  ftoa  Bood,  auiwi  baoki  or  trast  companies,  and  i 
I  sna  sImH  be  hdd  in  naerre  hi  eaah  on  band.  It  slioll  out 
br  MV  bf^.  Hkitr  t^  psovMiiaaaaf  tiiis  act,  to  issue  as  luu 
■sy.  any  bBs  or  notea 
teB  bsaoBH  hiaoisent,  or  shall  siupend 
\  tf  fcadslo  eairy  on  the  same,  the  Att 
sy  by  petition  or  bill  of 
I  of  the  caj<e  apply  to  I 
.^^^i^_  Mr  a  wca  «•  aiiMwi  m  n  and  tlie  ^pointment  of  a  1 


iMAk^  snd  Insuranoe  woa 
idwainforoe relative  toinBorance, 
■In  diflosU,  indeumity,  mortgaiie,  I 


^  ^^  $Mto  gm^iUBKOt  is  required  to  maks  sn 
of  the  oooditioa  of  tbe  iuntltutiuos 
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Savinos  Banks. 

The  first  Savings  bank  established  in  New  Jersey  was  chartered  by 
the  Legiaiatare  in  1828.  It  was  the  Newark  Savings  Fund  Association. 
Lather  Goble  was  President. 

In  the  twenty  years  following,  several  charters  were  granted  for 
Savings  banks,  but  only  a  small  percentage  of  them  were  taken  advant- 
age ol 

The  banks  were  required  to  make  an  annual  report  to  the  Legisia 
ture,  but  they  neglected  to  do  so  and  it  was  not  until  1869  that  the 
State  authorities  were  able  to  compile  satisfactory  statistics  showing 
the  number  of  Savings  banks  in  the  State  and  their  resources. 

In  1864  there  were  nine  Savings  banks  doing  business.  The  rapid 
increase  of  population  and  the  prosperity  of  the  industrial  classes  in 
the  next  ten  years  encouraged  the  establishment  of  Savings  institu- 
tions, and  in  1874  the  number  had  increased  from  nine  to  forty-two. 

The  deposits  from  that  time  rose  from  13,591,097  to  930,710,601.  In 
1878  the  industries  in  the  State  were  greatly  depressed  and  the  depos- 
its in  the  Savmgs  banks  fell  from  $31,974,316  to  $15,851,490,  and  in  1879 
they  had  shrunk  to  $14,993,038. 

A  revival  of  business  in  1880  brought  money  to  the  banks  once  more 
and  in  two  years  the  deposits  had  increased  more  than  $10,000,000. 

For  seventeen  years,  dating  from  1875,  there  was  a  steady  falling  off 
in  the  number  of  Savings  banks.  Many  of  them  went  to  the  wall  be- 
cause of  the  depreciation  of  securities  and  others  were  put  out  of  busi- 
ness by  the  withdrawal  of  money  by  depositors  who,  affected  by  finan- 
cial panics,  became  suspicious  of  them. 

In  1876  there  were  forty-three  Saving  banks  in  operation,  and  in 
1892  there  were  only  twenty-four,  yet,  in  the  latter  year,  the  deposits 
were  a  little  more  than  four  million  dollars  in  excess  of  what  they 
were  eighteen  years  before,  which  fact  indicates  that  depositors  had 
shifted  their  savings  to  the  banks  in  whose  substantiality  they  had 
faith. 

It  was  not  until  1876  that  a  general  law  governing  Savings  banks 
was  enacted  in  New  Jersey,  and  it  has  operated  so  satisfactorily  that  it 
has  not  been  materially  amended. 

The  law  requires  that  no  Savings  bank  shall  be  established  without 
a  certificate  of  authority  from  the  Commissioner  of  Banking  and  In- 
surance. And  the  certificate  is  issued  only  when  the  Commissioner  has 
been  assured  that  there  is  need  of  a  bank  in  the  locality  where  it  is  pro- 
posed to  establish  it;  that  it  will  be  liberally  patronized,  and  that  the 
persons  applying  for  the  certificate  are  of  good  character  and  financially 
responsible. 

A  majority  of  the  managers  must  reside  in  the  county  where  the 
bank  is  located  and  be  freeholders  in  the  State.  No  manager  can  have 
any  interest,  directly  or  indirectly,  in  the  gains  or  profits  of  the  bank 
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except  as  a  depositor,  or  borrow  any  of  its  funds,  or  beoome  an  indor 
ser,  surety  or  obligor  in  any  manner  for  money  loaned  by  or  borrowed 
from  the  bank.  The  rate  of  interest  and  dividends  is  regolated  bj 
the  managers  so  that  the  depositors  receive  all  the  profits  of  the  instita- 
tion,  after  deducting  necessary  expenses  and  reserving  a  certain  sum  as 
a  surplus  fund,  which,  to  the  amount  of  fifteen  per  cent,  of  the  de- 
posits, the  managers  are  authorized  to  gradually  aocomulate  and  to 
hold  to  meet  any  contingency  or  loss  by  depredaticHi  of  securities  at 
otherwise. 

Investments  are  restricted  to  bonds  of  the  United  States;  the  State 
'of  New  Jersey,  and  the  cities,  counties,  etc.,  therein;  bonds  of  other 
States  in  the  United  States,  or  of  any  city  or  county  thereof,  whose  net 
indebtedness  is  limited  by  law  to  ten  per  cent,  of  the  assessed  valuatioD 
of  the  property  therein,  and  first  mortgage  bonds  of  railroad  companies 
that  have  paid  dividends  regularly  on  their  capital  stock  for  the  five 
years  preceding,  or  the  coxisolidated  mortgage  bonds  issaed  bytmysoeh 
company  to  retire  its  entire  bonded  debt. 

Loans  on  personal  securities  cannot  be  made  except  npon  the  addi- 
tional pledge  of  specified  collaterals  having  a  market  value  margin  nf 
twenty  per  cent.  Not  more  than  fifteen  per  cent,  of  the  depoBits  can 
be  so  loaned.  Mortgage  loans  may  be  made  up  to  eighty  per  cent  of 
the  deposits,  on  real  estate  in  New  Jersey  worth  fifty  per  cent  more 
than  the  amount  loaned  thereon,  but  if  the  real  estate  is  unimproved 
or  unproductive  the  margin  of  value  must  be  seventy  per  cent.  The 
managers  are  required  to  invest  the  moneys  deposited  as  soon  as  prac- 
ticable after  their  receipt,  except  that  for  the  meeting  of  current  pay- 
ments in  excess  of  the  receipts  they  may  keep  an  avfulable  fund  of  not 
exceeding  ten  per  cent,  of  the  deposits,  either  on  hand  or  deposited  w 
call  in  designated  banks  or  trust  companies,  or  loaned  on  demand  <» 
specified  collaterals.  The  aggregate  deposit  of  any  corporation  or 
individual  is  limited  to  five  thousand  dollars,  exclusive  of  aocraed 
interest,  unless  made  prior  to  1876,  or  by  order  of  a  court  of  record  or 
surrogate. 

The  institutions  must  be  examined  once  in  two  years  and  oftener  >' 
deemed  expedient  by  the  Commissioner  of  Banking  and  Insurance- 
Reports  of  condition  on  January  1  and  transactions  for  the  year  must 
be  filed  annually,  within  one  month  from  said  date,  under  penalty  o' 
two  hundred  dollars  for  each  day's  delay,  for  which  the  managers  are 
I>er8onally  liable. 

Savings  banks  having  no  capital  stock  are  taxed  apon  all  their  prop- 
erty and  valuable  assets,  but  the  depositors  are  exempt  from  tazatioD 
on  their  personal  estate  to  the  amount  of  their  deposits. 

The  following  table  exhibits  the  aggregate  resources,  deposits  and 
surplus  of  the  Savings  banks  for  each  of  the  last  thirty-one  years,  shown 
in  periods  of  five  years  : 
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Savings  Banks,  1869-1899. 


No.  of 
bunki. 

ntal  rttoureu. 

Amoimt  due 
ditotiU>r$. 

SwrpUt* 
TOj^ortoA. 

1M9. 

14 
42 
87 
39 
24 
35 
26 

912,402,732 
83,259,612 
16,056.609 
30.075,831 
31,896,309 
87,729,102 
54,719,989 

911,&51,369 
30,710,601 
14,993,038 
28,240,891 
29,094,203 
34.266,298 
48,852.878 

9761.171 

1874 

1.398,268 

1879. 

750,703 

1884. 

1,761,645 

1888 

2,724,813 

1884. 

8,286.977 
6,566,096 

1890. 

Trust  Compaiobs. 

There  are  twenty-three  trust  companies  in  operation  in  the  State 
and  they  are  becoming  stronger  each  year.  The  deposits  in  the  year 
1898  show  a  gain  for  the  year  of  97,547,089,  or  over  thirty-siz  per  cent. 
The  increase  in  total  resources  was  over  thirty-three  per  cent.  The 
snrphis  fond  and  net  ondivided  profits,  which  are  practically  the  same, 
together  amount  to  (2,161,143,  being  (614,696  in  excess  of  the  total  at 
the  dose  of  the  year  1897.  The  following  table  illustrates  the  growth 
of  trust  companies  from  1889  to  1898: 


YBAB8. 

Ko.of 

eompa- 

nit*. 

Capiua. 

I>epc$iU. 

HurpUuand 
profit*. 

Total 
raouree*. 

1889. 

11 
13 
16 
19 
19 
19 
19 
22 
28 
23 

$861,250 
1,162,500 
1,470,000 
1,695,000 
1,800,350 
1,863,376 
1,920,000 
2,260,830 
2,436,000 
2,866,600 

$3,513,220 

4.646.315 

6.507.678 

9.752.510 

9,997.963 

12,184.304 

16.183.158 

17.295,869 

20,876,380 

28,423,471 

$266,551 

373,218 

442,640 

702,468 

788,858 

945.887 

1,070.521 

1.269.984 

1,546.446 

2.161.144 

$4,888,604 

1890. 

6,675.190 

1891 

8.919.723 

1893. 

12,898.700 

1898 

13,624.012 

1894 

16,949,126 
19,602,432 
22,417.128 
26.269,730 
34.972.950 

189S 

1896 

1897 

1898 

On  January  1,  1899,  the  combined  deposits  of  the  Savings  bank«, 
banks  of  discount  and  deposit  and  trust  companies  were  (85,638,592,  an 
increase  of  (12,337,564  over  the  amount  reported  for  the  preceding  year. 
The  total  resources  were  (101,532,899,  a  gain  of  (14,205,171  over  the 
amount  reported  on  January  1,  1898. 
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PEKSETL  rjJTTA. 

Under  tbe  eolcntel  torn  of  goretnui^Dt.  the  Province  exems^d  tlw 
fanctHMifl  of  a  hank,  ao  far  a«  to  iaoe  circulating  notes  and  to  uikkn 
loans  to  the  oommanlty.  Be^;inning  in  1723  bills  of  credit  wen  ksord 
and  made  a  legal  tender,  and  the  eommisaioDers  of  the  geuenl  loui 
flfflee,  cbazged  with  their  emiflrion,  were  required  to  kian  alaip  pn- 
portion  thereof  on  sufltcient  real  estate  security.  This  pnu-tlce  v»» 
oontinaed  by  later  acta  of  Assembly,  and  although  large  auiuuut*  "1 
these  bills  were  iasned  at  different  times  prior  to  the  Revolution,  xhtj 
seem  to  have  been  maintained  at  par,  thoagh  several  attempU  at  io- 
flation  were  only  prevented  by  the  negatives  of  the  Uoveruon  ol 
the  Province.  There  is  no  reason  for  believing  tliat  the  colonUI 
currency  would  have  Buffered  serious  depreciation  but  for  the  Revola- 
tionary  War. 

With  the  growth  of  commerce,  however,  the  need  for  a  bank  I*- 
came  evident^  and  an  attempt  was  made,  as  may  be  learnt  from  a 
speech  made  by  Robert  Morris,  in  the  Pennsylvania  Assembly  in  1786, 
to  found  such  an  institution.  He  stated  that  he  and  tlic  couiiuiireia) 
men  of  the  Pro^-ince  had  contemplated  the  foundatiou  uf  a  bank  prior 
to  the  war,  and  had  established  a  credit  in  Eiu-ope  for  that  porpois, 
from  the  execution  of  which  design  they  were  prevented  by  the  B«TO- 
Intion. 

Thb  First  Banks  Incorporated  by  thx  Statk. 

The  first  bank  to  be  chartered  by  the  Assembly  of  Pennsylraiils 
the  Bank  of  >'orth  America,  the  plan  for  which  was  devised  by  Roben 
Morris.  This  bank  was  originally  chartered  by  Congress.  DeoembrrSl, 
1781,  but  doubts  arising  as  to  the  authority  of  tlje  Continental  Congnw 
to  grant  a  bank  charter,  application  was  made  for  State  ine^irix^mtion. 
which  was  granted  by  the  act  of  April  1,  1782.  Active  hostility  to  tbe 
bank  soon  developed,  and  the  act  of  incorporation  was  repealed  Sep- 
tember 13,  1786.  The  bank  continued  operations  under  its  Fcdwal 
charter,  and  a  change  in  popular  sentiment  resulted  in  the  pnoonge  of 
a  new  act  of  State  incorpuration  on  Mnrcii  17,  1787.  Under  th«  pn- 
visions  of  this  act  it  wus  to  endure  for  fourteen  years,  with  m  cwpital 
stock  of  not  more  tliun  two  mUliun  dollars. 

As  originally  cliurtered  by  Congress  this  bank  was  to  have  a  eapital 
stock  of  one  hundred  shares,  of  the  par  value  of  ^00  each.  The  8t«t«« 
were  to  receive  its  detuan<l  notes  for  tAxeet  and  duties,  and  wvre  (v- 
quested  not  to  charter  any  other  bunk  during  the  pending  war.  Tb* 
bank  began  busine.s.<(  .January  7,  17H2.  on  which  day  Robert  Morris  paU 
into  its  coffers  iP200,00()  as  the  Hobscription  of  the  Unitt-d  State* 
stock,  Morris  afterwards  said  th«t,  up  to  t<epteiul»er.  ITbtt,  the 
subscriptions  to  the  bank  did  not  exceed  ^O.tKJO.  In  17M-£  the  Bank 
of  Nortii  America  earned  fourteen  per  cent.,  itaeapital  stock  havintr 
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bem  Inereased  by  $800,000  in  1784.  Its  Pennsylvania  charter  was  re- 
newed for  ten  yean  by  the  act  of  March  28,  1814  (Pamplilet  Laws,  p. 
880),  in  consideration  of  the  payment  to  the  State  of  1120,000,  and  its 
charter  was  again  extended  to  April  1,  1847,  by  act  of  March  21,  1825. 
This  instltnti(Hi  is  still  in  existence  as  a  National  bank,  bearing,  how- 
ever, its  ori^^nal  title  by  special  permission  of  Congress.  Its  present 
capital  is  91,000,000;  surplus,  (1,300,000.* 

The  Bank  of  Pennsylvania  was  incorporated  by  act  of  March  30, 
1793,  for  twenty  years.  This  bank  was  to  be  to  Pennsylvania  what  the 
Bank  of  the  United  States  was  to  the  nation.  The  State  subscribed  for 
one-third  of  the  stock,  and  branches  were  established  at  Harrisbuig, 
Reading,  Easton,  Lancaster  and  Pittsburg,  but  these  were  discontinued 
about  1810.  In  that  year  the  State  held  a  million  dollars  of  the  stock, 
and  in  1813,  and  for  many  years  thereafter,  a  million  and  a  half.  In 
1796  a  serious  de&lcation,  amounting  to  (110,000,  with  overdrafts  to 
the  amount  of  $100,000  more,  was  discovered  in  the  affairs  of  this  bank. 
This  institution  was  rechartered  for  twenty  years,  from  March  4,  1813, 
by  the  act  of  February  14,  1810.  By  the  act  of  March  20,  1810  (P.  L., 
p.  187)  it  was  provided  that  whenever  the  money  in  the  State  treasury 
should  exceed  $30,000,  the  Governor  was  directed  to  invest  the  surplus 
in  subscriptions  to  the  stock  of  the  Bank  of  Pennsylvania,  provided 
that  no  Investment  be  made  at  any  one  time  for  less  than  the  sum  of 
five  thousand  dollars.  This  bank  failed  and  went  into  bankruptcy  in 
1857,  its  stock  being  at  tliat  time  largely  held  by  charitable  associations, 
trustees,  guardians,  etc. 

The  Philadelphia  Bank  was  chartered  by  the  act  of  March  5,  1804, 
its  capital  stock  not  to  exceed  two  million  dollars,  and  its  charter  ex- 
tended to  May,  1839,  by  the  act  of  March  28,  1823. 

The  Farmers  and  Mechanics'  Bank,  of  Philadelphia,  was  chartered 
by  the  act  of  March  16,  1809,  its  capital  stock  not  to  exceed  $1,250,000. 
It  is  still  in  existence  and  has  been  the  financial  agent  of  the  State  for 
many  years. 

The  act  of  March  28,  1808  (P.  L.,  p.  185)  provided  that  the  mem- 
bers of  all  banking  associations,  incorporated  or  unincorporated,  within 
the  Commonwealth  should  be  individually  liable  for  all  the  debts  of 
their  respective  associations,  but  this  provision  was  repealed  by  Section 
6  of  the  act  of  March  20,  1810  (P.  L.,  p.  179).  Banking  companies  in- 
corporated under  the  laws  of  other  States  were  forbidden  to  do  busi- 
ness in  Pennsylvania  by  the  said  act  of  1808,  and  a  supplement  of  1810 
to  said  act  totally  forbade  any  unincorporated  banking  association  from 
receiving  deposits,  discounting  notes  or  issuing  notes  for  circulation. 
This  inhibition  was  suspended  by  the  act  of  March  21,  1814,  but  was 
revived,  so  far  as  the  issuing  of  notes  was  concerned,  by  the  act  of  March 
22,  1817.     The  entire  act  of  1810  revived  at  the  expiration  of  the  pro- 

*  A  more  extended  history  of  the  Bank  of  North  America  will  be  found  elsewhere 
In  this  work. 
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visionM  of  the  act  of  1814  in  1825,  bat  it  was  finally  repealed  bf  Uie  act 
of  April  3,  1841  (P.  L.,  p.  143;. 

Tlie  banks  above  named ''onstituted  the  principal  incorporated  bankf 
in  i'cnnNylvania  up  to  the  dat«  of  the  possat^  of  the  act  of  Harsb  21, 
1K14.  In  1813,  and  for  many  years  sabeeqnent  thereto,  the  Sul*  beM 
dliivrcN  of  stock  in  domostio  bank«i  as  foUowe  :  Bank  of  PennsylvtmU. 
fl,S(M),(X)<);  Philadelphia  Bank,  $523,.3O0;  Fanners  and  Mechanics'.  9»,- 
400;  total,  #2,108,700. 

On  tlieso  Bliares  tlie  State  received  ^800,404  in  dividends  for  i\» 
Bmuil  yiMir  1813,  const itxitiuf^  about  two-fifths  of  the  entire  reveooesot 
the  Common  wealtli.  On  the  sale  of  the  State's  bank  stock  in  iMA 
the  (tamo  was  found  to  have  paid  an  average  of  nearly  six  per  eenttuu 
per  annum  from  1821  to  1843,  and  much  more  at  an  earlier  dote. 

Before  discussing  the  act  of  March  21, 1814,  and  the  marked  cliAnge* 
In  tlie  systpni  of  State  banking  which  it  inaugurated,  it  may  be  w*U 
to  KlHnc<>  briefly  at  the  llnancial  condition  of  the  State  and  iu  pecplt^ 
nt  ftlwiut  that  date,  Governor  Snyder,  in  hi4  mesaa^  of  Decembw 
lU,  1813,  said  : 

"  Our  irNMurj'  1»  mow  full  than  on  any  former  period,  and  the  rwwipu  of  1*^ 
jrtar  ifmator  than  ttioso  of  any  former  year ;  In  the  treasary  rvmalns  *  •  *  'i" 
4liMatpMdod  ImliUHi'  of  more  ihan  |H46,000." 

Dftupite  the  war  then  in  progress  the  general  tlnauctal  conditioo 
Mmua  to  liHvo  t>een  good.  The  banks  of  Pennsylvania  were  few  ill 
nitmlM<r  luid  apparently  in  a  satisfactory  condition.  A  comuiittM  of 
the  Iij'gl.sliitiiro  api>ointed  to  examine  the  banks  in  which  the  SUl' 
waH  a  pttH'kholder  reported  as  follows,  in  1812  : 


Umttt. 

awliMiiv 

Cash. 

DfttUt. 

•Ok 
ttmxmut 

aMik«irMaMr>vaBU 

nill»ilKl|ilili«  lUnk 

F«iuiu(*<%  M(H>hanlM'  Dank 

«1.4S».903 

Tta,soe 

811,730 

•606,986 
S31,IU6 
887.782 

•]  .071.186 
305.861 
S4a.69S 

•1.687.666 
734.671 
937.611 

•6,(MI« 

ToUl  

M.tMa.M3 

•1.075.963 

»t  783.688 

«2.399.»4» 

•lOldlUTJl 

•  IMarlilit  llM  BotM  mnliwttjr  bcUl  from  tbe  p«p«r  iMncd.  tbere  ramaln*  |tjMT,>^ 
III*  ■('•iikl  •niuiinl  lit  rlniiUlUiu. 

It  in  tni«— to  anticipate  a  little — that  the  Presidents  of  tlie  fono«i<tf 
bankn,  vU.,  the  Bank  of  Peuusylrania,  the  Bank  of  Korth  Aflifii'*' 
tlM  PhUAdc4plila  Bank,  the  Fanuers  and  HeoluuuCM'  Bonk,  the  Com 
mvraial  Bank  of  PMUwylvania  and  the  MeehaniM'  Bank  unHioL  <^ 
Aaffust  31.  IHU.  in  a  card  to  the  public,  explaining  that  ''" 

(JM<tthnt  f«>r«'l|cn  balunee*  ixiulil  not  Ik*  {>aid  iti  our  own  pr.  ■''* 

tlir  |Mindliig  war,  but  mu9t  be  [uud  in  Hpeoie.  then*  iuui.  fur  a  l^nw  0*"''' 

(I  a  liMtvv  drain  nu  (he  lnuikj*.  which  had  been  iucreoited  l>y  a  "ti*'*' 
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Mtuh  Government  bills  of  exchange,"  and  hence,  to  prevent  the 
her  exportation  of  gold,  they  prefenvd  to  volantarily  suspend  specie 
Bent  then,  rather  than  be  compelled  to  do  so  when  the  country  was 
bed  of  all  coin.  They  promised  to  resume  as  soon  as  possible. 
)o»pite  this  sui^pension.  the  credit  of  the  banlss  does  not  appear  to 
been  greatly  impaired,  and  tlie  general  outloolt  seemed  much 
T  than  might  have  been  expected,  considering  the  war  and  its 
Iting  evils. 

Provisios  for  thk  Incorporation  of  Existing  Banks. 

tich  being  the  then  existent  conditions,  it  is  hard  to  account  for  the 
And  that  led  to  the  passage  of  the  Act  of  March  21,  1814,  providing 
Bie  incorporation  of  forty-one  banks  with  an  aggregate  capitaliza- 
of  some  seventeen  million  dollars.  Nothing  appears  to  show  that 
was  any  lack  of  banking  facilities,  and  it'i.s  to  be  assumed  that 
istmg  banks  issued  sxifflcient  notes  for  purpo.»<es  of  circulation.  It 
rfore  seems  probable  that  the  opponents  uf  this  measure  were  in 
right  when  tliey  claimed  that  tliere  was  no  popular  deuiand  for  its 
Ige,  and  that  it  was  a  piece  of  jobbery,  engineered  by  speculators. 
similar  bill  had  been  passed  by  both  Houses  in  1813,  but  it  had 
I  vetoed  and  defeated  by  fiovemor  Snyder.  He  also  vetoed  the  act 
Bl4,  but  it  was  paiised  over  his  negative.  Before  citing  the  act  the 
twing  is  qaoted  from  his  veto  message : 

tl  Is  a  fact  well  ascertaioed  that  Immense  soms  uf  specie  have  been  dra^ii  from 
inks  in  Pennsylvania  and  certain  other  Stattis  to  pay  balances  for  Britiab  gooda 
h  eastern  mercantile  cupidity  has  smugglod  into  the  United  Slates.  The  demand 
povie  boa.  In  conflt-quunce,  bt^n  and  still  la  so  great  that  bankd  in  Philadelphia 
In  Kinie  other  partji  have  stopped  discounting;  any  tiew  paper.  I  ask  a  patriotic 
llaturc,  1h  this  un  uo.'splL'lous  era  to  trj'  ik>  vast  an  experiment  *  Shall  we  incrt9u<e 
^rwBureT  Shall  we  indirectly  aid  our  external  and  Internal  enemies  to  de.slroy 
hiHih)  uid  cmbarrafw  the  Oovcniment  by  the  i;reatini{  of  forty-one  new  banks, 
k  mnat  huvu  recourse  for  specie  to  that  much-exhausted  source  1  Is  there,  at 
time,  an  Intelligent  man  In  Pennsylvania  who  believes  that  a  bank  note  of  any 
rtiilioti  in  lliii  rci)resentative  of  specie  ?  Is  there  no  just  ground  for  fear  thai  the 
llwlgelbat  forty-one  new  banks,  having  a  nominal  cajiital  of  more  than  wven- 
oillion  dollars,  upon  the  bare  payment  of  one-llfth  part  shall  have  the  right 
Ination  to  do  90  cannot  be  doubted  ander  the  predominant  spirit  of  lipecuUttion ) 
(ow  Into  circulation  an  overwhelming  fltxxl  of  paper,  will  totally  detitroy  the  re- 
infldence  in  that  medium,  and  will  not  the  hoarding  of  specie  and  a  ruin- 
,tion  of  bank  notes  be  the  natural  consequence  of  sach  a  state  of  things  t " 

Gbnrrai.  Provisions  of  thk  Act  of  1814. 

"act  of  March  21,  1814  (P.  L.,  p.  154),  above  referred  to,  entitled 

Act  Regulating  Banks,"  provided  that  Pemisylvania  should  be 

isd  into  twenty-seven  banking  districts.     The  city  of  Philadelphia 

titnted  one  district,  to  be  entitled  to  three  banks;  the  remainder  of. 

ielpbia  trounty  formed  another  district  with  two  banks;  Lancas- 

Icoimty  another  with  Ave  banks,  and  soon;  the  twenty-seven  dis- 
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trictfl  to  have  fortj-one  banlLB.  The  Dames  of  the  diSncnt  banks  tnd 
the  aniountA  of  tbeir  capital  stocks,  respectively,  were  giTeo  in  tbe  Ml 
and  comtiiitttuonera  were  named  for  eacfa  bank,  to  receive  sabecHptiou 
to  the  stock. 

Thu  act  provided  that  ' '  the  present  stockholders  in  the  Meebaiua' 
Baxik,  of  the  city  and  county  of  Philadelphia,  the  Commercial  Bauk, 
of  Pennsylvania,  the  Bank  of  Northern  Liberties,  the  Funoen  Baiik. 
of  I^ancaster,  and  the  Chambereburg  Bank  shall,  by  the  eommiadODen 
nnioed  for  said  banks,  be  taken  and  considered  as  sobaoribers  thereto 
NCI  fur  an  the  amoautof  stock  respectively  and  bonaflde  beld  by  tbem." 

When  half  the  maximum  number  of  shares  was  sabecribed  for,  and 
twenty  per  cent,  of  the  par  value  thereof  was  paid  In,  the  banks  w«rr 
to  receive  letters  patent. 

Under  the  proviiuons  of  this  act  the  bank«  might  not  owe  more  thto 
double  the  amount  of  their  paid-in  capital  stock.  The  rate  of  diaeomrt 
witH  not  to  exceed  one-half  of  one  per  cent,  for  thirty  dajrs.  Divideod* 
were  to  be  declared  at  least  twice  a  year,  In  November  and  May.  bot 
the  atitoniit  thereof  was  not  to  exceed  the  net  profits  uf  each  hank. 
Ttio  buTik.4  could  hold  real  estate  neoesaary  for  the  convenient  txaunc* 
tiun  of  their  hairiness,  and  such  as  might  have  been  bona  fide  mort^pfigod 
or  (Mmveyed  to  them  in  satisfaction  of  debts  previously  contracted,  bat 
iMtikH  outside  of  Philadelphia  were  not  to  pay  more  than  (30,000  fur 
Mu'lr  Imnking  houses,  and  bonks  in  Philadelphia  were  not  to  pay  mocv 
tliiiM  950,000  therefor.  Iso  bank  was  to  deal  or  trade  in  any  nianiwf 
in  any  iiierchundise,  nor  might  any  bank  purchase  any  stock  whatso- 
ever, except  its  own  stock,  or  the  stock  of  other  incorporated  baiilu  in 
Pi^nnsylvania,  Treasury  notes  or  public  stock  of  the  United  Statef  ut 
any  loan  prop<^>8ed  by  the  Government  of  the  United  States,  or  stock 
in  any  of  the  incorporated  companies  of  Pennsylvania  for  the  improw- 
riient  of  roiirls  and  inland  navigation;  provided,  the  stock  and  TiTi*- 
ury  notes  so  pnroliased  and  loans  so  made  to  the  Oovemment  of  tli« 
United  8tiit«H  shall  at  no  time  exceed  one-fifth  of  the  stock  of  the  bank; 
"and  the  MUd  several  corporations  shall  not  deal  or  trade  in  any  thiu^ 
but  bills  of  rxchiiuge,  gold  or  silver  bullion  and  in  the  stock  and  Treo^ 
ury  notes  aforesaid."  The  bunks  were  not  to  issae  notes  of  a  nualler 
ilennininiilitiii  than  live  dollars.  The  issue  of  notes  in  the  nati 
bank  notes  by  iudividualH  or  corporations  not  formed  for  baoking 
forbidden. 

A  tax  of  six  per  cent,  on  the  whole  amount  of  dividends  dec! 
tb«>  banks  during  the  year  was  imposed  for  State  purposes,  to  br  IH' 
oreasod  to  eight  jier  uent.  should  said  Imnks  at  any  time  be  reiiirvr' 
from  the  tiix  on  bank  circulation  iuipoMHl  by  the  United  States  In  171? 

By  Section  15  of  the  act  the  ulllcers  of  each  bank  were  reqairvd  ^'^ 
tnuiHUilt  to  the  Auditor<^leiit'ral.  annually  in  the  mouth  of  Ueopml*"' 
A  Htiitoment  of  the  asKets  and  liabilities  of  their  bank,  the  amount  mihI 
rate  of  dividends,  etc.,  stdd  reports  to  be  submitted  to  the  Ij«^li 
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.  1>7  the  Auditor-Oeneral.  In  1816  thirty-five  banks  were  hi  existence, 
:fonned  under  the  provisions  of  tliis  act,  and  the  following  statistics 
liiereof  are  given  for  said  year : 

Oapttal  atook  of  thlrty-flve  bonks,  formed  under  act  of  1814. $3,068,868 

OKpttalBtookof  Bankof  PemiarlTaiUa 8,800,000 

Cairfta]  stock  of  Bank  of  Philadelphia 1,800,000 

Capital  Btook  of  Farmers  and  Mechanics' Bank SSO.OOO 

Capital  stock  of  thlrty-eiffht  banks $7,612,868 

Deposits $7,473,888 

Due  from  other  bonks. 8.648.1S0 

Kotes  in  oiioulatlon 8,151,677 

IxMDS  and  discounts, 28,404,804 

Specie.. 1,938,881 

United  States  and  Other  stocks 8,376,798 

Beal  property 708,868 

Notes  of  other  bonks 2A75,637 

Due  other  bonks 2,677,646 

Total 183467,159 

FiNANCCAL    DiSTBKSS,   1816-1820. 

There  was  great  financial  distress  in  the  years  1816  to  1820.  At  this 
distance  of  time  the  numeroos  causes  therefor  seem  plain,  but  the  main 
Uame  was  then  placed  on  the  banks  of  the  country.  A  Connecticut 
paper  of  the  period  pithily  stated  the  causes  for  the  distresses  of  the 
time  as  follows: 

"Why  is  the  commonity  so  mnch  embarrassed  ? 

Because  banks  lend  money  that  they  have  not  got  to  lend, 
And  because  people  spend  money  they  have  not  got  to  spend. 

Remedy: 


Own  the  money  before  you  lend  It ' 
Earn  the  money  before  you  spend  it  I " 


Doubtless  the  troubles  of  the  time  were  greatly  exaggerated  by  reck- 
less banking,  over-issue  of  bank  notes,  etc.,  but  we  find  the  bankers  of 
the  country  assembling  in  convention  at  Philadelphia  on  August  6, 
1816,  and  agreeing  to  resume  specie  payments  in  July,  1817,  and  the 
representatives  of  twenty-three  Pennsylvania  banks,  meeting  at  Harris- 
burg  on  September  12,  resolved  to  abide  by  the  action  of  the  PhOadel- 
phia  convention.  Accordingly  specie  payments  were  resumed  in  1817, 
but  in  1820  the  Secretary  of  the  Treasury  said  that  the  convertibility 
of  bank  notes  with  specie,  since  resumption,  had  been  more  nominal 
than  real. 

On  March  22,  1817,  an  act  was  passed  prohibiting  the  issue  of  notes 
in  the  nature  of  bank  notes  by  others  than  corporations  formed  for 
banking.  This  was  an  amplification,  as  to  the  issue  of  notes  for  circu- 
lation, of  the  earlier  act  of  1810. 

The  clamor  against  banks  not  yet  abating,  the  act  of  March  29, 1819, 
provided  that  any  bank  incorporated  under  the  provisions  of  the  tuH;  of 
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1814  which  should  refase  to  pay  its  notes,  on  demand,  in  epede,  should 
forfeit  its  charter,  bat  still  be  liable,  in  its  corporate  eapadty,  for  its 
debts.  The  fact  of  the  refusal  of  the  bank  to  so  pay  its  notes  was  to  be 
proven  before  a  Judge  of  the  court  of  common  pleas  who  was  to  certify 
the  same  to  the  Governor,  who  was  then  to  issue  his  proclamatitm  dis- 
solving the  bank.  Section  6  provided  that  the  President  or  Cashier  of 
any  such  bank  should,  under  a  penalty  of  $25,  whenever  specie  payment 
was  refused  of  a  note  of  the  bank,  endorse  on  the  note  the  di^e  wboi 
presented,  and  the  note  was  then  to  bear  interest  at  six  per  centum  per 
annum  until  paid.  These  provisions  were  amplified  in  the  subsequent 
act  of  March  26,  1824. 

In  his  message  of  December  10,  1819,  the  Qovemor  refers  to  this  act, 
stating  that  while  no  banks  have  been  dissolved  under  its  provisions, 
"it  is  probable  that  their  operations  may  have  been  in  some  degree 
influenced  by  it.  It  is  understood  that  several  of  them  have  not  been 
able  to  maintain  their  issues  of  paper  upon  a  specie  basis,  and  the 
stockholders  have  determined  to  wind  up  and  dissolve  th^  instito- 
tions." 

"The  Democratic  Press,"  of  Philadelphia,  of  the  September  pre- 
ceding, reports  the  suspension  of  eleven  banks,  six  of  which  were  is 
process  uf  dissolution,  with  a  probability  that  the  others  would  also  dis- 
solve, and  in  February,  1820,  the  State  Treasurer  reported  that  the 
charters  of  five  specified  banks  had  been  declared  forfeited. 

The  hard  times  of  the  preceding  years  having  in  a  measure  passed 
away,  in  December,  1821,  the  notes  of  all  the  Philadelphia  banks  were 
quoted  at  par,  while  those  of  the  majority  of  the  country  banks  were 
quoted  at  discounts  varying  from  one-half  to  one  and  a-half  per  cent, 
only. 

The  charters  granted  under  the  provisions  of  the  act  of  1814  were 
to  endure  for  ten  years.  In  1823  a  bill  to  rechartor  such  of  the  banks 
of  1814  as  were  then  in  existence  was  defeated,  but  a  similar  measure 
became  a  law  on  March  25,  1824.  This  act  substantially  re-enacted  the 
main  features  of  the  act  of  1814  and  those  of  the  acts  of  1817  and  1819, 
with  some  changes.  The  tax  on  bank  dividends  was  raised  from  six 
to  eight  per  cent.  The  charters  of  twenty-two  banks,  all  that  survived 
of  those  formed  under  the  act  of  1814  (except  one  bank  the  charter  of 
which  had  been  extended  by  special  act  in  1823),  were  renewed  by  this 
act  of  1824. 

In  1825  the  reports  of  twenty-five  banks  were  transmitted  to  the 
Legislature,  showing  the  foUovring  aggregates  :  Capital  stock,  98,254,- 
611  ;  notes  in  circulation,  $3,222,376  ;  specie,  §1,470,613. 

The  amount  of  circulating  medium  in  1826,  as  reported  by  a  com- 
luittee  of  the  Legislature,  was  as  follows  :  Philadelphia  bank  notes, 
$2,054,368  ;  other  banks,  $1,420,519.  These  amounts,  with  an  esti- 
mate of  the  specie  of  all  the  banks,  were  estimated  to  aggregate  four 
millions. 
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The  State  of  PennsylTaaia  was  bj  this  time  fully  committed  to  its 
great  plan  for  intemid  improvements,  which  promised  so  well,  btit 
which  ultimately  brought  the  Coimnonwealth  to  the  brink  of  rain. 
From  1825  to  1863  the  State  expended  some  ninety  millions  of  dollars 
in  the  constraotion  of  intemalimprovements,  receiving  during  the  same 
period  about  twenty-five  millions  from  tolls,  etc.,  leaving  it  with  an  in- 
debtedness in  1844  of  some  forty  millions ;  and  these  works,  built  at  such 
an  immense  cost,  were  afterwards  sold  for  eleven  millions  on  the  longest 
time  and  easiest  terms  imaginable.  While  the  railroads  and  canals 
were  being  built,  however,  and  the  State  was  merrily  borrowing  on 
every  hand,  times  were  almost  necessarily  good. 

The  report  of  the  Auditor-General  to  the  Legislature  for  1833  showed 
a  total  banking  capital  of  f  17, 061,944;  notes  hi  circulation  $10,336,261; 
deposits,  17,708,764;  specie  on  hand,  $2,898,145;  discounts,  $29,968,408, 
real  estate,  $1,216,212.  In  1834  bank  capital  in  Philadelphia,  exclusive 
of  that  of  the  United  States  Bank,  was  $12, 812, 875 ;  country  bank  capital, 
$4,966,689. 

The  act  of  April  1,  1836  (P.  L.,  p.  99)  increased  the  tax  on  bank 
dividends  according  to  a  sliding  scale,  beginning  with  a  tax  of  eight 
per  cent,  on  all  dividends  not  exceeding  six  per  cent.,  and  concluding* 
with  a  tax  of  eleven  per  cent,  on  all  dividends  in  excess  of  eight  per 
cent.  * 

Although  the  revenues  of  the  State  aside  from  loans  were  barely 
8n£Bcient  to  meet  the  interest  charge  of  the  Commonwealth's  loans,  the 
credit  of  Pennsylvania  was  at  its  best  in  1836.  Pennsylvania  five  per 
cent,  bonds  sold  for  105,  while  stock  of  the  Bank  of  North  America 
was  selling  for  $450. 75,  and  stock  of  the  Bank  of  Pennsylvania  at  $518. 76. 

There  were  in  1836  seventeen  banks  in  Philadelphia,  and  thirty-two 
elsewhere  in  the  State.  The  following  figures  are  taken  from  the  report 
to  the  Legislature  for  1836  :  Capital  stock,  city  banks,  $51,180,205; 
country  banks,  $7,046,630;  total,  $58,226,835  (this  vast  increase  in  bank 
capital  over  the  amount  reported  for  1833  is  to  be  accounted  for  by  the 
incorporation  of  the  Bank  of  the  United  States  as  a  State  bank  with  a 
capital  of  $35,000,000,  to  be  referred  to  later  on) ;  notes  in  circulation, 
$47,148,630;  deposits,  $14,188,753;  specie,  $6,565,869;  discounts,  $96,- 
631,150;  real  estate,  $1,195,327. 

Bask  of  thb  Uhitbd  States  Bbcohes  a  State  Bank. 

The  flush  times  of  1836  may  be  partially  accounted  for  by  the  grant- 
ing of  a  State  charter  to  the  Bank  of  the  United  States — the  national 

*  From  this  point  forward  legislation  Involving  bank  taxation  was  so  frequent 
and  of  Bucb  a  complicated  character  that  the  limits  of  this  article  will  not  permit  of  a 
diaouaslon  thereof.  For  a  full  account  of  bank  taxation  in  Pennsylvania  the  reader 
Is  referred  to  the  writer's  "Taxation  for  State  Purposes  in  Pennsylvania,"  Kay  & 
Bro.,  Phila„  or  to  an  address  upon  bank  taxation  in  that  State,  also  by  the  writer 
hereof,  read  before  the  annual  convention  of  the  New  York  State  Bankers'  Associa- 
tion, in  July,  18W,  and  published  in  the  Bankers'  Maoazihe  for  August,  1890. 
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charter  of  which  was  about  to  expbre — hj  the  act  of  Febmary  18, 1836. 
Section  6  of  that  act  provided  that,  in  consideration  of  ttie  pzivilegeB 
granted  by  the  act  and  in  lien  of  all  taxes  on  dividends,  the  bank 
should  pay  the  State  two  million  dollars  at  ttiirty  days'  notice.    It  was 
also  to  advance  on  a  permanent  loan,  at  four  or  &ve  per  cent.,  the  sum 
of  96,000,000,  reimbursable  in  1868.     If  the  interest  should  be  fixed  at 
five  per  cent,  the  bank  was  to  pay  a  premium  of  ten  per  cent. ;  if  four 
per  cent.,  then  no  premium  was  to  be  exacted.    This  was  not  alL 
Whenever  required  by  law,  the  bank  was  to  make  the  State  a  tempo- 
rary loan  of  a  million  at  four  per  cent,  for  not  more  than  a  year,  it  was 
to  make  specified  subscriptions  to  the  stock  of  certain  oorpcoations,  and, 
finally,  it  was  to  pay  $600,000  for  school  purposes  on  June  16, 18S6,  and 
$100,000  annually  thereafter  for  the  same  purpose.    From  1836  to  1840 
the  bank  paid  the  State  ttiree  million  dollars  in  five  installments. 

Hard  as  these  terms  were,  the  act  of  1836  did  not  pass  without 
strong  opposition,  and  it  left  an  aftermath  of  charges  of  ooimptJaD, 
counter  charges,  investigations,  etc.  However,  the  bank's  money  was 
very  acceptable  to  the  State,  as  was  also  the  sum  of  $2,867,614  received 
from  the  United  States  on  the  division  of  the  surplus  in  the  Natioial 
Treasury,  among  the  States,  under  the  provisions  of  the  act  of  Congrees 
of  June  28,  1836.  It  was  an  apparently  prosperous  year,  therefore, 
that  expired  on  December  31,  1836,  but  evil  days  were  at  hand. 

The  Pastic  ok  1837— AorrATioBr  Agadtst  Bastks. 

There  was  great  stringency  in  the  money  market  early  in  Mardi, 
1837.  Tilings  went  from  bad  to  worse.  One  hundred  and  sixty-ei^t 
firms  failed  in  New  York  city  from  March  1  to  April  18.  Finally,  oo 
May  10,  1837,  the  New  York  banks  suspended  specie  payments,  and 
their  example  was  promptly  followed  by  the  other  banks  of  the  country. 
Then,  as  in  1816-17,  the  blame  for  all  the  distresses  of  the  country  vat 
laid  upon  the  banks.  A  town  meeting  was  held  in  Philadelphia  oo 
May  22,  1837,  at  which  resolutions  condemnatory  of  the  banks  woe 
passed,  and  the  delegates  to  the  State  Constitutional  Convention  then 
in  session  at  Harrisburg  were  adjured  "  to  introduce  into  our  new  con- 
stitution the  most  positive  and  peremptory  provisions  against  the  mad 
spirit  of  creating  banks,  corporations  and  monopolies,  which  has  here- 
tofore existed  in  this  State."  To  anticipate  a  little,  it  may  be  here 
stated  that  this  prayer  was  granted,  and  the  amendments  to  the  State 
constitution,  promulgated  February  22,  1838,  included  the  following: 

Art.  1,  Sec.  25.  "  No  corporate  body  shall  bo  hereafter  created,  renewed  or  ex- 
tended with  banking  or  discounting  privileges  without  six  months'  previonB  notice 
of  the  application  for  the  same,  in  such  manner  as  shall  be  prescribed  by  law,  nor 
shall  any  charter  for  the  purpose  aforesaid  be  granted  for  a  longer  period  than  twenty 
years,  and  every  such  charter  shall  contain  a  clause  reserving  to  the  Legislature  the 
power  to  alter,  revoke  or  annul  the  same  whenever  in  their  opinion  It  may  be  Injxui- 
ous  to  the  citizens  of  the  Commonwealth,  in  such  manner,  however,  that  no  Injustice 
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in*  the  oorporatoifl.    No  law  hernafter  enacted  bIiaU  create,  reneir  or  «t- 

Uie  charter  of  more  than  one  corporation." 

Pbe  provisions  contained  in  this  Bection  now  form  parts  of  Sections 

id  11,  of  Article  16,  of  the  present  constitation. 
Po  retarn  to  the  subject  of  the  suspension  of  specie  payment  in 
An  anti-bank  convention  was  held  at  Harrisburg  on  July  4, 
',  wliich  issued  an  address  to  the  people  of  the  State,  in  wiiich  all 
troubles  of  the  time  were  attributed  to  "an  unchecked  andnncon- 
ed  bauiung  system."    The  distresses  of  the  day  are  set  forth  as 

m : 

U  we  turn  to  tlie  streets  of  our  cities  It  [the  financial  distrees]  la  proclaimed  in 
Vfi  not  to  Ih:  mistalcun.  If  wv  travoriie  our  canals  and  rallrtmds  we  Bnd  the 
B '  prophecy  fnlfllied ;  they  are  indeed  a  ttarren  waste  and  bear  the  indelitrfe 
I  of  prrm&ture  desertion  and  decay." 

%e  banks  seem  to  have  recovered  rapidly  from  the  effects  of  the 
of  1837,  if  the  "Philadelphia  Herald"  of  January,  1838  be  right 
contention,  which  it  supported  by  elaborate  statistics,  that  on 
unber  30,  1837,  the  bankft  of  Pennsylvania  had  "  one  dollar  of  im- 

resonroes  for  every  dollar  of  immediate  liabilities. " 
fe  December  2,  1837,  seventy-eight  btmks  had  been  cliartered  by 
lylvaoia  since  its  organization  as  a  State. 

Compulsory  Resumption  of  Spkcib  Payments. 

In  July  10,  1838,  Governor  Ritner  undertook  to  compel  the  banks 
same  specie  payment  by  means  of  a  proclamation  issued  on  that 
orderintf  resumption  on  August  13,  1838.  By  a  general  agreement 
tills  throughout  the  country  specie  payments  were  resumed  on  that 
without  any  excitement  ajid  with  no  runs  on  the  banks,  but  this 
1  was  premattu^,  and  in  October,  1839,  the  Pennsylvania  banks 

ended  payments  again.     On  October  23,  1839,  the  Philadelphia 
tmlted  in  an  address  to  the  people  explaining  why  they  liad  sus- 

M,  stating  that  the  original  suspension  in  1837  was  caused  by  the 

bercial  relations  between  the  United  States  and  Europe,  and  that 
sumption  of  August,  1838,  was  premature. 
le  New  York  banks  did  not  follow  the  example  of  the  Piitladel- 

b&nks  in  suspending,  but  tho.se  of  the  South  and  West  generally 
There  was  much  recrimination  pa.ssed  between  the  New  York 
ennsylvania  banks  over  the  suspension  of  the  latter.     The  "  Na- 
<fatette"  of  November  7,  1839,  not  only  justifies  the  Pennsylva- 
inks  in  their  action,  but  adds : 

aoot  but  vii'w  the  pertinacity  with  whlcli  the  New  Yorti  bauks  adhere  to 
Jon  to  continue  specie  payment  sa  ii  Icind  of  (anatlcitun,  or,  to  say  the 
which  oppuitee  Itself  both  to  reason  uud  experience." 

be  clamor  against  the  banks  was  resumed,  and  Qovemor  Porter 
iportuued  on  every  hand  to  compel   the  banks  to  resome,  by 
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proclamation,  as  Governor  Ritner  had  done,  bnt  he  declined,  and  gan 
his  reasons  for  so  doing  in  a  message  of  February  1,  1840.  The  Lep»- 
latnre,  however,  paesed,  and  Governor  Porter  signed,  the  act  of  April 
3,  1840,  requiring  the  banlss  to  resuue  on  or  before  January  13, 1^, 
providing  for  the  forfeiture  of  their  charters  if  they  did  not,  iind  lery- 
ing  a  tribute  of  ^,000,000  on  the  banks,  in  the  shape  of  a  loan  to  tbe 
State,  in  consideration  of  the  State  not  forfeiting  their  charter»,  nndw 
the  provisions  of  the  act  of  1824,  for  having  suspended  specie  pay mrnt*. 

A  special  report  to  the  Legislature  made  by  the  Anditor-Geneml  lu 
compliance  with  a  resolution  specifically  requiring  this  precise  infarur 
tioa,  showed  that  two  marquises,  eight  counts  and  niniiitriurr,  (wo 
earls,  two  lords  and  twenty-eight  knights,  baronis  and  baxonets  wm 
stockholders  in  the  United  States  Bank  of  Pennsylvania, 

In  May,  1840,  United  States  Bank  of  Pennsylvania  stock  sold  for 
72i  in  New  York  and  at  78  in  Pliiladelphia, 

The  State  was  now  practically  at  the  end  of  its  resoaroes.  It  wMst 
last  apparent  that  the  hic^me  from  the  State  works  would  never  PJpiy 
the  money  expended  on  them,  and  that,  if  the  3tat«  debt  was  to  bepiid, 
the  people  of  the  Commonwealth  must  tax  themselves  to  pay  it.  A^ 
oordhigly,  the  act  of  June  11,  1840  (P.  L.,  p.  612)  was  passed,  rtrj  \sair 
equate  in  its  provisions,  but  yet  a  step  in  the  right  direction. 

Failc&b  of  the  Uhttkd  Statks  Baxs. 

Specie  payments  were  resumed  in  accordance  with  the  proviaicot  d 
the  act  of  April  3,  1840,  on  January  15,  1841,  but  only  for  tventy  dsjni 
for  on  February  4,  1841,  the  United  States  Bank  of  Pennsylvania  eltmA 
its  doors  after  having  paid  out  in  the  redemption  of  its  notes  moivtii*!) 
six  million  dollars  in  specie  in  the  said  twenty  days.  The  other  PkO*- 
delphia  banks  followed  its  example,  as  did  other  Pennsylvania,  ibf 
Delaware  and  some  other  banks;.  The  directors  of  the  Caited  Slait* 
Bank  of  Pennsylvania  adopted  the  following  retolotioiu: 

^Whmmi,  The  Bank  of  the  United  States,  la  conpUaoM  wUh  ttapMg*  to  A* 
public,  hM  made  a  fair  and  botmiUt  effort  to  reBonie  and  tnalnuta  apacte  mM<» 
eror  since  JiMiuary  IS  last,  having  paid  out  aa  amount  litUe,  U  at  aO,  iteftal  0 
mllUon  doUan  in  coin  or  apccie  (unds ;  and 

WAentM,  The  elfons  to  maintain  speeie  payment  \tf  thla  bank  have  taa  !•- 
dn«d  abortlre  by  tbc  iiitentional  occunmiatloa  aad  <mfnwiuuiimt  of  Ba  IwlMa  Mft- 
itic« :  therefore, 

BmAtO,  That  this  bank  is  nnder  the  twceHitr  (br  Mat  ptcaent  of  Ms^indiae  «<- 
de  payaMDta,"  etc 

Two  weeks  afterwards  the  stock  of  the  fasnk  «ol-l  f<>r  '2:>\  to  I 
liew  York.     It  was  stateil  iliai  eleven  milliaos  in  easli  and  >prrii>  J 
vera  paid  out  during  this  futile  attempt  to  reaome  ipeei*  pajmcnti. 

The  banks  of  Pennsylvania  were  now  in  a  v»r^  — ;^..,  parftiM«J 
floee.  under  the  terms  of  the  stringent  act  of  1840  i '  -tist*  *« 

Vaiiott*  memoriala  for  relief  weiepTeeeatea  L<t  um 
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liQgialatnre,  and  among  these  was  that  of  the  United  States  Bank  of 
Ptoniuyh'ania.  Froiu  this  document  it  is  learned  that  that  inHtitution 
bad,  in  the  brief  term  of  its  existence  as  a  State  bank,  paid  to  or  for 
the  Cumoion wealth  as  follows: 

Bonu>  to  the  State,  inoludins  Ave  annual  pajrtnenta  of  (100.000  to 

■cboolfaod $3.QBI,MI 

SiitiMrtptton  totberuJIroftd,  narlgHtion  and  turnpike  com pnalcs, 

TOqulr«dbycbart«r 4Ii!i,(IOO 

Lent  to  the  Btat«  at  different  tiiuM  since  November.  1838 8,680,000 

Voluntary  subBcrlptions  for  promoting  tbe  pubUu  works tT8,7li0 


Total.. SU,(M,«n 

At  the  time  tbe  bank  finally  suspended  payment  it  was  said  to  have 
had  notes  outstanding  to  the  amount  of  $2,800,000,  and  deposits,  at 
all  pointa,  of  $1,100,000.  To  dispose  finally  of  the  subject  of  the  United 
States  Bank  of  Pennsylvania  it  way  be  here  stated  that  the  directors 
of  the  eaid  bank  made  a  final  assignment  on  September  4,  1841,  agree- 
ably to  the  permission  contained  in  Sections  18  to  25  of  the  act  of  May 
4,  ISll.  In  December  following  its  stock  sold  at  four  cents.  Its  affairs 
were  not  finally  closed  out  until  1853.* 

Thus  perished  one  of  the  greatest  financial  institutions  of  this,  or 
I  «ny  other,  centxiry.  It  was  perhaps  well  that  it  should  cease  to  exist. 
^■b  influence  in  politics  was  vast,  and  doubtless  often  exerted  to  cor- 
^Bpt;  yet  it  was  a  great  and  in  many  respects  a  wise  institution ;  it  en- 
r  gineered  the  finances  of  the  country  with  much  skill,  under  its  various 
'  charters  for  many  years,  and  it  finally  fell,  bravely  struggling,  the  vio- 
tini  of  most  ignoble  foes. 

Nicholas  Biddle,  its  master  mind,  did  not  long  survive  the  bank  with 
icb  his  name  will  ever  t)e  associated.     He  died  on  February  27, 1&44, 
the  age  of  fifty-eight.     He  had  retired  from  the  presidency  of  the 
□Uon  in  1839.     Few  men  have  ever  been  more  recklessly  calumni- 
ated.    A  man  of  strict  integrity,  at  any  rate  in  his  later  years,  he  prob- 
ably was  not ;   but  it  is  safe  to  say  that  his  morals  were  quite  ajs  good 
lu  those  of  bis  persecutors. 

Banks  Rrlibvbo  -ax  thb  Act  op  May  4,  1841. 

The  Pennsylvania  banks  were  relieved  from  their  perilous  position 
by  Section  17  of  the  act  of  May  4,  1841  (P.  L.,  p.  307),  which  repealed 
the  oot  of  April  23,  1840,  and  further  provided  that  "All  provisions  of 
any  other  act  of  Assembly  heretofore  passed  or  of  any  act  of  incorpor- 
ation providing  for  the  forfeiture  of  any  charter  for  or  by  rejison  of  the 
non-payment  of  liabilities  on  demand,  be  suspended  until  further  legis- 
lative tuition." 

This  act  of  May  4,  1841,  which  was  passed  over  the  Governor's  veto, 
further  provided  for  the  borrowing  of  three  million  dollars.     The  banks 

*Tbe  blatory  of  tbe  United  States  Bank  being  elsewhere  given  in  thi«  volume,  no 
isflBWBoe  to  titat  institution  I*  made  prior  to  lt«  lacorporatlOD  fut  a  State  bank. 
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of  the  CommoDwealth  were  to  be  perioltted  to  snbfloribe  to  the  stook  to 
be  issued  to  this  amount,  and,  on  depositing  said  stock  with  the  Audi- 
tor-General, they  were  to  be  authorized  to  issiie  notes  to  the  amoont 
thereof.  The  holders  of  not  less  than  one  hundred  dollars  of  thew 
notes,  on  preeentingtbem  to  the  banks  issuing  theui,  respectively,  w«» 
to  receive  order«  upon  the  Auditor-General  for  certificates  of  stock  to 
the  amount  of  their  notes.  The  banks  were  to  receive  one  per  eeot 
interest  on  these  notes  until  redeemed  in  stock.  The  notee  were  to  be 
issued  upon  the  credit  and  by  the  authority  of  the  State,  and  wei* 
known  as  "relief  notes."  Theh*  issue  was  a  wretched  piece  of  fliiaii- 
ciering  (the  idea  of  wliich  was  probably  remotely  suggested  by  the  (ieo- 
eml  Banking  Act  of  New  York,  of  April  18,  1838,  the  prototype  of  the 
National  banking  system),  and  the  relief  notes  depreciated  so  rapidly 
that  they  were  at  a  discount  of  firom  ten  or  twenty  per  cent,  in  IMl 
The  issue  of  these  notes  amounted  to  $2, 186,560. 

The  act  of  March  12,  1842,  required  the  banks  to  reeome  apMi*  ptf- 
ments  forthwith.  If  they  refused  to  pay  their  notes  in  specie,  on  de- 
mand, their  directors  were  to  be  forced  by  summary  process  to  make 
assignments  of  all  their  property  for  the  benefit  of  all  their  creditors. 
Luckily,  by  this  time  the  banks  had  contracted  their  operations  so  tlut 
it  was  possible  for  most  of  tbem  to  comply  with  the  law. 

In  1843  the  bank  capital  of  the  State,  not  including  the  capital  of 
certain  suspended  banks,  was  $16,868,555,  as  against  9l7.061,iM4  in 
ia')3,  ten  years  before,  while  the  discounts  in  1843  were  916,038,916,  «• 
against  $29,968,41)8  in  1833.  8o  much  had  the  financial  troubles  of  thi 
past  six  years  contracted  banking  operations,  notwithstanding  the  io- 
orease  of  population  and  of  material  wealth. 

In  1842  the  State  was  unable  to  meet  the  interest  payments  on  tlw 
public  debt,  having  been  unable  to  place  a  loan  of  9870, CKX)  aotboritfd 
by  act  of  July  27,  1842.     By  authority  of  tliat  act  eertiflcates  of  atock 
bearing  five  per  cent,  per  annum  were  issued  to  the  bond  holders 
of  interest,  and  the  interest  charge  was  met  in  the  same  way 
1843  and  1844.     It  was  not  until  1845,  by  which  time  the  revenoi 
rived  from  the  sweeping  tax  act  of  April  29,  1844,  b^gan  to  be 
that  Pennsylvania  was  able  to  meet  her  obligations.     Ttit 
varioos  corporations  owned  by  the  State  liad  been  sold  io  184S,  the 
Btook  of  the  par  value  of  92,108.700,  selhng  for  $1,216,453,  thestodk 
the  Farmers  and  Mechanics'  Bank  alone  bringing  par.     To 
finally  of  the  subject  of  State  finances  it  may  be  added  that  tbe 
works,  first  formally  offered  for  sale  under  the  proTisloDfl  of  th* 
April  29,  1844,  were  not  finally  disposed  of  untO  1868.  when  Xhtj 
sold  to  the  Pennsylvania  Railroad  Company  for  a  song,  that 
taUng  pFMJtkMdly  its  own  time,  over  thirty  years,  In  wfaioh  to 
the  vooa)  effort. 

The  bank  history  of  Pennsylvania,  during  the  next  few  yean, 
eventfal.    Danken  had  been  taught  a  severe  l««oo  and  tJbey 
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Ued  by  it.     Banking  vraa  undergoing  a  great  change.    The  days  of 

he  United  States  Bank,  and  of  its  successor  the  deposit  bank  system, 

►ere  paiit,  the  sub-Treasury  system  having  been  Anally  established  in 

4C,     Politics  were  no  more  an  important  factor  in  banking.     Banks 

»ere  no  longer  the  only  moneyed  institutions  of  importance.     Rail- 

'Vcmds  and  other  corporations  with  large  c^apital  were  established,  with 

aathoritative  voices  in  the  financial  world.     Instead  of  controlling  the 

business  of  the  country,  banks  were,  henceforth,  to  t>ecomeits  servants. 

In  his  message  of  1847,  Governor  Bhunk  said  : 

'  At  preacDt  there  is  reason  to  believe  that  our  banks  ore  {n  a  comparatively 

and  condition.     Without  ascribiDg;  this  creditable  and  healthy  state  of  things  od- 

i>ly  lo  iho  policy  which  baa  beeo  adopted  of  liiiiiiing  the  amonnti)  of  banking  capi. 

:  making  bankers  individually  liable  for  the  payment  of  their  debts,  I  am  per- 

1  tltat  it  has  a  salutary  iuflaenee  tn  preserving  the  souodncsa  of  the  currency, 

1  that  It  Aould  be  adhered  to  exclosirely." 

He  refers  to  the  provisions  of  the  act  of  April  26,  1844,  afterwards 
incorporated  in  the  act  of  April  6,  1850,  referred  to  below. 

The  following  from  tlie  "  Philadelphia  Ledger"  of  January  1,  1847, 
irows  some  light  on  banking  methods  at  that  time  : 

"  We  imdentaad  that  the  Philadelphia  Bank  has  enbscrlbcd  for  200  shares,  or 

0,(100,  of  the  proposed  Central  Railroad  from  Harriitburg  to  Pittsburg.    Rumor  said 

lerday  fhat  tbeM  subscriptions  by  our  banks  wntild  not  escape  Judicial  Inquiry. 

•    •    Our  banks  are  reaping  the  profits  and  enjoying  the  c<inBden<?e  consequent 

I  tire  years'  leeittmate  banking,  and  the  departure  in  this  Instance,  while  it  Is  calcu- 

I  to  rvvive  the  old  anti-bank  prejudice,  may  resQlt  in  pecuniary  loss  and  the  wtth- 
swal  of  that  confluence  so  essential  to  banking  credit." 

At  the  session  of  1846  a  measure  waa  introduced  to  compel  the  keep- 
of  bank  notes  at  par  in  Philadelphia,  something  like  the  Suffolk 
euL,  and  a  modlflcation  of  this  plan  was  eiiibodied  in  the  act  of 
April  6,  1850,  hereafter  referred  to.  A  resort  to  the  New  York  free 
banking  method  of  sexjtuing  cireuhttion  by  the  deposit  of  United  States 
and  State  bonds  seems  also  to  have  been  advocated  at  this  time,  for 
Governor  Shunk  is  found  inveighing  against  that  system  in  tus  message 
of  1848,  and  asserting  that  ' '  sound  banking  can  only  be  conducted  on 
money — gold  and  silver." 

The  act  of  April  6,  1850  (P.  L.,  p.  477),  entitled  "An  Act  Regulat- 
ing Banks,"  was  an  elaborate  codification,  in  fifty -three  sections,  of 
•oeh  prior  laws  relating  to  banks  and  banking  as  had  not  been  re- 
pttUed,  with  some  new  featttres.  This  act  was  to  be  appUcable  to 
\«v«tj  banking  corporation  hereafter  created  by  any  special  act,  as 
611  as  every  bank  whose  charter  is  renewed."  Its  32d  Section  pro- 
vided that : 

"The  stockhoMers  of  every  such  bank,  in  addition  .o  the  corporate  liability, 
•ball  be  Jointly  liable  to  the  creditors  of  said  bank,  being  note  holdi-rs,  in  thvir  Indl- 
rldaat  capacities,  to  the  arnoont  of  all  notes  issued."    •    •    • 
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The  means  for  enf oreing  this  liability  were  also  provided,  A  rimllar 
provision  had  been  inserted  in  the  act  of  April  26,  1844  (P.  L.,  p.  419), 
renewing  the  charter  of  the  Commercial  Bank  of  Pennsylvania,  and  in 
all  subseqaent  acts  incorporating  banks  or  renewing  their  charters. 

The  act  of  March  21,  1814,  had  required  the  banks  incorporated 
under  its  provisions  to  make  reports  of  their  condition  to  the  Audlto^ 
General,  and  subsequent  acts  had  required  such  reports  from  all  bank- 
ing institutions.  The  act  of  April  16,  1850,  gave  him  a  supervisory 
power  over  all  banks,  which,  extended  by  subsequent  legislation,  did 
not  terminate  until  the  creation  of  the  Banking  Department  in  1891,  to 
which  all  such  powers  were  transferred. 

Provisions  for  MAiSTAiinKa  Notes  at  Pab. 

The  most  novel  feature  of  the  act  of  1850  was  the  creation  of  some- 
thing like  the  Suffolk  bank  system.  The  banks  of  the  easteln  {>art  <A 
the  State  were  compelled  to  keep  their  notes  at  par  in  Philadelphia, 
while  those  of  western  Pennsylvania  were  required  to  keep  theirs  at 
par  in  Pittsburg.  Banks  failing  to  do  this  were  to  pay  the  State  at  the 
rate  of  two  mills  per  annum  on  every  dollar  of  the  average  amount  of 
their  circulation,  for  the  time  the  notes  were  under  par  in  said  cities 
respectively. 

The  Cashiers  of  the  banks  were  to  include  in  their  reports  to  the 
Auditor-General  statements  of  the  length  of  time  that  their  notes  had 
been  under  par,  respectively,  as  aforesaid. 

Section  30  of  this  act  of  1850  provided: 

"  It  shall  not  be  lawful  for  any  of  the  said  banks  to  issue  or  pay  out  any  bank 
notes  other  than  those  issued  by  itself  payable  on  demand  in  gold  or  silver,  notes  of 
specie-paying  banks  of  this  State  which  are  taken  on  deposit  or  in  payment  of  debti, 
at  the  counter  of  the  bank,  and  notes  of  banks  issued  under  the  authority  of  the  act 
of  May  4, 1841  [relief  notes],  at  the  option  of  the  person  receiving  the  same,  and  any 
violation  of  this  provision  shall  work  an  absolute  forfeiture  of  its  charter." 

Section  26  provided  that  whenever  specie  should  be  demanded  by 
any  note  holder,  one-fifth  of  the  amount  of  the  demand  should  be  paid 
in  American  gold  coin,  if  requested,  provided  such  one-flfth  amount 
should  not  be  less  than  five  dollars. 

Section  102  of  the  act  of  April  19,  1853  (P.  L.,  p.  606),  flnaUy  pro- 
hibited banks  from  paying  out  relief  notes  or  using  them  in  any  man- 
ner in  their  business,  ' '  but  they  shall  cause  them  to  be  delivered  to  the 
State  Treasurer,  who  shall  receive  them  for  debts  due  the  Conmum- 
wealth  or  redeem  them  in  par  funds,  and  shall  cause  them  to  be  can- 
celled." 

In  1854  there  were  in  Pennsylvania  fifty-nine  banks  with  an  aggre- 
gate capital  stock  of  $19,635,000.  Of  this  number  nine  were  Savings 
banks  as  follows : 

1.  The  Philadelphia  Savings  Fund  Society,  incorporated  in  1819. 
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1839. 


Western  Baviogs  Fund  Society,  of  Philadelphia,  incorporated  in 


3.  Lancaster  Savings  iDstitution,  incorporated  id  1835. 

4.  Meclianics'  Sa\'ings  Basic,  of  Harriaburg,  formed  in  1853. 

5.  Hanover  Savings  Fund  Society,  incorporated  in  1B49. 
^^      6.  Shrewsbury  Savings  Institution,  incorporated  in  1850. 
^H     7.  I/ewisburg  Savings  Institution,  formed  in  1853. 

^B     8.  Allegheny  Savings  Fund  Company,  incorporated  in  1849. 
^P      9.  Somerset  Savings  Institution,  formed  in  184t>. 
1  In  1855  there  were  fifty-flve  banlts  and  fourteen  Savings  institutions 

with  aMsets  and  liabilities,  in  part,  as  follows: 


^^k  ASBBTS. 

^fctaoouDtc HIJSUJ^ 

■feecie ^73B,6aO 

^^«  other  bank*. B,IM7.<M3 

BmI  estate  and  penonol  prop.  l,t28,Hi 

Booda,  mortgage*,  etc TflS,8es 

Stocks. 918,713 


LiABiuTiaa 


Capital  stock.. 


S3%(a^GM 


Circulation 18,878,606 

Deposita ai8si.nio 


The  number  of  banks  and  Savings  institutions  was  the  same  in 
1856,  and  their  condition  was  not  materially  different  from  what  it  was 
hi  1855. 

By  the  act  of  November  6,  1855,  the  provisions  of  Section  30  of  the 
met  of  1850  were  made  applicable  to  Savings  fond,  trust  and  insurance 
companies,  which  corporations  were,  tlierefore,  prohibited  from  that 
date,  from  issuing  or  paying  out  bank  notes  other  tlian  those  of  specie- 
paying  banlu  of  the  State,  received  in  the  payment  of  debts  or  taken 
on  deposit. 

Referring  to  this  act  in  his  message  of  1856,  Governor  Pollock  pointed 
out  that  its  provisions  would  fail  of  securing  the  desired  effect  unless 
tbey  were  extended  to  cover  private  bankers  and  others  of  that  clasa. 
He  said: 

"  In  many  ln8taD«.'B  the  notes  of  our  own  banks  are  coUectiMl  by  privati.'  bankers 
or  brokers,  and  with  these,  or  with  Hpocie  witbdruwn  from  the  banks  issuinjjr  them, 
Ihejr  porchase  depreciated  and  foreign  batik  paper,  which  is  paid  out  at  par  at  their 
6oanler«.  By  others  large  loans  are  n^otiati-d  with  bunks  out  of  the  State  at  leas 
than  the  asual  rat«  of  interest,  and  their  notes — often  of  less  denomination  than  Ave 
<loll«r>    aiul  always  at  u  discotml,  are  brought  U)to  the  State  and  put  into  circulation 

:  in  the  manner  indicated.  •  •  •  The  effect  of  this  system  of  private  banking  haa 
been  to  limit  the  circulation  of  the  par  p«iht  of  our  banka  and  to  substitute  in  Its 

^yptaoe  foreign  depreciated  and  oft«n  worthless  currency." 


Thb  FiNAjrciAi,  Crisis  of  1857. 


The  panic  of  1857  is  plainly  foretold  by  the  great  pains  taken  by  the 
writer*  of  financial  articles  in  the  Philadelphia  prints  of  the  time,  to 
KMnire  the  public  that  there  is  really  no  cause  for  alarm.  The  cause 
Br*t  alleged  for  the  growing  tightness  o(  the  money  market  was,  the 
lying  up  in  railroad  construction  of  large  sums  which  could  not,  neoea- 
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sarQj,  be  readU v  realized  upon ;  the  same  oanse  that  lar^ly  oontribat«d 
to  the  disasters  of  1873. 

The  panjc  may  be  said  to  have  been  started  by  the  failure  of  the 
Ohio  Life  and  Trnst  Company,  in  Augnst.  Matters  grew  wcvhtf  tiA 
worse  until,  on  September  26,  1857,  the  Biuik  of  Pennsylvania  luM, 
followed  by  the  other  Philadelphia,  and  most  of  the  Pennflylvaou 
banks.  The  New  York  banks,  however,  stood  oat,  and  the  papen  of 
that  city  and  State  read  long  and  edifying  homilie«  to  the  Philiuiel- 
phians  on  the  wickedness  of  suspending.  The  ' '  Albany  Argos  "  rt>- 
marked,  critically,  that  it  was  ••  characteristic  of  Philadelphia  to  yield 
to  a  money  crisis."  The  Philadelphia  papers  retorted  that  the  >>* 
York  banks,  by  draining  Philadelphia  of  her  specie,  through  varionis 
devices,  had  compelled  the  Quaker  City  bankers  to  suspend.  Pinnllj, 
the  New  York  banks,  after  solemnly  resolving  that  they  vroold  no  no 
such  tiling,  suspended  in  their  turn,  with  the  exception  of  the  Cbeui- 
icul  Bank.     They  resumed,  however,  in  December,  1857. 

By  suspending  specie  payments  the  Pennsylvania  banks  had  tgiiD 
incurred  the  forfeiture  of  their  charters,  and  it  was  necessary  to  pus 
A  relief  act.  Accordingly  a  special  session  of  the  Legislature  wns  colbd 
to  assemble  on  October  6.  The  peculiar  merit  of  the  laws  forfeiting; 
bank  charters  for  not  keeping  up  specie  payments  seems  to  have  been, 
that  in  ordinary  times  those  enactments  were  not  needed  to  make  banki 
(MkT  in  spetMC,  while  in  times  of  panic  the  bonks  hud  to  suspend,  an;- 
how.  luul  be  relieved  from  the  operation  of  those  laws.  By  act  i 
tober  13.  1857,  the  operation  of  said  enactments  was  suspended 
the  veoond  Monday  of  April,  1858,  on  which  latter  date,  acoor 
the  banks  resumed. 

The  Suffolk  system  inaugurated  by  the  act  of  1860,  not  harSny 
proved  entirely  satisfactory,  the  propriety  of  adopting  as  a  last  rwourc* 
a  nyttem  similnr  to  the  New  Y'ork  free  banking  method,  begim  to 
b»  discurwHl  and  finally  resulted  in  the  adoption  of  such  a  plan  ; 

im\ 

Th^  eritda  of  1857  was  remarkable  as  the  flrst  one  for  wbleh 
Wnk»  wvM  not  gvoexally  blamed.     Governor  Pollock,  in  hi>  oieBnc^ 

«  Hit  iuMMf  Just  nnr  pmpiT  to  charge  all  our  prreent  flmuictkl  muI  camimfriil 
JjMNM  l«  (te  kMk»  ud  tMr  maaagemcnt." 


K^v. 


IMIM 


»•**  •  V 


th«  blaoM  for  tiie  trouble*  of  the  time  princlpully 
.Hftln  tore*. 

.>o  of  th«  bank  fitatemezit«  of  tliis  periiMl  Miuwaj 
^'4^  «Uk  WfK*^  methods,  nor  was  there 
«f  tb»  MMUitry  which  wamnted  tlnaxicial  oUrm 
...■iwtr  iluLii  A  ftuauoUl  crisis. 

:H>ml»i  in  1X58.  aU  uutaide  of  PhiUaei- 
^>J  in  1859. 
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ESTABUSHMKirr  OF  THB  FBBK  BANKmO  STSTBM. 

We  now  come  to  the  passage  of  the  act  of  March  31,  1860  (P.  L.,  p. 
4S9),  entitled  "  An  act  to  establish  a  system  of  free  banking  in  Penn- 
sylvania, and  to  secure  the  public  against  loss  from  insolvent  banks." 

As  this  law  was  re-enacted  with  varioos  changes  in  the  following 
jearbyaot  of  May  1,  1861  (P.  L.,  p.  603),  further  reference  will  be 
made  to  the  latter  enactment  only. 

Under  the  provisions  of  this  act  any  five  or  more  persons  might  or^ 
ganize  a  bank  upon  complying  with  certain  conditions,  with  a  capital 
flt«ck  of  not  less  than  fifty  thousand  dollars  nor  more  than  a  million. 
The  Aaditor-General  was  to  have  notes  of  a  uniform  character  printed, 
of  denominations  not  less  than  five  dollars,  each  note  to  bear  the  in- 
seiiption,  ' '  Secured  by  deposit  of  public  funds. "    Section  10  provided : 

"  The  banks  established  onder  this  act,  npon  legally  assigning  to  and  depositing 
with  the  Andltor-Oeneral  the  bonds  or  eyidences  of  debt  of  this  Commonwealth  or 
of  the  United  States,  shall  be  entitled  to  receive  an  amoont  of  such  circulating  notes 
in  blank,  of  the  denominations  such  as  they  may  require,  numbered,  registered, 
coiintersigDed  and  stamped  as  herein  provided  for,  the  bonds  and  stocks  to  be  taken 
at  their  market  value;  Provided,  that  the  amotmt  to  be  invested  under  the  provis- 
iooaof  this  act  shall  not  exceed  the  amount  of  capital  now  employed  in  corporate 
banking  in  this  State  more  than  fifteen  mllliona  of  dollars,  until  otherwise  provided." 

Section  12  provided  that  whenever  the  securities  so  deposited  should 
depreciate  in  value  the  Auditor-G«neral  was  to  notify  the  banks  de- 
positing the  same  to  either  deposit  further  securities  to  the  amount  of 
the  deficiency  or  to  return  an  equivalent  amount  of  the  notes  issued  to 
them,  respectively.  If  the  securities  appreciated  notes  to  the  amount  of 
the  appreciation  were  to  be  issued  to  the  banks  depositing  said  securities. 

Section  18  provided  that  if  any  bank  should  refuse  to  pay  its  notes 
of  circulation  in  gold  or  silver  coin,  the  holders  of  such  notes  might 
cause  them  to  be  protested  for  non-payment,  and  the  Auditor-General, 
on  receiving  and  filing  such  protest,  was  to  give  notice  in  writing  to 
the  maker  of  such  notes  to  pay  them,  and  on  refusal  or  neglect  to 
pay  the  same  for  twenty  days  after  such  notice,  the  bank  was  to  be 
notified  that  it  had  committed  an  act  of  insolvency. 

The  Auditor-General  was  to  then  appoint  a  committee  to  ascertain 
whether  the  bank  had,  in  fact,  omitted  to  redeem  its  notes,  and  if  the 
committee  so  found,  the  Auditor-General  was  to  forthwith  appoint  a 
Receiver  to  close  the  afiairs  of  the  bank. 

Sections  37  and  39  provided  the  means  by  which  banks  created  un- 
der other  acts  might  organize  under  the  act  of  1861. 

The  forty-third  section  provided  that  the  banks  should  keep  in  gold 
or  silver  coin  "  or  its  equivalent"  an  amount  equal  to  eight  per  cent. 
of  all  their  circulating  notes  of  every  kind,  and  whenever  the  amount 
of  notes  outstanding  should  exceed  the  proper  proportion  of  the  specie 
on  hand,  no  more  notes  were  to  be  issued,  nor  should  the  liabilities  of 
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the  bank  be  increased,  nor  anv  dividendB  be  declared,  nntil  the  requ 
proportion  should  be  established. 

To  recur  to  the  year  1860 :  The  Philadelphia  banlu  had  Hffin 
pended  on  November  19,  1860,  following  the  lead  of  the  banks  of 
Soath  and  Southwest.  The  cause  of  these  suspensions  was  the  cmti- 
nuus  aspect  of  the  political  outlook.  Lincoln's  electors  had  received  a 
majority  and  the  danger  of  hostilities  between  the  North  and  South 
was  becoming  apparent.  The  usual  relief  bill  was  passed  on  April  It, 
1861  (P.  L.,  p.  341),  suspending  the  pains  and  penalties  of  the  laws  rol 
ative  to  specie  payments  until  the  second  Tuesday  of  October,  IWl, 
but  when  the  date  named  arrived  resumption  was  impossible,  and 
another  relief  act  was  passed  on  April  11,  1862,  relieving  tJie  banks  nn 
til  the  first  Tuesday  in  February,  1863.  The  Pennsylvania  banks,  bow- 
ever,  bad  no  reason  to  be  ashamed  of  their  inability  to  resume  in  1861. 
They  were  nobly  striving  to  keep  the  Union  f«5m  suspending.  With 
the  banks  of  Boston  and  New  York  they  bought  150  miihons  of  Gov- 
enuueut  securities  in  that  year.  Subst^quent  acts  extending  the  tim 
for  resuming  specie  payments  were  »o  numerous  that  no  further  ref« 
enoe  thereto  will  be  made  herein. 

The  free  banking  system  created  by  the  acts  of  I860  and  1861 
not  be  said  to  have  been  a  saooeeti.     Only  one  bank  was  formed  und 
It  in  1860.     The  Auditor-General,  hi  his  special  report  on  tb«  sot 
made  to  the  Legislature  on  January  3,  1861,  said :  . 

"  For  some  nuon  existing  either  in  Uin  pruvislone  of  tlie  law  or  Uie  nuiilon  ol 
Um  p«9l«  In  MtopUng  ncwsyvtems,  this  plan  of  reorgttnizlngr  banking  ItuUttttliiw 
taa Ml  WoatTtdgwwnl  acceptance.  •  •  •  It  is  better  thut  its  acccptanotthooM 
Iw nwliMil  lathrf  than  muMnn  Ido  not  doubt  that  nltlmatttly,  with  aomo  dhxJUIo*- 
UgiMotUMprDTtakHwaf  tlMgonersl  baokioK  law  which  vxperiouoo  muA  a  mon  tul! 
OHMtaattm  akaU  dliitat«,  tka  «r«t«in  will  attract  tbo  mudo  (btut  which  It  ha«  i^ 

Id  IMl  two  otiMT  banks  -were  incorporated  under  the  free  hanUaf 
ij^jat^  mmI  V*!  two  mora  in  1862.     In  his  report  for  1863,  inad*  to  the 
l^lfWMtW  Ui  JaniMryv  1S63,  tlie  Auditor-General  points  oat  the  reaMO 
Vltjr  tteft  «y«tMB  i«  not  »  MMeaai: 

v>  n  aaf  ^  W«««W.  Witt  W  dwhlwl  wbetlier  the  RTBtrm  drrtenl  T17  th(>  act  c4 
^gy4i  M^  IM^  a*4  •>  W|vtM**Bl«  *fU  v^^  ^"  :  u  tk 

—^j,^^  .J  ., , !■!  t>in»n ~r%t'*'  ^ *  — i"'"^  iiirtta 

^^yi^v4  %4s»««««^a«a  aavwrtMai^  ateU  tecniitlnucil  liy  iW-  L>>t;UULum. 
1m«v7ow  ^r*>^M)  iilMi»i  fcnpw-lrlii-  MUth  iiu>n'  raluuble." 

H  •«•  M0>  Mtoaik  aMlltr  lo  8«eare  the  {Nuaafce  of  an  act 

«hmM1  [lnurrn  tai  linjwi  Aiky*V  vndrr  which  charter  the  bank  1 

1-  L^-iilU  MlHwirt  tl  yiT  ftOvMoOiof  tile  general  bank  act  of  1880  ud 

«iMJUk   llNr«>iTfi    •«••  •*•  «*w«»*«ti>w<  nott-s  without   depo«»tin#f  «y 

t^  la  auft  Mmogv  that   bonlu  preferred  to  iixor- 

hJI  «tert«t«k  «0|weUlly  <ut  there  was  not,  probalily, 

iM  woold  givo  the  banks  farmed  iindar  tte 
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free  banking  system  a  higher  standing  than  that  of  other  banks. 
Only  nine  banks  were  ever  incorporated  under  the  provisiona  of  the 
acts  of  1860  and  1861,  and  the  special  report  of  the  Auditor-General, 
made  under  the  provisions  of  those  acts,  January  1,  1868,  states  that 
"^1  the  banks  are  returning  their  oireulation  and  lifting  their  securi- 
ties." From  this  report  it  appears  that  the  total  amount  of  circulation 
secured  and  issued  under  said  acts  was  ^,219,668,  of  which  amoTint 
there  had  been  returned  and  destroyed,  on  the  above  date,  $3,070,106, 
leaving  then  in  circulation  $149,562,  which  amount  was  reduced  in  1866, 
as  shown  by  subsequent  reports,  to  $96,862  and,  in  1870,  to  $79,496. 

BsOBaANIZATION  OF  BAITKS  UnDBR  NATIONAL  STSTKH. 

In  1864-5  there  was  a  general  desertion  from  the  ranks  of  the  State 
banks  and  a  consequent  enlistment  in  those  of  the  National  banks.  A 
communication  from  the  State  Treasurer,  dated  January  25,  1865, 
informed  the  Legislature  that  fifty-seven  State  banks,  with  an  aggre- 
gate capital  stock  of  $20,592,388  had  notified  him  of  their  intention  to 
become  National  banks,  "leaving  but  $6,930,975  of  the  banking  capital 
of  the  Commonwealth  under  the  old  law."  The  report  of  the  same 
ofBoer,  dated  January  3, 1866,  states  that  "  inquiring  of  the  Comptroller 
of  the  Currency,  I  learn  that  the  National  banks  of  Pennsylvania  have 
a  capital  of  $46,943,190." 

The  reason  given  by  the  Philadelphia  institutions  for  becoming- 
National  bfuiks  is  said  to  have  been :  ' '  The  city  banks  which  are  con- 
sidered the  fat  goose  at  Harrisburg,  to  be  plucked  at  pleasure,  wUl  be 
removed  from  that  body  forever."  It  was  then  supposed  that  National 
banks  would  be  exempt  from  all  State  taxation. 

In  1865  the  number  of  State  banks  had  dwindled  to  eleven,  with 
nine  Savings  institutions,  having  an  aggregate  capital  stock  of  $2,790,- 
995;  circulation,  $1,831,243.50;  deposits,  $4,461,960.75;  discounts,  $4,- 
812,195.02;  gold  and  sUver,  $348,708.01. 

In  November,  1867,  there  were  but  six  State  banks,  not  counting  Sav- 
ings institutions ;  but  from  this  time  forward  the  number  of  State  banks 
rapidly  increased.  Twenty-eight  were  formed  in  1871,  under  the  pro- 
visions of  an  equal  number  of  special  acts,  thirty-four  in  1872  and  a  like 
number  in  1873.  These  numbers  are  exclusive  of  banks  the  charters  of 
which  were  renewed,  in  the  said  years,  by  special  acts.  The  adoption 
of  the  constitution  of  1874,  however,  which  prohibited  the  formation 
of  corporations  except  under  the  operation  of  general  laws,  effectively 
prevented  the  creation  of  more  State  banks  under  special  acts. 

PrBSBNT  COMDinON  OP  THB  BANKS. 

From  this  period  forward  the  story  of  the  Pennsylvania  banks  has 
been  in  the  main  that  of  the  other  banks  of  the  country ;  and  there 
remains  to  speak  only  of  the  various  laws  which  have  been  enacted, 
affecting  them,  and  to  give  some  figures  showing  their  present  condition. 
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19,180,137 

4.044,383 

89.888,076 
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48.688,884 
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9,467,384 
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16,011,880 
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86,917.650 
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7,187.300 
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8,819,697 
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The  act  under  which  State  banks  are  now  generallj  tncorporat«d  h 
that  of  May  13,  1H76  (P.  L.,  p.  161),  ur-der  the  prov'wion*  o(  which  nny 
thnw  or  more  peisons  may  organize  such  a  bank,  apon  oomplyiui;  with 
the  re<]uireiucnt8  therein  specified.  The  regnlutions  and  pryjuir«'iiu'Ot» 
of  the  Pennsylvania  banking  law  are  similar  tu  those  which  obtain  in 
most  other  Staten.  Persons  reading  thia  act,  however,  mast  rwntmibw 
that  the  functions  therein  assigned  to  the  Auditor-tteneral  were,  bjrart* 
of  1891  and  1895,  transferred  to  the  Banking  Department. 

As  the  law  now  stands,  banks  of  issue  must  be  incorpornted  uixIt 
the  provisions  of  the  afrt  of  1861  and  its  supplements,  while  tl»e  imH  "f 
May  13,  1876  (P.  L.,  p.  161),  Section  6,  authorizes  the  organixiitiun  of 
banks  to  "carry  on  the  business  of  banking  by  loaning  uiuuey,  di>- 
counttng,  buying,  selling  or  negotiating  promissory  not«fi,  drafts,  coin, 
bullion,  bills  of  exchange  and  all  other  written  evidenooi  of  debt  cr 
specialties." 

It  is  true  that  the  said  section  goes  on  to  say  "and  transact  all  **iA 
other  business  as  shall  pertain  to  the  business  of  banking,"  but  thM 
"other  business"  is  evidently  business  of  the  f'ame  genera)  cltarMKffM 
the  kinds  of  business  previously  enumerated,  it  Iwing  evident  liial  \»i 
tlie  I<egi»lnture  intendeti  to  confer  so  important  a  rigfil  as  lliat  of  h« 
ing  circulating  notes  the  intention  would  not  liavo  been  left  open  to 
inference  from  such  genend  language. 

If,  therefore,  the  prohibitory  National  tux  on  the  circulation  of  fltJit* 
banks  were  to  be  removed,  banks  uici  irporat^-d  under  tlie  provWrm* 
of  tlie  act  nf  1876,  as  all  the  State  banks  an*,  would  not  b«  empow- 
ered to  iasue  not4w  f<fr  circulation,  without  reorgmnixln^  and«rtlw  wt 
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!  1861.  ThiB  !a  a  fact  worthy  of  remembrance,  since  all  the  law  books 
Hting  of  the  subject  seem  to  take  it  for  granted  that  the  act  of  1861 
Duger  in  force,  apparently  because  of  tlie  repealing  clause  in  the 
fl876,  wlilch,  however,  mert^ly  repeals  inconsistent  acts  and  parts 
ractg.  But  the  two  acts  do  not  conflict.  Tiie  act  of  1861  authorizes 
the  formation  of  banks  of  issue,  while  that  of  1876  authorizes  the  incor- 
poration of  banks  of  dii!>connt  and  deposit  only.  Of  course  tliis  is  not 
r  a  lire  question,  but  it  may  become  such  in  the  future. 

Nationai  Banka. 
Pigurea  are  In  thousands  i>f  dollars. 
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•3S.234 

40.496 
41.170 
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aa.ssn 
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•9,604 

76.064 

86,846 

84,307 

161,821 

190,494 

813.776 

884,907 


H  Satinqs  Banks. 

Prior  to  the  passage  of  the  act  of  May  20,  1889  (P.  L.,  p.  246),  there 
vas  no  genera]  law  in  Pennsylvania  by  which  Savings  iastitutions  might 
B  incorporated.  Numerous  so-called  Savings  banks  bad  been  incor- 
^kated  under  the  provisions  of  special  acti>,  most  of  them  without  the 
B&raeteristics  by  which  such  iastitutions  are  generally  distingui.shed, 
Hi  tliere  had  been,  until  the  dat«  of  the  act  above  named,  no  getteral 
^bvision  for  the  incorporation  of  such  banks. 

Under  the  provisions  of  this  law  any  uuiuber  of  persons,  not  less 
tfaan  thirteen,  two-thirds  of  whom  shall  reside  in  the  county  where  the 

ttitution  is  to  be  located,  may,  upon  complying  with  the  requirements 
the  act,  be  incorporated  as  a  Savings  bank  without  capital  stock. 
Section  17  provideo  that  the  deposits  of  the  bank  may  be  invested : 

"  First. — In  the  stocks  or  bonds  or  interest- bearing  note^  or  the  obligations  of  the 
I  States,  or  tboae  for  which  the  faith  of  the  Utiitc^l  Slates  is  pledged  to  provide 
itbe  payment  of  the  inteifsl  and  the  principal. 
S(<oood  — In  the  stocks  or  boads  of  the  Commonwealtb  of  Pennsylvania,  bearing 

Tlilnl— In  Uie  stocks  or  bonds  of  any  State  In  the  Union  that  baa  not,  witbin  ton 
prrvlous  to  making  such  Investment*,  by  such  corporation,  <Ie(ault«^  in  the 

ncnt  of  any  part  of  either  priiicl|>al  or  interest  of  any  debt  antborised  by  any 
Ktare  of  «Dcb  Stale  to  be  contracted. 
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Fourth.— In  the  stocks  or  bonds  of  any  city,  ooont;,  town  or  Tillage  of  any  fiutt 
(if  tlie  United  States,  issued  parsnaut  to  the  anthorit)'  of  any  law  of  tho  Stak',  or  ts 
any  inU>rest-bearlDg  obUgatloD  iasaed  by  the  city  or  ooanty  in  which  souh  banlu  «luO 
l)o  Bituated. 

Firth.— In  bonds  and  mottgagM  on  unlncnmbercKl,  tmprored  real  eatate,  giitutn) 
In  tbU  Stale." 


The  subject  of  Savings  banks  cannot  be  dismiseed  without  a 
enoe  to  the  Philadelphia  Saving  Fund  Society,  probably  the 
SavingB  inatitutiun  in  the  United  States,  or,  at  any  rate,  oae  of  tii« 
most  notable.  This  society  was  first  organized  as  a  private  association 
in  1816,  it  being  tnodeUed  upon  the  English  Savings  banks,  then  nucii 
discussed  in  British  prints.  It  was  Incorporated  by  act  of  Febni&r;  85, 
181B,  and  has  been  in  existeuee  as  a  corporation  ever  siuoe.  "nui 
resources  of  this  society  were,  in  18i)8.  $52.89.3,292,  its  deposit*  |*6.RJ4,- 
066.  It  liad,  in  the  same  year,  a  surplus  fund  of  ^,244,586  and  undi- 
vided profits  of  fl, 624, 639.  The  Society  has  no  capital  stock  and  It* 
earnings  are  constantly  acouiuulating  &&  a  fund  to  protect  dopositort 
against  possible  loss. 

The  Western  Saving  Fund  Society,  of  Philadelphia,  iuoorporat«d  in 
1839,  bad  total  resources  of  fl3,lll,328  in  1808,  with  depoaita  of  $11,- 
537,970,  a  surplus  of  $1,145,535  and  undivided  profits  of  fl27,821. 

Statistics  in  regard  to  Savings  institutions  of  Pennsylvania,  from  (lie 
first  report  made  by  the  Commissioner  of  Banking  are  oa  follows: 


YXiJIB. 


tMlfef. 


I^tntftr  of 
aeeaumlt. 


304,043 
383,677 
S94,B»S 
807,300 
S33,»73 


Drp—ttM. 


umA 


98B.417.7M 

e6,<ns.83i 
6s,t9a.air 

7S,n74M 
77,429.a4T 
88,24^SM 
88.738.071 
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Tkcst  CoMPAKiKs— Taxation. 

In  PeitDsylvania  the  trust  oompanies  are  conducted,  to  a  large  ^itent, 
by  the  same  persons  who  manage  the  bank.s.  Tlie  bankers  freqnenllr 
take  out  trust  company  charters  and  run  such  companies  io  coonectiop 
with  their  banlis.  The  two  institutions  often  occupy  the  same  room,  tb* 
bank's  counters  on  one  side,  the  tru.st  company's  on  the  other  Tl»«9*  I* 
a  connecting  posMigeat  the  rear  of  the  room.  When  businew  Is  offered 
at  the  bonk  ctiunter  of  a  character  which  the  law  forbids  tho  Iwuik  t» 
handle,  it  is  passed  over  to  the  tru.st  ct)inpiuiy'H  side.     Tlio  jumu'  (•*• 
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ons  are  directors  of  each  corporation.     There  are  thirty-five  trust  oom- 
aniea  in  Philadelphia  alone. 

While  the  subject  of  bank  taxation  has  been  purposely  omitted  from 
his  article,  on  account  of  the  involved  nature  of  the  history  of  that 
labject,  it  may  be  here  said  that  banks  are  taxable  for  local  purposes  in 
Pennsylvania  only  on  their  real  estate.  In  other  words,  they  are  ajasessed 
!or  county,  township,  borough  or  city  purposes  only  on  their  realty.  For 
State  purposes  they  pay,  on  the  basis  of  a  sworn  report  made  to  the 
Auditor-General,  a  tax  of  four  mills  on  the  aggregate  amount  of  their 
paid-in  capital,  surplus  and  undivided  profits,  or  they  may  elect  to  pay  ten 
milla  on  the  par  value  of  their  capital  stock.  These  are  all  the  taxes 
bhey  are  liable  to.  Trust  companies  are  taxable  locally  in  the  same 
way,  bat  for  State  purposes  they  pay  at  the  rate  of  five  instead  of  four 
millB,  and  on  the  actual  value  of  their  stock,  assets  and  franchises.  The 
total  taxes  paid  by  banks  will  average  six  mills  on  the  aggregate  amounts 
mentioned,  while  those  paid  by  trust  companies  will  average  eight  and 
ft  half  mills  on  the  i>ar  value  of  their  capital  stocks. 

Besides  the  acts  for  the  formation  and  regulation  of  banks,  herein- 
befcnre  mentioned,  there  is  a  curious  act  of  May  18,  1893,  providing  for 
the  formation  of  coK>perativ6  banking  institutions,  but  so  far  as  known 
ao  such  institution  has  been  formed  under  the  provisions  of  said  act. 

The  following  table  gives  the  statistics  of  trust  companies  from  the 
date  of  the  first  report  made  by  the  Commissioner  of  Banking  : 

Ymab.                       Number.  Capttal.  Depottti, 

use 78  $3S,878,744  980,580,104 

1888 88  88.808,487  80,080.584 

18B4 88  88.018,085  98,808,888 

1805 88  a8,«78.)888  108,114.887 

1808 90  40.390.B80  1)8.143,888 

1807 88  87.380.974  107,781,848 

1808 98  88,680,490  US,8S0,8Di 

State  BAirKnro  Department  Established. 

By  act  of  June  8,  1891  (P.  L.,  p.  217),  a  Banking  Department  was 
constituted,  to  which  all  the  powers  theretofore  exercised  by  the  Audi- 
tor-Oeneral,  in  connection  with  banks,  except  in  the  matter  of  their 
taxation,  were  transferred,  with  other  powers  thereby  given.  This  law 
was  superseded,  and  the  department  reorganized  by  the  act  of  Febru- 
ary 11,  1895  (P.  L.,  p.  6),  the  first  section  of  which  provides  : 

"  That  there  is  hereby  established  aseparate  and  distinct  department  to  be  known 
u  the  Banking  Department,  the  Commissionei  of  which  said  department  shall  take 
::are  that  the  laws  of  this  Commonwealth  in  relation  to  banks,  banking  companies, 
x>-opeTatlre  banking  associations,  trust  and  safe  deposit,  real  estate  mortgage,  title 
insimnce,  guarantee,  surety  and  indemnity  companies,  and  all  other  companies  of  a 
limilar  character,  Savings  institntions.  Savings  banks,  provident  institutions  and 
■very  corporation  having  power  [to  receive]  and  receiving  money  on  deposit,  and  to 
nntoal  Savings  funds,  bailding  and  loan  associations,  and  bond  and  investment  com- 
Mniee  incorporated  or  which  may  be  hereafter  incorporated  under  the  laws  of  this 
80 
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State,  or  incorporated  under  the  laws  of  any  foreign  State  and  aoUtorised,  under  the 
laws  of  this  State  to  transact  bnainess  herein,  shall  be  faithfully  executed ;  alao  tliat 
the  greatest  safety  to  depositors  therein  and  other  Interested  persons  shall  be  afforded ; 
and  the  said  Commissioner  of  Banking  and  the  said  department  shall  be  charged 
with  the  supervision  of  all  of  said  corporations  for  said  purposes ;  and  it  shall  not 
be  lawful  for  any  foreign  corporation  to  receive  any  deposit  or  depoeita,  or  tranaaot 
any  banking  busings  whatsoever  in  this  Commonwealtii  until  it  shall  have  flrat  filed 
tn  the  office  of  the  Commissioner  of  Banking  a  certifled  copy  of  tbe  statement  re- 
quired by  law  to  be  filed  in  the  office  of  the  Secretary  of  the  Commonwealth." 

While  the  snpervisory  powers  of  the  depaitment  extend  to  all  danea 
of  corporations  desirable  to  be  reached,  they  do  not  extend  to  unincor- 
porated banks  nor  to  private  bankers. 

Every  corporation  subject  to  its  inspection,  except  domestic  build- 
ing and  loan  associations,  is  required  to  pay  the  Banking  Department 
$25  per  year,  and  five  dollars  per  hundred  thousand  dollars  of  capital 
stock,  or,  if  the  company  has  no  capital  stock,  then  of  assets,  to  defray 
the  expenses  of  the  examinations  made  by  the  department.  It  is  be- 
lieved  that  the  powers  conferred  upon  the  Commissioner  of  Banking 
are  not  materially  difFerent  from  those  conferred  upon  rfmnai'  offloers 
in  other  States. 


DELAWARE. 


Though  small  in  area  and  never  having  but  a  few  banks,  the  bank- 
ing history  of  Delaware  is  by  no  means  unimportant  or  uninteresting. 
Many  of  the  States  which  went  into  partnership  with  banks  made  bad 
bargains,  their  experience  showing  that  the  commingling  of  politics  and 
business  was  not  satisfactory.  But  in  Delaware  the  State  has  been  a 
partner  in  a  bank  since  1807,  and  the  institution  appears  to  have  been 
prudently  managed  from  its  organization  until  the  present. 

On  September  13,  1785,  the  charter  of  the  Bank  of  North  Ameriea, 
at  Pliiladelphia,  was  repealed  on  the  ground  that  the  bank  as  then 
managed  was  inconsistent  with  the  public  safety.  This  action  was  due 
to  the  popular  prejudice  against  banks,  which  was  even  stronger  then 
than  at  the  present  day. 

Though  continuing  to  act  under  its  Federal  charter,  the  bank 
desired  incorporation  under  State  laws,  as  there  was  some  doubt  of  its 
right  to  do  business  under  the  former  authority.  Overtures  were  there- 
fore made  to  the  State  of  Delaware,  and  on  February  2,  1786,  tbe 
Assembly  of  that  Commonwealth  passed  a  bill  conferring  upcm  the 
bank  the  usual  franchises  of  a  corporation.  *  This  charter  was  readily 
accepted  by  the  directors  of  the  bank,  and  if  necessary  to  the  trans- 
action of  their  business,  they  actually  contemplated  the  removal  ot  the 
bank  to  some  point  within  the  State  of  Delaware.  But  subsequent 
events  made  this  step  unnecessary. 

•  "  History  of  the  Bank  of  North  America,"  p.  tS. 
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OBeANIZATION  OF  THB  FARMBRS'  BANK. 

On  Febroary  3,  1807,  the  Farmers'  Bank  of  Delaware  was  granted  a 
charter,  the  preamble  to  the  act  of  incorporation  reciting  that  "  Wbere^ 
as,  the  establishment  of  a  bank  for  the  State  of  Delaware  apon  a 
foundation  sofBdently  extensive  to  answer  the  purposes  intended 
thereby,  will  be  condudTe  to  the  general  interests  of  the  State,  and 
tend  to  inomote  the  agriculture,  conuueroe  and  mannfaotures  thereof; 
therefore,"  etc. 

Its  capital  was  to  be  $500,000,  of  which  (100,000  was  subscribed  by 
the  State,  and  the  remainder  apportioned  among  counties  for  subscrip- 
tions by  individuals.  The  bead  office  was  located  at  Dover,  and 
branches  established  at  New  Castle  and  Georgetown.  The  manage- 
ment was  vested  in  a  board  of  twenty-seven  directors,  one-third  of 
whom  were  appointed  by  the  State.  Debts  which  the  bank  might  con- 
tract were  limited  to  twice  tbe  capital  stock.  The  authorized  capital 
was  afterwards  increased  to  fl,  000, 000  and  the  actual  capital  to 
#680,000,  and  a  third  branch  at  Wilmington  was  added. 

The  bank  never  had  a  monopoly  of  the  circulation  of  tbe  State,  yet 
Always  occupied  a  prominent  position  in  that  regard.  In  1835,  oat  of  a 
total  circulation  of  $622,397,  reported  in  the  State,  |339,379  was  issued 
by  the  Farmers'  Bank.  Two  years  later,  out  of  a  total  circulation  of 
#718,948  by  the  four  banks  then  in  the  State,  |386, 582  is  that  of  the 
Farmers'  Bank  and  its  branches.  In  1842  there  were  but  three  banks 
in  operation — ^the  Farmers'  Bank  with  a  capital  of  $680,000  and  circula- 
tion of  $383,889,  and  two  others,  with  an  aggregate  capital  of  $208,470 
and  aggregate  circulation  of  $341,940.  By  1857  the  number  of  banks  in 
the  State  had  increased  to  eight,  with  a  total  circulation  of  $1,394,094, 
of  which  $635,768  was  issued  by  the  Farmers'  Bank.  This  was  also  the 
only  institution  at  that  time  possessing  branches,  though  the  Bank  of 
Smyrna  had  earlier  operated  a  single  branch.  At  the  opening  of 
the  year  1861  the  Farmers'  Bank  had  $358,586  outstanding  circula- 
tion. 

In  1866  the  L^pbslature  passed  an  act  to  enable  it  to  become  a 
National  bank ;  but  the  directors  refused  to  sanction  the  change,  and 
it  has  continued  to  the  present  time  under  its  State  charter.  The  State 
of  Delaware  owned  8,714  shares  of  its  stock,  as  shown  in  the  report  of 
the  Auditor  for  1893,  listed  at  $402,840,  from  which  it  derived  an  income 
of  $22,000  during  the  preceding  year.  Because  of  this  ownership  the 
State,  through  its  Legislature,  appoints  three  directors  for  the  principal 
bank  and  three  for  each  of  its  branches.  The  State  Treasurer,  who  is 
also  trustee  of  the  school  fund,  is  required  to  deposit  money  belonging 
to  the  State  or  school  fund  in  the  Farmers'  Bank. 

In  1899  the  New  Castle  branch  of  the  Farmers'  Bank  was  discon- 
tinued and  the  capital  was  reduced  to  $581,000.  Besides  owning  stock 
in  the  Fanners'  Bank,  the  State  is  a  shareholder  in  the  National  Bank 
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of  Delaware,  of  Wilmington,  the  Union  National,  of  Wilmingtrai,  and 
the  National  Bank  of  Smyrna. 

There  is  no  general  law  nuder  which  banking  corporations  can  be 
organized.    They  must  be  formed  nnder  special  charters. 

Savings  banks  are  conducted  on  the  mutual  plan,  and  there  are  also 
trost  companies,  the  latter  practically  doing  a  banking  business.  The 
Farmers'  Bank  is  required  to  make  an  annual  report  to  the  Governor, 
and  the  other  banks  are  also  required  to  make  and  publish  statementa. 

Up  to  1847  there  had  been  no  broken  banks  in  the  State,  and  in 
subsequent  years  failures  have  been  almost  unknown. 

State  Banks. 


YKABS. 


1836... 
1841*.. 
1646*.. 
1861... 
1866... 
1861*., 
1866... 
1871... 
1888... 
1893... 
1897... 


»5 


Loam  and 
tlUeounU. 

Spteie. 

•1.883,880 

•173,188 

1,472.464 

155,691 

1,560,331 

133,666 

2.363,316 

188.36S 

3,906,368 

180.061 

1,970,305 

126,614 

597,098 

1,808,162 

1,749,721 

CmpUal 


•780.000 

881,648 

890.000 

1,440,010 

1.493,186 

1,088,175 

780,000 

780,000 

430,000 

680,000 

680,000 


amriatUm. 


Jqwft. 


•633,807 
860,968 
611.443 
883,960 

1.1M.904 
676,878 


•48«,ITt 
8U,M7 
*73,tM 
668,8H 
861,114 


465.17S 

1.0M«4< 
1,11»,(H4 


•  Incomplete. 

National  Banks. 
Flinires  in  thousands  of  doUats. 


YKAIW. 

^3 

Loan* 
ai\d  dii- 
eourUt. 

Tr.8. 

bond*. 

■«  3 

31 

Capital. 

Surplu*. 

vtdtd 
prttfU*. 

Out. 
ttandint 
einul*. 

(ton. 

•134 
1.186 
1.280 
1.487 
1.676 
1.149 
686 
764 

A4H- 
4*p-tU- 

1MU4 

11 
11 

14 
15 
18 
18 
18 

•255 
2,183 
2,610 
2.847 
4,337 
5.624 
6,316 
6,725 

•281 
1,409 
1.614 
1.840 
1,826 
1,341 
802 
978 

•96 
498 
460 
490 
654 
539 
448 
491 

$300 
1.428 
1,523 
1,764 
1.824 
2,134 
2,134 
2,084 



•318 
429 
463 
045 
885 
973 
984 

•6 
81 
89 
108 
194 
286 
366 
364 

•iw 

1H69    

1.4M 

1H74        

1.641 

lH71t 

8,401 

1H84 

j.«n 

t  H89    

4.e8J 

lHtt4    

4.418 

IHim 

J.64* 
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MARTLAJm. 

Maryland  first  issued  paper  money  an  1733.     Thereafter  almost  any 

bjeot  became  a  sufficient  excuse  for  a  new  issue.     The  inter%'als  be- 

reen  emissions  varied  from  one  to  six  years,  and  the  amounts  ranged 

im  $150,000  to  11,500,000.     After  a  term   of  years,    usually  about 

twelve,  the  notes  were  to  be  redeemed,  but  redemption  was  commonly 

made  iu  new  notes  at  fixed  rates.     The  depreciation  was  usually  about 

Kii  or  seven  to  one  of  specie. 

Daring  the  Revolutionary  War  this  paper  currency  reached  its  tlood- 
ie.     Tlie  Continental  Congress  issued  at  least  |2O0,U0U,00O,  which  dis- 
ibuted  itself  throughout  the  8tat«s.  It  did  not  supersede  State  money 
Maryland ;  both  were  made  legal  tender  in  1777.     The  war  expenses 
lOepeaaitated  increased  State  issues  to  aid  the  State  treasury.     In  1777 
^Hlarylaud  issued  i?l, 300, 000;  iu  1780  another  million  followed,  and  in 
^B^Sl,  a  third.     The  whole  mass  depreciated  greatly,  and  Continental 
^BUls  became  worthless.     Maryland  currency  at  this  time  was  composed 
^^f  various  issues,  known  as  Continental  bills,  convention  bills,  provin- 
cial bills.  State  Continental  bills,  State  money,  black  money  and  rod 
^■loney.     Such  a  quantity  of  paper  iu  circulation  was  naturally  calcula- 
^Hed  to  drive  out  the  specie,  although  in  1781  the  considerable  sum  of 
£100,000  was  estimated  to  be  still  in  the  State,  although  it  became 
more  and  more  hoarded. 


^m  Incokpokation  op  thb  Fikst  Bark. 

^^  During  the  last  quarter  of  the  eighteenth  century  the  State  waa 
undergoing  a  remarkable  industrial  development.  At  the  same  time 
the  specie  in  circulation  was  limited  in  atuount  and  heterogeneous  in 
character  and  fluctuating  in  value.  The  State  bills  of  credit  were 
gradnally  passing  out  of  circulation,  and  the  Legislature  refused  new 
isHues.  The  circulating  mediuiu  was  becoming  more  and  more  ctm- 
tracted.  An  adequate  metallic  currency  was  too  expensive.  Under 
these  conditions  the  demand  for  State  bills  of  credit  began  to  change 
.     to  one  for  a  bank. 

^B  The  first'  attempt  to  incorporate  a  bank  iu  Maryland  occurred  in 
^B782.  when  James  McHenry  introduced  into  the  Senate  "  An  act  to  es- 
^HM>lisb  the  credit  of  a  bank  "  in  Baltimore.  The  bill  was  considered 
^^nd  passed  the  Senate;  the  House  of  Delegates,  however,  rejected  it. 
lo  1784  the  agitation  was  revived.  The  following  advertisement 
appeared  in  the  Baltimore  papers  : 

"  8acb  of  tb«  InbabitanU  as  are  desirous  of  promoting  the  establishment  of  a 
BitQk  In  the  Town  of  Baltimore  are  requestt'd  to  meet,    *    «    •     when  proposals  for 
rinij  Into  immcdlato  effect  an  Institution  eo  essentially  necessary  to  the  com- 
rrclnl  intcreats,  not  only  of  the  town,  bat  of  the  State  also,  will  be  laid  before 
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The  townspeople  entered  heartUy  into  the  scheme;  propoMlR  for  the 
bank  were  Immediately  published  and  sabscriptions  solicited.  The 
bank  wafl  to  be  Btyled  the  "  Bank  of  Maryland,"  and  the  capital  stock 
proposed  was  J300,000,  in  shares  of  $400,  payable  in  gold  or  silver. 
Withm  ten  days  160  shares  had  been  subscribed,  so  that  they  wereaW* 
to  proceed  to  the  election  of  directors. 

A  lively  discussion  was  carried  on  between  the  friends  and  oppo- 
nents of  the  bank  until  the  matter  was  finally  decided  by  the  I<egiii]& 
ture.  The  merchants  of  Baltimore  favored  it.  The  agricultural  »nd 
speculative  elements  opposed  it ;  the  former,  because  the  short  time  of 
loans  practically  excluded  them  from  borrowing,  the  rates  of  discount 
would  be  high.  They  also  argued  that  it  would  draw  capital  fiom  tli*- 
country  to  the  city,  and  thus  check  improvement  and  agricuUnrt".  The 
latter,  the  speculative  class,  preferred  State  issues.  It  was  nbiected 
also  that  it  would  aid  only  a  few.  The  300  shares  whidi  were  eub- 
Boribed  were  distributed  among  but  seventeen  persons. 

A  petition  for  a  charter  was  presented  to  the  Senate  at  the  Novem- 
ber session,  1784.  A  committee  of  the  House  of  Delegates  rvport««l 
favorably  upon  it,  and  a  bill  was  brought  in  to  charter  a  bank,  but  it 
wa«  finally  laid  over  until  the  next  session  of  the  Assembly,  ami  «<u 
not  called  up  again. 

For  six  years  no  further  attempt  was  made  to  start  a  bank  in  Mar? 
land.  The  year  1789  and  the  early  part  of  1790  formed  a  period  of 
considerable  depression  in  the  State.  A  revival,  however,  be({aoiiitb« 
spring  of  1790,  when  the  extraordinary  demand  in  Europe  for  f<'<'<' 
products,  resulting  from  the  breaking  out  of  the  French  Revolutiuu. 
began  to  be  felt  in  America. 

Lack  of  Phopkr  Crbdit  Fachjtiks. 

Credit  facilities  at  this  time  were  very  meagre,  and  a«  a  iwalt  c^ 
theae  conditions  an  applie^itiun  was  made  by  sundry  citixetis  to  th<- 
IToreinber  session  of  the  Assembly  for  a  charter  for  a  bank  to  be  «ll*d 
the  "Bank  of  Maryland."  In  this  case  the  petitioners  did  not  or>,'aii 
ize  a  partnership  tinder  articles  of  association  before  appi yinx  fer  a 
charter.  Perhaps  this  may  have  been  due  to  a  desire  to  prevent  public 
discussion  of  the  project  by  enemies  of  banks  who  had  been  so  vfl«c(- 
ive  in  preventing  the  passage  of  the  charter  in  1784.  Very  slight  uotfw 
of  the  bank  ap{)ear8  in  the  papers  before  It  had  received  a  diarter. 

The  assistance  of  industry  and  commerces  was  stated  to  be  the  mottv» 
in  establishing  a  bank.  The  bill  had  little  difficulty  in  pasaing ;  the 
final  vote  in  the  House  of  Delegates  was  fifty  one  affirmative  to  Mrren 
negative.  The  capital  stock  was  fixed  at  fSOO.OOd.  Sabeoriptioas  wen 
opened  in  Baltimore,  December  10,  1790.  aud  within  foart««ai  dayi 
(800,000  was  subtK<rib(>d,  the  amount  ueocwsary  to  be  subscribed  befon 
the  election  of  directors  might  oocar.  During  the  eosolog  jmt  thlf 
amount  was  paid  in,  and  the  bank  b«gaii  o^wrjitinnR     THa  r^tru 
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of  the  capital  stock  was  called  in  within  the  following  four  years. 
SnbficriptioDs  were  paid  in  foreign  gold  coins  at  68.  or  68.  8d.  the  pwt. , 
depending  npon  the  fineness.  Few  of  the  notes  of  the  Bank  of  North 
America  at  Pliiladelphia,  and  none  of  those  of  the  banks  of  New  York 
and  Hassacbasetts  had  reached  Baltimore  at  this  time. 

BIIAJ7CB  OK  THK    BA.NK  OF  THE    DWITBD   STATES   ESTABLISHED. 

An  addition  to  Balthnore's  banking  capital  occurred  in  1792,  when 
ie  Bonk  of  the  United  States  eHtabli»hed  a  branch  at  that  place  which 
lly  operated  a  capital  of  about  $5(30,000. 

In  171^3  the  Maryland  Legislature  granted  a  charter  to  the  Bank  of 
Joluuibia,  which  was  to  be  located  in  the  District  of  CoUimbia.  Tlie 
tkvowed  object  of  the  formation  of  the  bank  was  to  assist  in  the  prepa- 
ration of  the  District  for  occupancy  by  the  national  Oovemment.  The 
nominal  capital  was  $1,000,000.  It  immediately  passed  from  the  Juris- 
diction of  Maryland. 

During  the  years  1790  to  1800  the  Bank  of  Maryland  was  able  to 
declare  annual  dividends  of  twelve  per  cent.  Its  capital  was  far  be- 
low what  it  ujight  with  ease  hi^ve  employed.  In  1795  an  unsuccessful 
attempt  was  made  to  double  this  capital.  As  a  substitute  it  was  pro- 
posed to  establish  another  bank,   which  might  consolidate  with  the 

ik  of  Maryland,  upon  the  consent  of  both  parties.  This  clause  was 
rickeu  out  and  an  entirely  separate  institution  received  a  charter  in 
1795  as  the  Bank  of  Baltimore,  although  the  Bank  of  Maryland  be- 
'eame  a  snbscriber  to  its  stock. 

The  capital  of  the  bank  was  fixed  by  the  Legislature  at  S1,200,)X)0, 
though  the  petitioners  wanted  the  limit  placed  at  $3,000,000,  with  pro- 
vision for  increasing  it  ultimately  to  |!9,000,000,  as  the  growing  character 
of  Baltimore  trade  demanded  more  banking  accommodations. 

The  two  banks  bad  an  aggregate  capital  of  $1,500,000.  to  which 
there  was  added  by  the  United  States  branch  bank  at  Baltimore  about 
1600,000.  This  amount  could  be  very  actively  employed  in  a  town 
whose  export  trade  alone  was  of  an  annual  value  of  more  than  $9,000,- 
000.  and  which  wa-s  rapidly  growing,  to  say  nothing  of  other  coiumercial 
and  industrial  operations. 

DKCIilKK   IN  THE   EXPORT  TbADK. 

Maryland's  total  exports  for  1799  were  816,300,000.  After  this  time 
there  was  a  decrease,  due  chiefly  to  the  narrowing  of  the  market  (or 
American  breadstuffs  by  the  restoration  of  peace  in  Europe  In  1808, 
id  also  to  the  competition  of  Philadelphia  and  New  York  fur  Balti- 
sore's  trade.  By  1S03  the  lowest  point  had  been  reached ;  exports  had 
to  $5,100,000;  there  was  a  general  stagnation.  The  relapse  was 
measure  charged  to  Baltimore's  lack  of  banking  facilities  in 
aomparison  wiih  her  sister  cities.  It  was  estimated  that  $120,000  of 
paper  was  weekly  rejected  by  the  Baltimore  banks.     The  parties 
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seeking  accommodation  were  oompelled  to  patronize  brokers  «bo 
charged  them  excessive  rates.  Trade  was  thus  driven  away.  The 
rivalry  with  Philadelphia  and  Alexandria.  Va,,  was  very  keen.  Penn- 
sylvania at  tliis  time  had  !<ix  banks,  four  of  which  were  in  Philadelphia, 
whose  total  capital  was  Jl 0,000,000;  the  banking  capital  of  Now  York 
was  ^,500,000,  operated  by  seven  banks;  yet  the  trade  of  these  placa 
was  normally  about  the  same  as  Baltimore's.  Within  ten  years  the 
circulating  medium  of  Virginia,  Pennsylvania  and  New  York  had 
increased  about  fifty  per  cent ,  it  was  estimated,  whereas  in  MarrlBud 
it  had  remained  almost  stationary. 

To  assist  Baltimore  from  the  depression,  and  to  render  her  more 
nearly  equal  to  her  rivals  in  bauldng  capital,  the  Union  Bank  of  Mary- 
laud  was  organize<l.  The  articles  of  association  appeared  February  24, 
1804.  On  April  10  books  were  opened  for  subscriptions  of  stock,  an<l 
the  amount  requisite  to  enable  them  to  proceed  with  the  election  of 
directors  was  subscribed  in  one  day.  It  began  business  in  June.  IfW, 
as  a  limited  partnership  or  company,  and  it  was  thus  the  first  bank  b 
Maryland  to  begin  operations  w^ithout  first  having  procured  a  charter, 

The  capital  stock  was  |S,  000, 000,  in  shares  of  |I100,  of  wliicb  (2,313,- 
160  was  paid  in.  Subscription  books  were  opened  in  the  eoontiesi,  and 
600  shares  were  allotted  to  each  county  (1,000  to  Anne  Aruntf 
subscriptions.  Senators  and  delegates  were  made  county  comtuiaill 
in  charge  of  the  subscriptions.  Five  thousand  shares  were 
until  after  incorporation,  so  that  the  State,  if  it  desired,  might  sul 

The  articles  declared  the  liabiUty  of  the  company  to  be  Umit«d  to 
their  capital  stocli,  but  directors  were  personally  liable  for  dividend! 
declared  in  excess  of  profits.  Land,  ships,  and  merchandise  oonld  b« 
held  only  as  security.  The  partnership  was  to  terminate  in  1825,  anltm 
a  cliarter  was  received  before  that  time. 

Baxks  Fokmkd  To  Aid  AaRiciTLTtrRX. 

All  of  the  banks  thos  far  established  were  In  Baltimore,  And  ^ 
pre<«niinently  for  the  aid  of  its  commerce  and  manufacturesi 
agricultural  needs  had  not  yet  received  the  nece.s8ary  attentioo. 
a  view  to  assisting  the  farmer  class  especially,  the  Fanners'  Bank  n( 
Maryland  was  organized  in  August,  1801,  at  Annapolis,  and  a  branch 
bank  was  located  at  Easton,  and  later  (1807)  another  at  Frvdrrick. 

It  started  as  a  private  partnership.     The  articles  of  as^iciatioD  ap- 
peared early  in  August,  1804.    A  lively  discussion  was  provoked     Itwn* 
urged  that  the  agricultural  interest  did  not  require  and  o- 
port  such  an  institution,  and   that  the  commerce  of  A: 
Ea-itun  was  not  of  sufficient  niagnitude  to  need  it.     At  ■  the 

appUcatiun  of  the  Union  Bank  for  a  charter  was  being  opi-. ....  . ..  Ibe 

friends  of  the  old  iNVtiks,  who  wished  to  retain  the  monopoly  of  bMnkinff- 
The  Bauk  of  Baltiuioro  had  been  paying  rejnilurly  from  tm  U   '  ■   ' 
per  ceut.  in  divideuds,  and  its  stock  was  ipiuttxl  at  fSUU  (p:.. 
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nntoo  Bank  stock  was  selling  at  $8  to  flO  advance,  tboagb  it  was  stQl 
itninoorporatwl.  The  two  ijew  banks  wore  able  to  obtain  charters  from 
the  Deoenjber  eession  of  the  As-sembly,  1804,  by  banding  their  forces 
and  working  for  each  other  in  the  Assembly. 

At  Cliarlestown,  a  town  created  by  act  of  Assembly,  and  which 
soarcely  had  an  existence  except  on  paper,  a  private  bank  was  organized 
in  1SI>4  under  the  title  of  the  "  Fisherman's  Bank  of  Cliurlestowu."  A 
branch  was  placed  at  Turkey  Point.  The  nominal  capital  was  iJl.OOO,- 
000.  A  charter  was  never  obtained.  It  was  largely  a  means  of  booming 
the  town. 

The  renewal  of  the  Continental  wars  in  1804  again  made  a  market  for 
Maryland  products,  and  Maryland  commerce  and  manufactures,  which 
)iad  sunk  so  low  in  1803,  had  by  1806  again  almost  attained  that  degree 

t prosperity  which  was  reached  in  1799.  The  export  trade  in  1806 
Dunted  to  fl 4, 500, 000.  On  the  crest  of  this  wave  of  prosperity  the 
Mechanics'  Bank  of  Baltimore  was  chartered  in  1806  to  give  aid  espe- 
cially to  practical  mechanics  and  manufacturers.  The  capital  was 
$1,000,000,  of  which  $640,000  was  paid  in.  including  1^94,625  subscribed 
by  the  State. 

Cp  to  1807  Baltimore  and  Annapolis,  the  most  populous  and  leading 
indnstrial  cities  of  tbe  State,  were  the  seats  of  aU  the  banking  institn- 
tions.  In  the  Farmers'  Bank,  at  iVnnapolis,  one  of  the  aims  was  to  aid 
agricnltore.  In  1807  a  general  extension  of  banking  advantages  to  the 
varions  counties  by  locating  banks  in  the  most  important  county  town, 
was  begun.  The  first  bank  thus  established  was  the  Hagerstown  Bank, 
in  Washington  county.  Its  capital  was  ^50,000.  In  the  course  of  a 
few  years  banks  were  located  in  nearly  all  the  counties  of  the  State,  and 
on  January  1,  1810,  there  were  six  chartered  banks  doing  business 
with  an  aathorized  capital  of  $6,950,000,  of  which  $4,970,356  had  been 
paid  in. 

The  sources  of  the  legal  basis  of  banking  privileges  were  the  com- 
mon-law rigiit  and  special  charters  grunted  by  tbe  State.  In  some  of 
the  States  the  commou-law  privilege  was  from  an  early  date  restricted, 
both  to  secure  the  public  safety  and  also  on  account  of  the  granting  of 
monopoly  privileges  to  special  companies.  This,  however,  did  not 
occar  in  Maryland  until  1842.  Tlie  two  systems  coexisted  throughout 
the  early  part  of  our  period,  though  in  1817  a  partial  restriction  of  the 

rmon  law  right  occurred,  when  it  was  made  unlawful  for  persons  to 
[uate  fur  banking  purposes  without  first  procuring  a  charter.  The 
effect  of  thL»  law  was  to  prevent  companies  with  large  capital  from 
rojptytTipf  in  banking  without  charters,  but  it  did  not  apply  to  individ- 
■jlla.  Pereons  issuing  notes  were  in  1831  made  subject  to  the  same  laws 
%  banks  in  regard  to  the  denominations  of  the  notes  allowed  to  be 
issued,  but  the  power  to  issue  remained  intact  until  In  1842  the  State 
removed  it  by  le^al  eiiaotinent. 

Free  banking  under  a  general  law  was  frequently  under  debate  in 
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Maryland  during  the  forties  and  fifties,  and  ui  1852  a  bill  was  introdneed 
into  the  Legialatare  to  establish  sach  a  law,  bat  Its  passa^  was  defeated. 

A  Ttpicai,  Maryland  Baxk  Charter. 

Excepting  the  chart«r  of  the  Bank  of  Maryland,  the  charters  of  all 
Maryland  State  banks  follow  closely  the  form  of  that  of  the  Bank  of 
Baltimore,  which  was  established  in  1795,  the  ttecond  bank  in  the  Sutr 
Special  att<?ntion  was  given  by  the  House  of  Delegates  to  th<?  form  of 
the  charter,  and  it  served  as  a  type  for  the  charters  of  later  banks. 

Various  points  of  similarity  between  it  and  the  charter  of  the  fint 
Bank  of  the  United  States  indicate  that  the  latter  may  have  been  lued 
to  some  extient  as  a  model. 

The  location,  capital,  and  number  of  sharee  were  prescribed,  and 
thirty-Eix  persons  were  designated  to  receive  subscriptions  of  a  stated 
number  of  shares  in  Baltimore  and  in  each  of  the  eight4>en  (xmnti» 
The  books  were  to  be  kept  open  for  subf^criptions  not  less  than  three 
days  nor  longer  than  three  weeks.  Stock  subscribed  was  deemed  the 
property  of  the  person  in  whose  name  it  was  taken  in  spite  of  all  agrw- 
menta  to  the  contrary.  A  person  was  allowed  to  subscribe  not  moif 
tlian  twenty  shares  in  one  day,  though  if  too  many  shares  were  «ut- 
Btiribed,  tlie  largest  subscriptions  were  to  be  reduced  so  that  all  subscril^ 
ers  might  hold  some  stock.  Unsubscribed  shares  were  to  l^  laid  np«D 
for  subscription  in  Baltimore  after  four  weeks'  notice. 

Payment  of  subscriptions  was  divided  into  two  parts,  and  the  ill* 
part  was  subdivided  Into  thirds,  of  which  the  first  third  wa0  payable  V> 
the  Commissioners  of  Baltimore  previously  to  the  election  of  dlrectnn, 
after  two  months'  notice.  The  directors,  when  elected,  were  to  call  Ift 
the  remainder  by  Decejnber  1,  1797,  though  any  subscriber  could  pay 
up  his  stock  in  full  at  any  time  before  this  limit  and  draw  dividend*  uo 
the  amount  paid  in.  Failure  to  pay  the  first  third  forfeited  the  ngbt 
to  the  share. 

The  shareholders  were  to  elect  annually  a  board  of  fifteen  direeton  < 
who  were  to  choose  one  of  their  number  as  President.    As  soon  as  3.000 
shares  had  been  subscribed  and  91SO,000  paid  in  specie,  the  electioo  of 
directors  was  to  be  effect«d.     The  bank  was  allowed  to  begin  o[)iTnUoii^i 
when  $300,001)  had  been  paid  in  specie.     The  directors  were  empowered  [ 
to  apix>int  officers,  clerks  and  servants,  and  to  fix  their  couipeniuUioa. 

They  were  created  a  corporation  with  the  usual  powers  and  thaj 
following  provisionB  were  to  be  the  fnndamental  articles  t)f  ita  uunad* 
tunon : 

( 1 )  The  number  of  votes  to  which  each  stockholder  was  enliUed,  vi*. 
according  to  the  number  of  shares  he  held,  iu  the  following  piroportJon 
one  vote  for  each  share  up  to  two;  one  vote  for  every  two  atuuva  (root  j 
two  to  ten;  one  for  every  four  from  ten  to  thirty;  one  foe  every  •ax] 
from  thirty  to  sixty;  one  for  every  eight  from  rixty  to  one  liinMii«d.[ 
No  one  ooold  have  more  than  thirty  votes.    Sbaree  bad  to  be  held  I 
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lendar  months  previous  to  the  day  of  election  to  confer  the  right  of 
ting.  Stockliolders  actually  resident  within  the  United  States  and 
le  other  were  allowed  to  vote  by  proxy. 

(2)  One-third  of  the  directors  in  office  was  inelijjible  for  re-election 

t  next  yoar;  the  director  who  waj*  President  could  always  be  re-elected. 

r3)  Directors  had  to  be  citizens  of  the  United  States.     No  director 

another  bank  could  be  a  director  of  this  bank.     There  were  to  be 

Uf  yearly  di^idends  of  profits.     The  ptcK-kholders  were  to  receive  an 

mnal  stat<?inent  from  the  directors  of  surplus  profits  and  of  debts 

ipnid  at  the  expiration  of  the  oricinal  credit. 

i'4i  Compensation  of  the  President  and  directors  was  in  the  hands 
!  the  stockholders. 

(5)  Niue  directors  were  to  constitute  a  board  for  the  transaction  of 
less. 

(6)  Six  hundred  shares  of  stock,  §180,000,  were  to  be  reserved  for 
State,  of  which  not  over  ^0,000  might  be  paid  in  in  any  one  year. 

(7)  A  meeting  of  the  t-tockholders  could  be  called  by  sixty  or  more 
nkholders  representing  at  leai^t  two  hundred  shares.     Ten  weeks' 

Mice  of  the  meeting  had  to  be  given  and  its  object  specified. 

(8)  Neglect  to  pay  any  installment  of  the  capital  forfeited  the  benefit 
of  any  dividend  having  accrued  prior  to  the  time  of  making  the  pay- 
tent  or  during  it«  delay. 

(9)  Bond  of  at  least  (50,000,  with  two  or  more  acceptable  sureties, 
required  of  each  Cashier  or  Treasurer, 

(10)  The  corporation  could  only  hold  such  lands  and  tenements  as 
I  DeC808ary  f or  its  accommodation  in  the  transaction  of  its  business, 

id  aach  as  were  mortgaged  to  it  eis  security,  or  conveyed  in  satisfac- 
of  debts  previously  contracted,  or  purchased  at  sales  upon  Judg- 
pnts  obtained  f«>r  such  debts, 

(11)  The  corporation  could  only  deal  in  bills  of  exchange,  promissory 
Otes,  gold  or  silver  bullion,  or  in  the  sale  of  the  produce  of  its  lands. 

per  cent,  per  aniiimi  wn^  ihe  maximum  rate  for  loans  and  discounts. 

(12)  A  loan  of  more  than  850,000  to  the  St.ate  of  Maryland,  to  the 
Pkiited  States,  or  to  any  State,  or  of  any  amount  wliatsoever  to  a  for- 

State,  required  legislative  sanction. 

(13)  Stock  was  transferable  according  to  the  by-laws  of  the  cor- 
^ration. 

(14)  Bills  obligatory  and  of  credit  made  to  any  person  or  persons 
ere  to  be  afisiguable  by  endorsement ;  bills  or  notes  of  the  bank  pay- 
Ue  to  bearer  were  made  negotiable  by  delivery  only. 

(15)  A  prescribed  form  of  oath  for  directors  and  Cashier. 

(16)  If  the  corporation  dealt  in  any  goods  contrary  to  this  act,  treble 
ie  vidue  of  the  goodi*  so  dealt  in  was  to  be  forfeited. 

(17)  If  loans  were  made  in  violation  of  the  twelfth  article,  three 
lies  the  amount  so  loaned  was  to  be  forfeited. 

(18)  The  total  amount  of  the  debts  which  the  corporation  might  at 
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any  time  owe,  not  considering  deposits  for  safe  keeping  as  a  debt  within 
the  meaning  of  this  provision,  might  not  exceed  double  the  amoont  of 
the  capital  actually  paid  in.  Directors  under  whose  administration  uif 
excess  occurred  were  made  personally  liable  for  it,  in  addition  to  the 
liability  of  the  corporation.  Directors  who  were  abeent  when  thf 
excess  was  created  or  who  dissented  from  the  resolution  creatine  it. 
might  exonerate  tliemselvea  by  giving  notice  to  the  Gtovemor  of  the 
State  or  to  the  stockholders, 

(19)  The  Treasurer  for  the  Western  Shore  was  to  be  ftimisbed  anno 
ally,  or  nftener  if  required,  with  statements  of  the  amount  of  the  capi- 
tal, the  debts  due  to  and  from  it,  the  deposits,  the  notes  in  circalaunn. 
the  cash  in  hand  and  profits.  He  was  given  power  to  inspect  the  boob 
and  accounts  of  the  bank,  so  far  as  was  necessary  relative  U>  the  pablir 
safety  aad  the  profits  belonging  to  the  State,  bat  be  was  not  allowacl  to 
inspect  private  accounts. 

(20)  The  State  whenever  it  held  f;6C,000  stock  was  entitled  to  appo^t 
two  directors,  to  be  elected  one  each  by  the  Honse  and  Senate. 

(21)  The  capital  stock  and  funds  of  the  l)ank  were  deemed  penooal 
and  nut  real  estate. 

(22)  The  bemk  was  prohibited  from  iBsuing  notes  of  a  le»  dumominii- 
tion  than  five  dollars. 

The  duration  of  the  act  wa£  limited  to  twenty  years. 

The  charter  of  the  Bank  of  Maryland,  established  in  1790,  dlihnd 
materially  from  that  of  the  Bank  of  Baltimore.  The  pri^'ileges granted 
were  greater,  and  there  were  no  pro\i8ions  corresponding  to  the  fntula 
mental  articles  of  the  charter  of  the  Bank  of  Baltimore.  The  sabscvip- 
tion  of  the  capital,  $300,000,  was  not  allotted  among  the  countkt. 
Provisions  regarding  the  capital,  payment  of  subscriptions,  votimc. 
election  of  officers  were  similar  to  those  of  the  charter  described.  A 
committee  of  three,  chosen  quarterly  from  the  directors,  wna  t<>  inspect 
the  accounts  of  the  bank  weekly.  The  liability  of  stockholder*  extended 
only  to  the  amount  of  the  stock.     The  charter  was  pcr[>etuaL 

There  were  special  provisions  relating  to  fraud,  rt>bbery  and  d«tiU 
Any  officer  or  stockholder  convicted  of  fraud  forfeited  his  stock  to  th*  I 
company,  in  addition  to  the  remedy  which  might  be  had  in  the  tuuv  j 
of  the  company.      Forging  or  counterfeiting  was  felony, 
witli  servitude,  seven  years  or  less.     Stealing  bank  uoteii  waa 
able  as  if  other  goods  of  the  same  value  had  been  taken. 

No  limits  were  prescribed  to  the  debts  of  the  bank,  none  to  £ts  i 
It  was  not  required  to  make  an  annual  report  to  the  Legiidalure. 

Bomb  Fraturbs  of  Early  MARTi,Ajn>  Baxkhko. 

The  monopolistic  element  in  bunking  was  <-:■■  - 
Maryland.     A  clause  of  tite  State  conMitution  li: 
Two  means  were  adopted  tu  render  Iiunk5  of  a  pul>lK-  ctiaract<7.     Firf*. 
the  State  roacrved  the  power  iu  the  charter  tu  subticribo  a  »pecifl«<i 
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mt  to  the  capital  stock  of  each  bank.  As  early  as  1803  the  State 
Used  this  pri\'ilege  a«  an  investuient  for  its  unemployed  fimda  by 
np  the  amount  of  220  shares,  out  of  600  reserved,  in  the  Bank 
Itiiuore.  The  State  did  not  subscrilie  in  all  the  banks,  but  by 
ftome  8took  had  been  paid  np  in  each  of  the  city  banks,  and  in 
county  banks.  The  State  subscribed  to  the  Ktock  of  no  banks 
ilubed  after  1811.  The  maximum  reached  by  the  Btate  subscrip- 
I  tra*  t640,000.  The  revenue  which  it  yielded  ranged  from  $30,000 
to  #40,000  per  annum.  The  amount  reserved  for  subscription  by  the 
8tat«  varied  from  one-third  to  one-tenth  of  the  capital. 

lu  a  second  manner  the  interest  in  banks  was  made  general,  and 
tbey  were  prevented  from  becoming  too  great  a  power  in  the  hands  of 
k  few.  The  subscription  of  the  capital  stock  of  the  early  banks  char- 
tered by  the  State  Legislature,  unless  they  had  been  previously  organ- 
ized as  partnerships,  was  apportioned  among  the  twenty-two  counties 
of  the  State.     A  committee,  usually  of  three,  was  appointed  to  receive 

Iibscriptions  at  the  county  seat  of  each  county.     Persona  non-resident 
the  county  could  not  subscribe  until  after  the  lapse  of  a  specified 
BeL      Shares  remaining  untaken  at  the  expiration  of  the  time  limit 
nld  be  subscribed  by  any  one,  -and  if  they  still  remained  untaken, 
they  were  offered  in  Baltimore  after  notice  given  in  the  papers. 

Of  the  eleven  banks  which  had  been  chartered  in  Baltimore  before 
1812,  six  started  as  private  partnerships,  tliouglt  when  charters  were 
obtained  by  most  of  the.se,  their  capital  stock  was  distributed  through- 
oat  the  State  for  subscription.  In  1817  it  was  forbidden  by  law  to 
orgAoize  a  banking  company  without  having  first  procured  a  cliarter. 
The  object  of  the  law  was  to  prevent  the  rapid  increase  of  banking 
oi^ganizations.     However,   by  this  time  the  establishment  of  banks 

rughout  the  counties  ha<l  put  at  rest  the  cry  against  the  privileged 
and  against  the  absorption  by  the  city,  of  the  free  capital  of  the 
eoantry  districts. 

The  right  to  issue  promissory  notes  to  circulate  as  money  is  in  no 
■^  specifically  granted,  inasmuch  as  at  this  time  the  common-law 
privilege  of  every  one  to  issue,  had  not  been  restricted. 

The  only  limit  placed  upon  the  issue  of  notes  was  that  the  total 

K debts  which  a  bank  might  at  any  time  owe  should  not  exceed  twice 
)  amount  of  the  c&pit4U  actually  paid  in.  This  limit  was  of  little 
effect.  Only  in  one  or  two  cases  of  the  most  reckless  banking  did  the 
jsbts  approach  ic  The  personal  liability  of  the  directors  for  any  excess 
B  debts  over  this  amount  was,  therefore,  only  an  empty  form,  since 
^bre  was  little  probability  of  reaching  this  mark  in  practice.  However, 
B*  introduction  of  the  principle  of  personal  liability  was  valuable,  and 
the  path  to  its  future  use  was  made  easier. 

The  clause  of  the  charter  which  required  that  the  capital  be  paid  in 
]«gal  money  proved  a  very  salutary  one.     Usually  one-fourth  of  the 
capital  was  required  to  be  in  hand  in  specie  before  operations 
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ooutd  be  begun.  This  compelled  the  banks  organized  between  1795  aod 
1810  to  be  foanded  upon  a  solid  capital.  Up  to  this  time  no  evidence 
can  be  found  that  the  installnients  of  capital  were  paid  with  stock  uotei 

The  busineBS  which  the  banks  might  enga^^  in  was  carefally  restriotid 
to  banking  operations  exclusively,  in  which  were  included  the  fuoetloai 
of  discount,  deposit  and  issue.  The  holding  of  real  estate  was  eipretaly 
prohibited,  except  so  far  as  It  was  necessary  to  conduct  business,  and 
except  also  land  mortgaged  or  purchased  in  satisfactiou  of  debt,  or  held 
as  security.  Real  estate  was  not  allowed  to  remain  in  the  poaoeosioo 
of  the  bank  more  than  three  years.  It  was  not  forbidden  to  loon  npoo 
mortgage  security;  country  banks  were  expressly  permitted  to  loos 
upon  land.  The  Mechanics'  Bank  also  was  allowed  ity  loan  to  practical 
mechanics  and  manufacturers  on  property  security  up  to  one-eigbtli  of 
its  paid-in  capital,  but  no  loan  was  to  be  made  for  more  than  f3.000,  nor 
for  lunger  than  two  years.  Commercial  operations  were  tuoaUy  CMp*- 
cially  forbidden  to  the  banks. 

The  monopoly  of  banking  was  not  given  to  the  cltortered  baoki, 
though  they  enjoyed  an  advantage  over  unincorporated  banks  tlirou^ 
their  limited  liability. 

In  1806  a  provision  was  introduced  into  the  charter  of  the  Me 
ics'  Bank  requiring  a  reservation  of  one  per  cent,  of  its  capital  from  «tf> 
plus  profits  as  a  contingency  fund.  The  principle  became  common  bj 
insertion  in  other  charters,  but  it  did  not  appear  in  all.  aTlie  fund  w«» 
not  applicable  to  any  particular  sort  of  liability,  but  to  all  in  general 

In  1793  an  act  was  passed  making  the  forgery,  or  counterfeiting,  or 
stealing,  or  knowingly  passing  such  notes  of  any  bank  of  the  United 
States  felony,  and  punishable  as  if  goods  of  like  value  had  been  stolM, 
This  simply  made  general  the  application  of  the  law  paned  with  refer 
«nce  to  the  Bank  of  Maryland.  In  17d7  the  same  was  applied  to  th* 
forging  of  checks  and  orders.  Forgery  on  a  bank  wajs  made  puniabablc , 
by  death  in  1806,  but  this  extreme  measure  was  repealed  after  two  jr^ 
No  executions  occurred  under  it.  The  much  milder  penaity  of  fli 
ten  years  in  the  penitentiary  was  fixed  upon  in  1809. 

The  presence  in  Baltimore  of  the  branch  of  the  Bank  of  the  Unltvd 
States  had  a  salutary  effect  \ipon  Maryland  bonks.  The  policy  of  tlw 
Bank  of  the  United  8tate9  wa.s  always  to  restrict  as  far  as  passible  State 
bank  circulation.  This  was  accomplished  by  the  frequent  return  o(  tbr  ' 
State  bank  notes  received  over  it«  counters.  Naturally  the  8tat«  iMiika 
were  strenuous  in  tlielr  objections  to  what  they  called  the  oppraniaoflt 
the  "  monster"  bonk,  but  on  the  whole  the  competition  was  benufloial 
in  reducing  issues  and  in  fixing  the  habit  of  daily  exchanges  between 
the  banks, 

The  directors  were  usually  men  enga^ied  in  mercantile  parmiHa  wlio  | 
were  broadly  acquainted  in  business  oiroles,  and  who  kuew  tlie 
ing  of  parties  liable  to  call  for  loans.     To  secure  a  broader  tiuritory  fruitt 
which  to  draw  its  (mtrons,  the  Fanuers'  Bank  of  Maryland  adofii~l  'H' 
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ilan  of  having  a  director  from  each  couQty  who  might  be  able  as  an 
lotermediarT  to  extend  banking  facilities  into  his  count  v,  and  who  might 
also  have  the  necessary  knowledge  of  parties  of  his  locality  asking  the 
bank  for  accouoiodations. 

To  prevent  the  banks  from  falling  into  the  Iiands  of  a  few  individ- 
•  system  of  rotation  of  directors  prevailed. 


Limitation  on  Loans  to  DiKBcroRa. 


^H  The  directors,  since  they  were  usually  tnen  in  mercantile  or  oommer- 
^H|ial  bofiiness,  especially  appreciated  banking  facilities,  and  in  many  eases 
^^Qiey  were  the  ones  who  mast  needed  discounts,  yet  there  can  be  no 
doubt  that  they  enjoyed  especial  favors  at  the  bank,  both  in  respect  to 
rates  and  amounts  of  discounts.  In  the  charter  of  the  Farmers'  Bank 
at  Annapolis  a  clause  was  inserted  which  prohibited  directors  from  re- 
ceiving discounts  on  different  terms  from  others.  A  second  step  was 
immediately  taken  placing  a  definite  limit  to  the  amount  of  discounts 
which  directors  might  receive. 

The  board  of  direct<jr8  for  the  transaction  of  business  usually  con- 
sisted of  from  six  to  nine,  of  whom  the  President  was  one;  but  four  or 
I       five  directors  were  allowed  to  constitute  a  board  for  making  discounts 
'       only.     Discounts  were  made  on  two  days  of  the  week,  and  two  accept- 
able sureties  were  required  on  each  paper.     The  maximum  rate  lawful 
for  the  banks  to  charge  on  loans  and  discounts  was  fixed  at  six  per  cent, 
per  annum.     If  infonuation  was  given  and  supported  to  the  satisfaction 
^^of  the  majority  of  the  board  or  quorum  of  directors  that  any  director  or 
^^pther  officer  had  in  any  way  been  concerned  in  taking  usury,  he  lost  his 
^^eat.     After  1806  this  provision  was  Inserted  in  the  charters. 
[  In  respect  to  discount  time  the  provisions  in  the  various  charters 

ed,  the  country  banks  as  a  rule  being  aUowed  to  di.scount  for  a  longer 
ine  than  city  banks,  and  those  discotinting  on  real  security  for  a  lunger 
ue  than  those  taking  only  personal  security.     There  was  no  general 
w  on  either  the  time  or  rate  of  discounts,  but  after  1806  each  was  reg- 
ulated by  a  clause  of  the  charter.     The  Mechanics'  Bank  discounted 
notes  or  bills  on  personal  security  for  120  days;  on  property  security  the 
maximum  time  was  two  years.     For  tiie  Hagerstown  Bank  the  discount 
time  was  six  months.     In  Baltimore  at  this  time  the  major  part  of  the 
loans  were  upon  personal  security.     It  was  impossible  to  obtain  collat- 
eral for  any  con.>jiderabIe  portion  of  the  business.     Loans  were  made  to 
some  extent  also  upon  real  security ;  in  the  country  most  loans  were  se- 
cured either  primarily  or  ultimately  by  real  property. 

■  Thb  Scotch  System  of  Cash  Crkdits  Introduced. 

A  feature  pecuUar  to  the  Scotch  banks  was  introduced  into  Mary- 
land by  the  Farmers'  Bank  at  Annapolis;  this  was  the  system  of  cash 
aoooantfl.     An  account  of  this  sort  might  be  op>ened  on  application  of 
fanner,  mechanic  or  manufacturer  for  sums  from  ilOO  to  $1,000, 
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whereby  the  party  luight  draw  or  pay  in  any  sum  not  lee^  than  |S0  at 
anyone  time,  and  on  which  settlenientA  were  to  be  made  semi-anniMlly, 
the  party  drawing  cash  to  pay  interest  for  what  he  might  owe  at  frii  pw 
cent,  per  annum,  to  be  deducted  on  opening  the  account,  and  to  be 
allowed  interest  on  all  sumn  returned  from  the  time  of  paymeot  Th« 
party  opening  the  account  had  to  give  good  personal  or  real  sewuily. 
The  direetors  were  not  obliged  to  lend  money  on  such  cash  acooontstu 
a  greater  amount  at  any  one  time,  than  one-flfth  part  of  their  CApiiol. 
An  attempt  was  made  in  1804  to  introduce  this  feature  Into  tlie  praotioe 
of  both  the  Bank  of  Baltimore  amd  the  Union  Bank.  A  special  obji>ct 
of  tlie  formation  of  the  Farmers'  Bank  was  the  encouragement  of  agri- 
culture, and  thiR  was  practically  but  another  method  of  loaning  apuo 
real  security,  since  most  of  the  bank's  patrons  were  farmers  with  little 
other  available  security. 

PaYUKNT  of  IlTTRBBST  OS  DkPOBITS. 

The  practice  of  paying  interest  on  deposits  was  first  introduced! 
America  by  the  Farmers'  Bank  of  Maryland.  Deposits  for  a  period  of 
at  least  six  months  drew  interest  at  the  rate  of  four  per  cent,  per  an- 
nam ;  three  per  cent,  was  paid  on  deposits  drawable  on  demand.  The 
directors  of  the  Farmers'  Bank  were  empowered  to  issue  notes  on  snefa 
deposits  as  they  might  Judge  prudent,  up  to  the  amount  of  tlie  deporita 
The  practice  of  paying  interest  on  deposits  became  general  at  a  iitCfJ 
time. 

It  has  been  impossible  to  ascertain  the  amount  of  the  oiren 
Maryland  bank  not«s  at  this  time.  The  Cnited  States  Bank  and  iu 
branches  were  efficient  in  keeping  State  bank  issues  in  check;  alaotfaa 
prohibition  from  issuing  notes  of  a  less  denomination  than  f6  acted  W 
a  restriction  upon  issues,  in  that  it  kept  an  amount  of  small  coin  alwaft 
in  circulation. 

It  was  usual  for  the  banks  to  try  to  maintain  an  amount  of  oaah  oo 
hand  equal  to  one-third  of   their  circulation.     This    proportioa  wn 
familiar  from  the  custom  of  the  Bank  of  the  United  States  and  of  the 
Bank  of  England.     There  was  no  legal  requirement  in  Maryland  tii3S$  | 
the  amount  to  be  held..    The  directors  were  personally  liable  fur  dii1-j 
dends  declared  in  excess  of  profits. 

A  Pkriod  of  Expansion,  1810-1818, 

The  development  of  State  banking  in  Maryland  proeeed«)d  slowly 
and  naturally  from  the  establishment  of  the  Bank  of  Maryland  In  17V> 
with  $300,000  capital,  up  to  the  end  of  1807,  when  the  total  bauUnirj 
capital  was  17,450,000,  mcluding  §!.^0().000  in  the  branch  of  the  L'nll 
States  Bank  at  Baltimore.  There  lind  been  95,500,000  of  thb  toUlj 
actually  paid  in. 

From  1806  to  1810  Maryland  industries  were  in  an  ansettl«*d  Modi-] 
lion,  owing  to  interruptions  by  the  belligerents  of  Burop*. 
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interference,  the  Berlin  and  Milan  decrees  of  1807,  and  the  em- 
I  of  1807,  had  aJmoet  ruined  Maryland's  export  trade.  In  March, 
1fi09,  the  embargo  was  raised,  and  conditions  immediately  improved ; 
exports  juuiped  from  12,700,000  for  1808  to  t6,600,(X)O  for  1809.  This 
period  of  prosperity  was  only  checked  by  tlie  War  of  1818,  and  after  its 
termination  Maryland  trade  assumed  its  normal  proportions. 

This  state  of  alTairs  is  reflected  in  the  banking  history.  No  increase 
of  banking  capital  occurred  during  the  years  1806-9.  In  1810,  coinci- 
dent with  a  revival  of  trade,  a  period  of  rapid  expansion  began,  which 
extended  over  eight  year». 

During  these  eight  years  banks  were  located  in  the  industrial  centers 
of  the  most  advanced  counties  of  the  State;  fourteen  of  the  nineteen 
chartered  during  these  years  were  in  the  coimties.  There  was  no  in- 
crease in  the  amount  of  the  nominal  capital  of  the  old  banks. 

The  increase  of  banking  institutions  began  in  1810,  when  the  Assem- 
bly granted  Ave  new  cliarters  for  banks,  of  which  four  were  to  be  located 
io  Baltimore,  the  fifth  at  Elkton,  in  Cecil  county.  The  Baltimore  banks 
wer«»  the  Marine,  the  Commercial  and  Farmers',  the  Farmers  and  Mer- 
chants', and  the  Franklin,  and  they  embodied  a  nominal  capital  of 
$2,700,000.  All  of  these  banks  organized  under  articles  of  association 
before  applying  for  charters.  The  Commercial  and  Farmers'  Bank  had 
been  under  discuitsion  for  some  time,  and  its  organization  had  been  de- 
cided upon  in  order  to  bring  banking  advantages  nearer  to  the  mer- 
chants in  the  upper  part  of  the  town.  Subscriptions  to  its  stock  were 
well  advanced  when  notice  of  the  projected  establishment  of  the  other 
banks  was  sprung  upon  the  public  by  the  pubUcation  of  their  articlett 
of  aasooiation.  The  State  became  a  subscriber  to  the  stock  of  each  of 
them. 

The  discussion  evoked  by  the  organization  of  these  apparently  un- 
called-for banks  was  not,  however,  without  fruit.  To  prevent  a  repeti- 
tion of  this  occurrence  the  General  Assembly  immediately  passed  au 
a*'t  "to  prevent  the  increase  of  banking  companies,"  by  wliich  persons 
were  prohibited  from  associating  for  the  purpose  of  forming  a  banking 
company  without  first  applying  for  a  charter.  Each  person  acting  as 
commiss^ipner  for  such  parties  was  made  liable  to  forfeit  ^,000,  and 
each  subscriber  ^00.  The  effect  of  this  was  to  enable  the  Assembly  to 
control  completely  the  increase  of  banking  companies,  and  thus  to  ena- 
ble theni  to  check  at  tlie  start  the  mania  which  was  growing  apace  in 
other  States. 

Great  alarm  was  occasioned  in  the  State  in  1812,  when  it  was  found 
that  a  company  had  dared  to  organize  under  articles  of  association. 
The  City  Bank  of  Baltimore  was  formed  as  a  private  partnership  in 
1811,  and  over  $800, 000  of  its  stock  had  been  subscribed  before  it  asked 
for  a  charter.  In  1812  one  was  granted  which  fixed  the  capital  at 
$1,500,000,  of  825  shares,  of  which  4,000  shares  were  reserved  for  the 
and  27,600  shares  were  distributed  among  the  counties  for  sub- 
i\ 
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scription.  The  remainder  was  taken  In  Baltimore.  There  is  no  evi- 
dence that  the  penalty  for  violation  of  the  law  was  iinpoeed  upon 
them. 

Ho  other  banks  were  chartered  hi  Baldmore  untH  1835.  In  1813  the 
monopoly  of  banking  in  Baltimore  was  oonferred  on  the  banks  than 
existing. 

The  banks  which  were  organized  in  the  counties  were  largely  to  m 
sixt  the  agricultural  class,  though  manufacturing  was  becoming  on  bu 
portant  interest,  and,  especially  in  the  western  counties,  mining  aiui 
lumbering  operations  had  already  assumed  large  dimensions. 

The  Elktun  Bank  was  started  with  the  primary  object  of  aiding  Uk 
flour  trade  of  that  town.  And  thus  special  circumstances  in  each  caw 
were  of  influence.  Between  1810  and  1817  sixteen  bonks  were  estab- 
lished in  twelve  counties,  having  a  capital  of  t3,450,0O0.  Three  of 
these,  having  a  total  capital  of  $550,000,  did  not  open  for  bosness. 

From  seven  banks  in  1809,  with  a  nominal  capital  of  ^,450,000,  of 
which  $5,500,000  had  been  paid  in,  the  number  had  risen  In  lBl7to 
twenty-two,  whose  nominal  capital  was  |14. 750, 000,  of  which  t8,500,OWl 
was  paid  in.  About  $500, 000  had  been  withdrawn  by  the  closing  of  tb* 
branch  of  the  United  States  Bank  at  Baltimore. 

As  I^TBDSTRIAI.  EXPERIMRirr  BY  THS  BaSTKS;   RBCHASTER  ASD 

Taxation. 

The  period  of  duration  of  all  the  cluuters  granted  by  the  8UMe^  a- 
cept  that  of  the  Bank  of  Maryland,  was  specified;  1815  was  the  tiBWof 
expiration  of  all  the  charters  given  before  that  date.  When  the  qM*- 
tion  of  recharter  arose,  Maryland  was  in  the  heat  of  the  iut 
provement  discussion.  The  popular  favor  of  this  policy  was 
and  roads,  bridges  and  canals  were  being  planne<l  on  a  broad  and  | 
tematic  scale  to  bring  all  sections  of  the  State  within  easy  oonmn 
tion  of  their  port,  Baltimore. 

Another  circumstance  opened  up  a  course  of  actioa.  A  laise  de- 
ment of  the  people  was  hostile  to  the  banks,  either  owing  to  fear  of 
their  power  or  to  personal  reasons,  or  to  dread  of  oonditioos  In  iinrf- 
land  similar  to  those  in  other  States,  concerning  the  horron  of  wliidk 
the  periodicals  of  the  day  expatiated  with  the  utmost  vigor.  Tb«  pea- 
pie  generally  agreed  that  the  banks  should  pay  to  the  State  aomeratan 
for  the  considerable  privileges  bestowed  upon  them.  Under  tiieae  ef- 
eumstances  it  was  decided  to  harness  upon  the  banks  tbe  cooatroetiaii 
of  some  of  the  new  roads  in  return  for  the  oontinaation  of  tluiir  axpir  | 
ing  charters. 

Early  in  1813  there  was  passed  an  act  "to  Incorporate  n  aoiaiiany  ta 
make  a  turnpike  road  leading  io  Cumberland,  and  for  the  rif«nsfcin  of 
the  charters  of  the  several  banks  in  this  State,  and  for  other  fwupiwa' 
By  this  act  the  charters  of  all  the  banks  in  the  8tat«>  were  extended  lo 
ffovember  1.  1835,  upon  two  condition*— first,  tltat  thn  b«nka  vi.  Bal^ 
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more  and  of  WaBhington  eounty  sotMMsribed  for  as  much  stock  as  woald 
raise  a  fond  necessary  and  sufficient  to  complete  the  road  to  Cumber- 
land; secondly,  that  all  the  banks  of  the  State  paid  annually  daring  the 
oontinnation  of  their  charters  under  this  act  (20,000  into  the  treasury, 
to  be  used  as  a  fund  for  the  support  of  county  schools  and  to  be  divided 
eqpially  among  the  counties.  Subscription  to  the  road  stock  and  con- 
tribotion  to  the  school  fond  were  to  be  made  in  proportion  to  capital 
actually  paid  in,  or  that  might  be  paid  in  from  year  to  year.  Managers 
for  the  road  company  were  to  be  chosen  by  the  banks  from  their  stock- 
holders at  the  rate  of  one  manager  for  every  926,000  of  stock  subscribed, 
though  each  bank  subscribing  was  allowed  to  appoint  one  manager. 
The  charters  of  banks  not  complying  with  the  terms  of  this  act  were 
not  extended.  Unless  the  banks  expressed  their  agreement  to  it  before 
October  1,  1813,  it  was  to  cease  to  be  effective. 

The  bulks  did  not  agree  to  the  proposition,  but  certain  adjustments 
were  made  and  embodied  in  a  supplement  to  the  preceding  act,  which 
passed  the  Assembly  at  the  December  session  of  1813,  and  received  the 
approbation  of  the  banks. 

The  leading  points  of  difference  between  the  two  acts  were  : 

1.  The  number  of  banks  subscribing  to  the  road  was  increased.  It 
now  included  the  banks  of  Baltimore,  the  Hagerstown,  the  Conoco- 
cheague  and  the  Cumberland  Bank  of  Alleghany.  * 

2.  The  President  and  directors,  for  the  time  being,  of  these  banks 
were  specifically  incorporated  "  The  President,  Managers  and  Company 
of  the  Cumberland  Turnpike  Road." 

3.  The  charters  of  the  banks  were  continued  to  January  1,  1835. 

4.  The  annual  tax  of  $20,000  for  the  school  fund,  apportioned  among 
all  the  banks  of  the  State,  was  changed  to  a  tax  of  twenty  cents  on  the 
hundred  dollars  of  capital  paid  in,  or  paid  in  thereafter.  This  provis- 
ion was  to  come  into  operation  January  1,  1815.  The  banks  could 
exempt  themselves  from  this  tax  by  paying  to  the  Treasurer  before  Jan- 
uary 1,  1816,  «200,000. 

5.  The  fund  was  pledged  for  the  establishment  of  a  general  system  of 
free  schools  throughout  the  State,  and  was  to  be  equally  divided  among 
the  counties.  This  fund  was  to  be  kept  separate  from  the  general  funds 
of  the  State,  and  was  to  be  invested,  together  with  the  dividends  from 
it,  in  the  shares  reserved  for  the  State  in  the  Commercial  and  Farmers' 
and  the  Mechanics'  Banks  of  Baltimore,  and  an  annual  report  thereof 

*  It  l8  recorded  that  tfae  Oeneral  Aassembly  of  the  State  of  Maryland  authorized  the 
incorporatJon  of  the  **  Cumberland  Bank  of  Allegany  "  In  1811,  and  that  it  began  busi- 
new  early  in  the  year  1812.  Itisalsorelated  that  when  the  bank  issued  its  notea,  bysome 
mlsnnderstandlng  as  to  the  orthography  of  that  much-abused  word  "Allegany,"  the 
encrraver  spelled  It  "  Alleghany,"  and  as  the  notes  had  been  put  in  circulation  before 
the  error  was  discovered.  In  order  to  avoid  the  expense  of  new  plates,  as  well  as  the 
iDConTenieooe  of  calling  in  the  circulation,  an  act  was  secured  at  tfae  June  session  of 
tb«  Legislature,  in  1812,  changing  the  name  to  "The  Cumberland  Bank  of  Alleghany." 
which  form  of  title  It  held  to  the  end  of  its  career.— Bobert  Shriver,  8d  Ann.  Conv. 
Jfd.  Bkra.  Assn.,  Cumberland,  June  3, 1887. 
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to  the  General  Assembly  was  required.  The  road  became  the  protwHy 
of  the  banks. 

Bonks  accepting  these  provisions  were  continued  until  18S5;  thou 
neglecting  them  forfeited  their  charters.  On  the  other  hand.  theStet* 
pledged  itself  to  the  banks  to  hupose  upon  them  no  other  t&i  during 
the  continuation  of  this  act,  and  to  the  banks  of  Baltimore  it  promised 
to  grant  a  charter  to  no  other  baukiug  institution  to  bo  establisbed  iii 
the  city  or  precincts  of  Baltimore  before  January  1,  1835. 

The  banks  did  not  regard  the  compulsion  to  subscribe  the  road  stock 
as  a  serious  burden.  It  was  expected  that  tlie  tolls  wouki  be  of  con- 
siderable amount,  and  that  after  a  few  years  the  stock  would  be  a  viUa- 
able  resource.  All  the  banks  of  the  State  agreed  to  the  act  witJiin  tiit! 
specified  time  limit  or  shortly  thereafter,  and  were  absolved  from  tbe 
penalty  of  forfeiture  of  charter. 

In  1821  the  banks  expressed  their  willingneBS  to  undertake  the  con- 
struction of  tbe  Boonsborough  and  Hagerstown  turnpike  road.  Ttiif 
same  idea  was  frequently  acted  upon  thereafter. 

The  idea  of  a  tax  on  bank  stock  to  raise  a  school  fund  w»  Mt 
new  in  1S12.  In  1810  a  bill  to  tax  canal,  road  and  banking  oorporationi 
for  tliis  purpose  passed  the  House  of  Delegates,  but  wasdeteated  in  tbe 
Senate.  The  tax  on  bank  stock  laid  by  the  law  of  1813,  Chapter  13S, 
continued  in  force  until  1863,  and  yielded  a  fund  varying  in  aioooDt 
from  |30,CK)0  to  ^0,000  per  annum.  No  other  tax  was  imposed  up  to 
1835,  at  which  time  the  act  expired. 

SusPEKSioir  OF  Spkcib  Payub^ts  is  1814. 

The  suspension  of  1814  was  a  general  one,  but  the  cause*  leading  np 
to  it  were  of  especial  force  in  Maryland.  The  demand  for  sp«oie  mt 
increased  by  the  commercial  restrictions  caused  by  the  blockade  ol 
United  States  ports.  Maryland  exports,  from  $6,833,000  in  1811,  dropped 
to  (3,787,000  in  1813,  and  f248,434  in  1814.  The  sudden  drop  in  Matt 
land's  exports  of  produce  in  1814  necessitated  other  modes  of  payiudnt 
for  her  imports.  The  Eastern  States,  too,  had  imported  larirely,  aad 
specie  for  repayment  was  required.  Tbe  enlargemciit  of  the  bank  el^ 
culation  in  the  Middle  States  bad  given  the  Eastern  States  an  adnii' 
tage;  paper  nioney  replaced  the  specie  circulation.  Exceadve  {matt 
were  called  forth  by  the  loans  to  the  National  and  State  OoTeramenU 
which  were  necessitated  by  the  war. 

Tbe  restrictions  upon  tbe  banks  from  making  laJige  loaoa  lo  N9 
State  without  the  consent  of  the  General  Assembly  w#r»  raBoved^  ■■! 
the  banks  were  allowed  to  loan  Maryland  up  tr>  ■  tnt  ot  iM' 

aotbal  capital,  and  to  the  United  States  up  to  one  <  '  tik  amoiait 

Lack  of  Pboprr  Rbbtrajst  ox  CtBccLATtoir. 

The  trausuiisaion  abroad  in  1811  of  over  seven  million  dollar*  yihiA 
had  been  invested  in  the  Bank  of  tlu>  United  Statea,  had  perltapa  teat 
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inflnenoe.  The  eq^ansion  of  the  State  bank  carrenoy  to  fill  up  the 
jdaoe  made  vaoant  by  the  exphing  bank  was  of  much  greater  import- 
ance. The  rapid  multiplication  of  banks  and  the  loss  of  the  centraliz- 
ing influence  of  the  United  States  Bank  almost  destroyed  entirely  the 
degree  of  consolidation  and  unity  which  had  been  the  effect  of  the  cre- 
ation of  the  United  States  Bank.  The  banlu  of  the  leading  commercial 
cities  now  exercised  this  function,  but  more  weakly,  since  the  number 
of  centers  was  larger  and  the  relations  to  the  other  banks  were  not  so 
stringent.  Each  bank  now  dared  to  issue  more  than  formerly;  the 
facility  of  getting  discounts  was  increased,  and  the  demand  for  them 
foeoame  greater.  There  was  an  abundance  of  paper  money,  but  little 
fgcAd.  and  silver;  prices  were  high.  No  resistance  could  be  offered  to 
the  heavy  demand  for  specie  from  the  Eastern  States  and  Canada,  and 
the  South  and  Southwest,  which  had  been  remitting  in  specie  to  the 
Middle  States,  " closed  the  profitless  traffic."  The  alternatives  were  a 
restriction  of  discountsand  circulation  or  suspension  of  specie  payments. 
The  following  incomplete  returns  illustrate  these  facts : 


TXAII8. 


JaSTUUT  1.1811 
Juuuurr  1, 1816 
JannaiT  1. 1816 


No.  of 
hank*. 


6 
17 
20 


Capital. 


«4,89B,202 
7,833,002 
8,406,782 


Cirmtlatlon. 


92,730,000 
3,970,000 
5,615,000 


Bpeett. 


tS50,000 
710,000 
760.000 


Political  conditions  determined  the  turn  of  affairs  at  this  time. 
During  1814  the  British  army  directed  its  operations  against  the  Middle 
and  Southern  States  especially ;  in  August  Baltimore  was  threatened. 
Such  alarm  was  occasioned  that  the  banks  suspended  and  had  their 
specie  conveyed  to  places  of  safety. 

Baltimore  bank  notes  remained  at  par  or  very  small  discount  in 
Maryland ;  the  notes  of  the  country  banks  depreciated  somewhat  more. 
Immediately  after  the  restoration  of  peace  in  1815,  confidence  in  the 
bank  notes  began  to  rise.  In  February  and  March,  1815,  Maryland 
notes  geneislly,  excepting  those  of  three  or  four  country  banks,  were 
at  par  within  the  State,  and  discount  at  Philadelphia  and  New  York 
was  only  two  or  three  per  cent.  Considerable  pressure  was  brought  to 
bear  on  the  banks  at  this  time  to  resume  specie  payments,  but  exchange 
was  still  high,  and  besides  some  of  the  country  banks  had  extended 
their  circulation  to  dangerous  limits.  Altogether  they  were  unwilling 
to  resume. 

The  resumption  of  specie  payments  took  place  on  February,  20, 1817. 

Preparation  for  resumption  and  anticipation  of  the  power  of  the 
United  States  Bank  compelled  the  State  banks  to  strengthen  and  to 
restrict  issues.  This  they  did  by  a  very  severe  curtailment  of  discounts. 
In  January,  1816,  the  notes  in  circulation  of  Maryland  banks  amounted 
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to  16,615,000.  Within  the  jtmr  tttey  were  radooed  bj  t8,wO,wu.  or 
more  than  one-third.  The  depoaitB  waSbend  sUghi  diminntiaa,  eo  tlnl 
the  restriction  of  dlscoonts  most  hare  been  at  the  mae  nte.  Tb« 
reenlt  of  this  wooJd  inevitably  have  been  videspread  eommeretel  dfaw- 
ter,  but  the  Bank  of  the  United  States  met  the  detuand.  Wttliin  two 
months  Its  disooonts  ran  ap  to  $20,000,000,  and  bjr  October  SL,  l8l*. 
thejr  had  reached  $33,000,000.  The  paoage  to  Efieeie  pmjmeata,  tbttf 
fore,  caused  little  inconvenience  to  Baltimore  banks,  alnMMt  as  mncb 
itpoc-ie  being  deposited  as  was  withdrawn. 

The  plethoric  state  of  the  currency  was  reflected  throogboat  }(>15 
atid  181 C  by  the  high  prices.  The  abundance  of  money  was  a  matter 
of  comment.  All  specie  disappeared  from  Maryland  at  an  early  d»tr. 
and  the  very  serviceable  regulation,  which  prohibited  the  issae  of  note* 
of  denominations  under  five  dollars,  was  of  necessity  repealed  in  ISlt. 
Notes  were  the  sole  currency,  even  for  small  change,*  until  NorenilNr. 
1817. 

It  Is  impossible  to  find  out  the  rates  of  dividends  deelared  by  iht 
banks  during  the  suspension,  but  the  quotations  of  stock  are  a  good 
liKlioatliiii  of  its  profit.  The  quotations  for  Baltimore  bank  stuck  for 
8ept<Miil>cr  2,  1815,  nhow  that  the  selling  price  of  the  shares  o(  ninr 
banks  w<is  at  an  advance  of  28. 19  per  cent,  over  the  price  at  which  the 
Nt<K'k  y/a»  paid  in. 

Tlio  woiikeHt  of  the  country  banks,  whose  notes  were  greatly  depr^ 
ciat«d,  (lontlnued  to  pay  eight  per  cent. 

At  the  time  of  suspension  specie  commanded  a  premium  et  Ma  l« 
twiUvd  jH^r  (tunt.  in  Baltimore;  in  August,  1815,  tlie  premium liadlifWi 
t<»  twolvti  to  wwenteen  per  cent. ;  by  November  it  was  ninetMO  to 
twL'iity-two  (34>r  cent,  advance;  in  August,  1816,  it  was  foorteen  to 
fiftorn  per  cent,  premium;  after  this  the  premium  rapidly  deoliutd. 

Maryland  btuik  notes  fell  to  five  to  ten  per  cent,  below  par  hiijup- 
diatvly  afU^r  the  suspension.  As  soon  as  peace  bad  been  declar)><l  in 
1815,  thoy  recovered  and  rose  to  two  to  five  percent,  discount,  and  •oon 
»it<n»<l  at  par  In  Maryliu»d.  By  August,  ISIS,  they  were  at  par  at  honw. 
and  lit  tworuid  a  half  percent,  discount  in  I'hiiadolphiaand  RichiBBod. 
Ill  Novi'iiiliiT  tliey  wore  at  three  per  cent,  discount  in  Philadelphia  end 
nlnet4*on  to  twenty  in  Boston.  Nearly  all  Maryland  notes  circulato))  St 
par  or  small  discnunt  in  Maryland  after  the  first  months  of  18U.  Tb* 
tiuiM  of  pn|N>r  from  otlicr  Ntates  rendered  the  situation  incoaventant 
aii<l  coiifiiNiiig.     Tim  nutes  of  each  foreign  bank  had  t  "  nt 

Hxoliaiigi!,  varying  fnmi  time  to  tiiiio,  nnd  with  the  distant  «^' 

nf  iuuo.  Thi^  iKn<)mn('<<  of  the  coiKlilion  of  niai^y  distant  bankx  ootl  »i 
tliM  value  nf  thoir  nuttw,  gave  rise  to  miother  oaipt'use  upon  tiu*  puMi^. 
(hn  note  broker.  Tlmir  service  was  the  purchase  and  excliange  of  dui 
unkixiwii  and  uaeleaa  notes  which  were  in  circulation,  but  thveoAof 
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dee  was  an  exorbitant  one.     The  character  of  the  men  who 

itered  this  pursuit  was  usually  8uob  that  tlie  evil  possibilities  of  this 

ice  were  carefully  developed.     Endeavor  was  made  to  crush  them 

out  of  existence  by  expensive  licenses.      In  1819  Maryland  passed  a  law 

fixing  the  license  at  9500  per  annum,  and  re<)uiring  bond  to  the  amount 

of  ISO, 000  and  an  oath  to  act  without  frau<i  and  collusion.     However, 

their  service  was  a  real  one,  and  without  them  troubles  increased,  ho 

\t  a  milder  law  was  soon  substituted. 

Thk  Financial  Crisis  of  1818. 

The  Bank  of  the  United  States,  immediately  after  its  charter,  began 

discount  freely  in  order  to  relieve  the  pressure  upon  tlie  State  banks. 

ithin  eiglit  months  after  the  resumption  the  discounts  of  the  bank 

reached  f.13.000,000.     Tlie  Baltimore  branch  discounted  very  freely, 

and  at  this  place  alone  the  discounts  were  more  than  $8,000,000. 

The  condition  of  the  Bank  of  the  United  States  became  a  matter  of 
,t  oouocni,  and  it  was  feared  that  the  reckless  administration  of  the 
ich  at  Baltuuore  would  bring  it  into  further  peril.     Its  notes  in  cir- 
ation  amounted  to  $8,000,000;  its  specie  was  low,  never  more  tlian 
e-eleveuth  of  its  cash  liabilities.     Under  these  circumstances  a  policy 
reatriction  was  decided  upon  July  10,  1818.     Before  January.  1820, 
e  diaooonts  of  the  bank  had  been  reduced  $10,000,000,     The  State 
bankD  necessarily  followed  its  lead.     The  Baltimore  city  banks  did  not 
tend  their  circulation  to  any  considerable  degree  during  the  later 
onths  of  1817  and  the  first  half  of  1818.     The  restriction  which  had 
been  begun  before  the  resumption  of  specie  payments  was  continued 
during  the  time  of  the  inflation.     Tlie  large  discounts  of  the  Baltimore 
branch  bank  rendered  this  the  easier.     During  the  year  1817  the  circu- 
lation of  the  Baltimore  banks  was  reduced  from  $2, 727, 000  to  f  1,743,000, 
or  about  forty  per  cent. 

The  report  became  widely  spread  early  in  1818  tliat  the  Baltimore 
ks  were  in  a  critical  condition  and  that  a  suspension  of  specie  pay- 
its  was  imminent.    During  the  year  1817  the  cash  liablUties  had  been 
led  from  $4,a35,000  to  ^,440,000.     The  banks  regarded  them- 
Ives  as  sound.     The  wide  extension  of  discounts    at  the  Baltimore 
branch  bank  had  Ukely  created  the  impression  that  ail  Baltimore  banks 
I       had  out  much  paper.     In  fact,  there  seems  to  have  been  little  danger 
of  a  suspension.     The  condition  of  some  of  the  country  banks  was  dif- 
^^Brent.     Most  of  them  were  solvent,  but  at  least  three  had  practically 
^Hiever  redeemed  their  notes  in  specie  since  1814. 

^V     The  irregularities  in  the  administration  of  the  Baltimore  branch 

^Ptnnk  were  upon  discovery  immediately  esamuied  into,  and  the  amount  of 

its  discounts  was  decidedly  lessened.     Baltimore  State  banks  continued 

their  restriction  more  gradually  throughout  1818,  1819,  1820  and  1821. 

The  drain  upon  the  banks  for  specie,  caused  by  the  more  active 

demand  for  it  North,  impelled  them  to  a  policy  of  restriction.     The 
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broken  were  always  sensitive  to  anj  slight  advanto^  to  be  gotten  I 
an  exchange  at  the  bank  of  not€«  for  specie.  Tbroughoat  161S  notv 
were  returning  to  the  banks  for  redemption  and  their  specie  was  bdiig 
drawn  out  for  sale  at  an  advance,  To  prevent  a  decrease  of  the  specie 
reiierves,  the  Legislature  early  in  1819  attempted  to  control  the  uatand 
rat«8  of  exchange.  It  was  made  unlawful  to  boy  or  sell  gold  oralTfr 
coined  for  a  greater  sum  in  notes  than  the  nominal  valae  of  saeb  BOt(& 
The  penalty  for  violation  wajs  forfeiture  of  doable  the  snm  of  goldj 
•ilver  iKiught  or  sold,  or  imprisonment  not  exceeding  one  year. 
porters  of  siiecie  were  excepted  from  the  action  of  this  provision, 
regnliitions,  so  far  as  they  referred  to  the  sale  of  foreign  gold  audi 
coin,  were  repiealed  in  1823.  The  law  was,  of  coarse,  unable  to  oootnd 
such  transactions ;  its  natural  effect  was  to  add  to  the  price  eomp 
tlon  for  the  risk  incurred. 

COirDITION  OP  THB  BANKS  APTBR  TBB    CRISKS  OP  1S14  ASO  ISIR. 

The  period  of  1814-20  resulted  in  great  loss  to  MaJ7land  banks  aixl 
effected  a  reduction  of  banking  capital  both  by  the  enforced  Insolvenry 
of  some  and  by  a  diminution  of  the  capital  of  others.  The  low«e  nf 
nine  country  banks  and  of  one  city  bank  resxilted  in  Insolvency; 
Baltimore  bunks  were  compelled  to  reduce  their  capital  stock. 

The  locking  up  of  their  resources  in  real  estate,  due  to  <"i 
of  grain  and  consequent  a^icultural  depression  whiclj  c>., 
Imnks  to  take  securities  in  payment  of  money  loaned,  kept  the  i 
of  the  country  banks  from  a  permanent  resumption  of  specie 
in  February,  1817.    Most  of  them  resumed  temporarily,  but  were  nil 
to  stand  the  strain.     They  had  issued  proportionately  more  tJum  I 
city  banks.     At  the  same  time  they  were  unable  to  convert 
resources  into  a  ready  form.     Tlie  result  was  that  they  were  in  a  i 
of  chronic  suspension  from  1814  to  1820.      Throughout  1817-20 
notes  were  much  below  par,  ranging  in  discount  from  ten  to  ninety  fO 
cent. ,  so  that  even  brokers  refused  to  bay  them. 

In  February,  1819,  steps  were  taken  to  compel  these  banks  to  ] 
specie  or  forfeit  their  charters,  by  the  passage  of  an  act  which 
that  persons  obtaining  judgment  for  debt  against  banks  might  i 
interest  at  six  per  cent,  per  annum  from  the  time  when  x>ay> 
requested.     Upon  refusal  or  neglect  to  pay  in  spec-ie,  any  com 
mlglit  order  to  be  issaed  a  soire  facias  to  show  cause  why  Its 
should  not  be  declared  forfeited.     The  court,  after  investigation, : 
doclnre  tlie  charter  forfeited,  and  might  appoint  three  coniai|Miun«fl 
Rottle  lip  the  affairs  of  the  bank.     Tho  int^^resta  of  other  crediton  ^ 
to  take  precedence  of  those  of  stO(!kholder8.     Notes  of  t  h»  liaok  ^ 
noeivabli^  by  tlie  bank  for  debt  at  their  numhial  value.     TbpmnilBi'' 
slonem  were  allowed  a  comuiiM>iou  not  exoeoiluig  five  per  cent.    B« 
which  had  paid  specie  for  their  notes  from  May  to  Ot'tobcr 
the  pnwage  of  the  act,  were  exempted  from  its  force  untU  January.  iS 
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Barly  in  18EM)  the  act  was  apaspended  until  the  beginning  of  the  year  18SL 
The  nupension  of  the  aot  protracted  for  a  year  the  existence  of  the 
ireak  banks.  At  the  end  of  1820  eight  of  the  thirteen  ooantry  banks 
irith  a  total  capital  of  |982,622  signified  to  the  Legialature  their  inten- 
tion of  dosing. 

It  is  impossible  to  estimate  the  loss  from  the  failnie  of  these  banks. 
The  liability  of  the  stockholders  for  the  amoimt  of  their  shares  most 
likely  availed  little,  since  a  large  part  of  the  stock  had  been  paid  in 
stock  notes,  which,  in  case  of  failure,  were  liquidated  by  the  return  of 
the  certificates  of  stock.  Thas  all  loss  above,  perhaps,  the  first  install- 
ment of  cafntal  which  was  required  to  be  paid  in  specie  or  the  notes  of 
specie-iwying  banks,  was  thrown  upon  the  note  holders  and  depositors. 
The  acceptance  of  stock  of  a  bank  in  payment  of  debts  due  to  it  was 
l^ialized  for  the  Bank  of  Caroline,  and  for  the  Planters'  Bank  of  Prince 
George's  Ctonnty.  The  certificates  of  deposit  of  any  bank  were  also 
made  a  lawful  tender  to  that  bank  for  debt. 

The  resources  seem  to  have  been  of  little  value  in  most  cases,  so  that 
it  is  probable  that  considerable  stock  was  lost.  Generally  note  holders 
snfilered  much  in  disposing  of  their  notes  at  a  sacrifice  in  haste  to  real- 
ize upon  them  immediately  after  failure  was  openly  acknowledged. 

During  the  period  1814-20  the  Baltimore  banks  were  also  undergo- 
ing severe  losses.  The  traceable  causes  of  this  are  found  to  be  malad- 
ministration, bad  practice  and  poor  investments,  operating  singly  or  to- 
gether. The  banks  generally  were  considerably  affected  by  losses 
through  the  practice  of  granting  renewals  without  proper  consideration 
of  the  changes  in  the  financial  ability  of  the  endorsers. 

The  tliird  cause  was  general  in  its  effects,  and  it  inflicted  loss  pro- 
portionately on  all  who  were  compeUed  by  the  law  of  1813  and  subse- 
quent laws  to  subscribe  to  the  vajious  improvement  schemes.  These 
subscriptions  amounted  apparently  to  over  fl,  500,000.  The  cost  of 
building  the  roads  was  always  much  greater  than  the  computation. 
They  were  in  no  sense  a  good  investment  for  the  banks.  The  best  of 
these  stocks  paid  no  dividends  at  all  for  a  number  of  years,  and  then 
peiiiape  they  paid  two  or  tiuree  per  cent,  per  annum,  seldom  more; 
after  a  few  years  they  ceased  to  pay  at  all.  This  is  the  history  of  nearly 
all  of  these  improvement  companies  in  Maryland. 

An  Illustration  of  Rbcklbss  BANKnre. 

The  only  failure  which  occurred  in  Baltimore  at  this  time  was  that 
of  the  City  Bank,  which  failed  in  1819.  Some  account  of  its  affairs 
will  illnstrate  the  extreme  form  of  reckless  banking.  The  Cashier  had 
entire  control  of  the  concern,  and  ran  it  according  to  his  own  ideas. 
The  causes  of  loss  were  mainly  negligence  and  embezzlement.  Many 
accounts,  especially  the  largest  ones,  were  not  i>osted  up;  nearly  every 
one  was  incorrectly  kept ;  in  some  cases  no  account  at  all  was  on  the 
Ixwks.    In^vidual  accounts  amounting  to  hundreds  of  thousands  of 
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dollars  were  not  settled  for  three  or  more  years  in  some  caaea.    Cndir 
such  oajrelesB  Bupervision  embezzlement  was  easy.     All  the  ofiDoen  i 
clerks  (except  one)  had  received  large  discoonts;  the  direccor»  iiitol 
oeived  disoouuta  without  proper  security.     The  overdrafts  amonnW  to 
1426,000. 

The  immediate  occasion  o(  the  failure  was  a  call  upon  it  by  tin; 
branch  of  the  United  states  Bank  at  Baltimore,  which  it  could  not 
meet.  A  run  upon  it  was  the  result.  It  extended  to  other  boiilu,  bat 
all  resisted  it  ably  except  the  City  Bank,  which  could  only  pay  it>bo(<« 
under  five  dollars  in  denomination  in  specie. 

TheaEisets  included  tljo  following  loani^:  Cashier,  9166;  548;  bis  friend, 
«I185,382;  clerk,  $30,000;  another  clerk,  J15,082;  and  another,  <6, 324. 
In  the  §571,065  of  discounts  considered  well  secured,  |260,000  or|300,- 
lWO  is  included  which,  at  the  time  of  failure,  wasoverdrafts  of  director* 
or  others.  One  accxiunt  amounted  to  ^7,000.  These  were  arnu^ 
for  before  the  statement  to  the  stucldioldera  was  made.  The  conimit* 
fee  estimated  the  value  of  the  assets  at  §760,310,  and  the  debts  due  by 
the  bank  at  1340,310,  which  left  a  remainder  for  capital  of  $420,000 
The  loss  of  $400,000  by  the  8to<;kholder8  was  the  greatest  one  Thf 
notes  were  ultimately  redeemed,  though  many  were  sacrificed  thromfh 
alarm  immediately  after  the  failure  at  rates  ranging  from  ten  to  tweoty 
per  cent,  diuoount.  The  bank  very  soon  after  the  failure  issued  oertlB- 
oates  bearing  interest  at  six  per  cent,  per  annum  in  satisfaction  u(  it* 
notes  deposited.  The  loss  of  interest  was  of  considerable  amount;  owr 
fifteen  years  were  consumed  in  the  settlement;  in  1834  it  was  coDtiua^d 
to  1840  to  wind  up,  A  part  of  the  stockholders  desired  to  continue  tli* 
bank,  but  it  was  finally  decided  to  clo6e.  Effort  was  made  to  contict 
and  punish  the  embezzling  officers,  but  after  a  protracted  contevt  it  ww 
decided  by  the  court  that  the  action  of  the  defrauders  was  not  pun- 
ishable. 

Ifone  of  the  other  banks  of  Baltimore  were  driven  by  their  loatitfto 
suspension.    However,  very  cou-siderable  reductions  of  capital  occiured 

The  total  loss  of  banking  capital  by  reduction  was  more  than  on** 
seventh.  The  State  lost  as  stockholder  about  $64,  OOO,  and  besides  otbtf 
stock  became  unproductive.  There  were  doubtless  other  losses  of  coO- 
siderable  extent  which  did  not  become  public,  and  which  were  made  up 
from  profits  instead  of  a  reduction  of  capital  being  made. 

After  the  critical  period  of  1814-20  almost  one-half  (nine  out  •'' 
twenty-onej  of  the  Maryland  banks  failed,  representing  a  capital  uf 
11,621,162,  or  more  than  twenty-two  per  cent,  of  the  entire  active  cap- 
ital. The  total  loss  of  capital  by  failures  and  reduotion  u-aa  all 
18,000,000,  or  one-third  of  the  paid-up  banking  capital. 

Capttai.  Paid  m  Stock  Notes. 

It  wns  during  the  expansion  of  ISIO-I?  that  the  praotioaftntl 
|irin-i4U-i)t  in  Maryland  of  paying  subHcriptioiix  to  the  stoek  of 
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notes.  It  was  charged  that  this  occnrred  in  the  case  of  every 
except  two,  wiiich  was  established  in  Maryland  between  1811  and 
18.  The  actioD  of  these  banks  in  the  crises  of  1814  and  1818  indi- 
1  their  weoluiess.  A  part  of  the  capital,  usually  about  one-tliird. 
IS  required  by  the  charters  of  these  banks  to  be  jMiid  in  gold  or  silver 
the  notes  of  specie-paying  banks,  before  they  could  begin  business. 
I  manner  of  State  inspection  was  provided  to  insure  obedience  to  the 
|w.  The  payment  of  the  remainder  of  the  stock  was  left  entirely  in 
charge  of  the  directors.  The  plan  followed  was  briefly  this  :  Allow- 
ing that  the  first  installment  of  the  capital  was,  as  required,  paid  In 
ecie  or  the  notes  of  specie-paying  banks,  then  the  subscriber  could 
Itain  discounts  to  the  amount  of  his  paid-up  stock  ;  with  this  he 
^nld  pay  his  second  installment,  and  thus  on  until  his  entire  subscrip- 
was  paid.  If  the  baok  fared  well,  he  enjoyed  dividends  on  the 
^hole  amount  of  his  stock  ;  if  it  failed,  he  could  absolve  his  indebted- 
uess  to  it  by  paying  in  his  certificates  of  stock.  Thus  he  had  all  to  gain, 
kd  was  irreeponsible  for  losses. 

I  The  bad  condition  of  some  of  the  country  banks  from  1816  to  18^ 
■ay  t>e  ascribed  to  two  chief  causes  :  first,  their  weak  organization; 
tod,  second,  their  loans  on  real  estate.  Loans  had  been  secured  by 
farmers  daring  the  inflation  of  1816-17;  in  1817  the  prices  of  agricul- 
tural products  fell,  and  the  farmers  were  unable  to  meet  then*  obliga- 
Uons.  The  banks,  entering  upon  a  restrictive  poUcy,  were  anxious  to 
Mtire  aa  much  paper  as  possible;  renewal  of  loans  was  refused  and  in 
Bany  cases  the  borrower  became  bankrupt.  Much  real  estate  fell  into 
Be  hands  of  the  banks  for  which  at  that  time  the  price  was  low  and 
teady  sale  could  not  be  found.  With  their  resources  locked  up  in  real 
estate,  they  were  unable  to  meet  their  casli  liabilities,  and  were  in  al- 
most continual  suspension  from  1817  to  1820.  Their  paper  was  either 
at  a  great  discount  or  ceased  to  circulate  altogetlier. 
■  In  all  the  banks  reforms  were  needed.  Directors  and  officers  were 
VllI  able  to  use  their  positions  to  secure  loans  and  discounts  in  extraor- 
dinary amounts.  The  administration  of  banks  at  this  time  was  practi- 
cally controlled  by  the  Cashier.  The  President  was  largely  a  nominal 
officer,  and  the  one  elected  to  it  was  supposed  to  devote  but  a  small 
portion  of  his  time  to  its  duties.  A  change  in  tills  respect  began  in 
1821,  when  the  Union  Bank  decided  that  it  would  be  conducive  to  bet- 
ter management  to  have  a  President  who  would  devot«  to  the  office  all 
the  time  required,  and  who  should  receive  for  his  services  proportionate 
recompense. 

Considerable  danger  and  loss  resulted  to  the  banks  from  their  laxity 
in  permitting  U»e  renewal  of  notes.     Some  of  the  charters  limited  dis- 
its  upon  real  security  to  a  certain  percentage  of  the  capital,  usually 
»e-eigbtb ;  in  others  no  limitation  is  mentioned.     Aside  from  this,  it 
the  custom  among  the  oity  banks  to  discount  chiefly  on  personal 
i!artty.     The  discounts  on  personal  security  were  to  those  on  real  in 


EOToar  or  bawkoq. 


tiM  ratio  of  9-12  to  1.  T«ro  nam 
paper,  one  of  which  bad  to  be  of 
too  Aeeominodatlng  io  permhtroir  noewali;  fl  vaa  tammtm.  tat  papar 
to  rm  f<^Mtr  or  dve  7«an  witboat  ebaQge  la  AefndonMMnML  InAtio* 
wh^n  flriaiidiU  mftttcm  nndago  soeh  viohBl  ooovvWaB*  •■  batvwB 
\^\\  and  1820,  the  dAiigcr  of  audi  a  pmetiee  flannak  Iw 
Kntlomom  who  were  aoood  in  1814  were  vety  mianuTwl  ia  181S. 
ioMM  of  Baltimore  banks  on  bad  paper  betweoa  18U  and  im  ^ 
•Dormoui,  and  tao«tal1  of  the  banks  wenserfcNMljralfcetiedintldtwir* 

Bavkb  PuncHAsiBO  Thsib  Notbs  at  a  Dnoocs*. 

Till'  viirylni^  rntott  of  deprecJatioa  of  bank  notes  opened  optof 
l)iuikji  tlin  (JiJ|xjrtuiiity  of  buying  up  th«ir  notes  at  tfae  lowest 
rat«s.  For  thin  pur]KMe  niiecial  arrangementa  wereentared  into  witii  tlM 
notu  l)r<)koni,  and  it  was  not  unusual  for  a  bank  to  hare  oat  agents  for 
tlilH  piirpOH^.  AJtor  1818  it  became  illegal  fur  anjr  one  to  boj-,  stU  cr 
i)X)<liniiK<<  'iity  Maryland  banic  notes  for  a  less  som  than  their 
valui>,  or  to  fuiplojr  for  the  purpose  any  broker  or  agent.  The  I 
was  in  »a«h  ease  double  the  amount  of  gold,  silver  or  notas  so  «x- 
olianK<«d.  The  law  wan  ineffective  and  simply  added  a  risk  charge  totiis 
prl<M«  a4«i((<d  for  kuoIi  not(<«.  The  practice  was  common  down  to  tlie 
paii«i«K<^  "f  tlio  National  itunk  Act. 

('ouiilcrri'ltlnK  wtiM  rc>i>der(>d  t^asy  and  raeceasfal  by  the  gT«at  num 
bar  of  banks,  oitoliof  whioli  had  a  different  style  of  note,  sothntuiilrM 
imo  wnm  faiitlllar  witli  tLc  particular  ohorocteristics  of  the  notes  of  e&cb 
^  iMuik  tlio  lin|MJHltlnn  of  false  notes  was  easy.  The  poor  qoality  of  papar 
/  uard  and  thi>  fdiiiplp  engraving  made  them  easy  of  imitation  and  in- 
(troAMMl  till*  tempi  at  ion  t<>  counterfeit  them  accordingly.  Em'h  n«r«» 
pniM>r  tiMunlty  <M)ntalne<i  a  lint  of  the  counterfeits  for  the  warning  ol  U» 
pitlillo.  Ilk  ls:'7  tlie  i^Mialty  for  knowingly  passing  forged  or  ouuQt«^ 
fttit  tintra  wtM  llY(><i  at  flvo  Ut  ten  years  in  the  penitentiary  for  the  dnl 
offmuw,  and  ti'ti  tu  twenty  years  for  the  second. 

Tlie  Haltlniort'  ImnkH  weni  driven  to  stop  receiving  on  deposit  do- 
proolatod  bauk  not«a.     Thny  were  not  allowed  by  law  to  receive  Uiao 

•llwfnUowtns  <•»-•"■•'"  "in  llht«tr«t<i  thiM>"wor  of  Uic  Cxdilerat  thl«  tlmri 
Om' iiiHiiiiiM  III  wrlili  '  >v»m  nii'iiiiiiiiiHliiU-d.     Inn  n'lf'rt  nf  tlir  conditio 

I|h<  t'liloit  llitiik  on  M.  iKlti,  ■tnonir  the  rosMurcvs  wnslMtod  an  Itvis  of 
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at  less  than  their  nominal  value,  while  the  risk  of  the  solvency  of  the 
famere  and  the  trouble  and  expense  of  collecting  and  sending  them 
home  for  redemption  tall  upon  the  banks.  Demand  for  specie,  too,  was 
Jn  many  cases  the  cause  of  unpleojiant  relations.  The  notes,  not  only 
[  Virginia,  Pennsylvania,  District  of  Columbia  and  other  distant  points, 
it  also  of  some  Maryland  country  banks  and  those  of  the  United  States 
Bank,  if  payable  at  distant  points,  were  refused.  This  action  tended 
naturally  to  increase  the  discount  upon  such  notes,  and  to  retard  their 
circulation;  the  only  recourse  was  to  place  them  in  brokers'  hands. 
The  banks  suffered  materially  by  refusing  them. 

Not  until  Jane,  1823,  did  the  bank.<4  of  Bidtiotore  begin  again  the 
receipt  of  all  Maryland  bank  notes  on  the  same  terms  as  their  own,  and 
at  the  same  time  Pennsylvania  and  Virginia  notes  were  received  on 
deposit. 

It  hati  been  said  that  the  charters  of  the  country  banks  establislied 
between  181U  and  1818  were  of  less  strict  nature  than  the  earlier  ones. 
Some  of  these  points  of  difference  will  now  be  mentioned.  Usually  one- 
rd  to  one- fourth  of  the  first  installment  only  of  the  capital  was  re- 
tired to  be  paid  in  specie;  the  amount  of  the  first  installment  varied 
iia  one-third  to  one-half  of  the  capital.  The  payment  of  subsequent 
installments  was  left  entirely  with  the  directors,  and  thus  an  opportu- 
ilty  was  offered  for  the  use  of  stock  notes.  In  one  case,  that  of  the  Cen- 
?vllle  Bank,  to  avoid  this  the  charter  required  the  whole  capital  to  be 
paid  in  specie. 

The  State  became  a  subscriber  to  the  stock  of  two  of  these  country 
bank^  vir..,  the  Elkton  and  Hagerstown  Banks,  but  usually  the  provis- 
was  made  that  whenever  the  State  desired  to  take  stock  it  might 
the  capital  of  the  banks  and  subscribe.  Until  subscription 
T»B»  made  the  State  appointed  no  directors,  and  usually  required  no 
annual  reports,  since  it  wa«  only  as  stockholder  that  it  exercised  this 
supervision.  Only  five  of  these  country  banks  were  required  to  send 
reports  of  their  condition  to  a  State  officer.  However,  by  a  resolution 
of  the  General  Assembly,  passed  in  1818,  all  the  banks  within  the  State 
were  required  to  transmit  an  annual  report  in  Decern  ber  to  the  Assembly. 
In  some  cases  even  the  nominal  limit  of  debts  to  twice  the  amount 
of  capital  paid  in  was  omitted,  and  no  limit  at  all  was  imposed.  These 
rere  allowed  to  discount  on  property  security  up  to  one-fifth  to  one- 
lighth  of  their  actual  capitaL  The  Mechanics'  Bank  of  Baltimore 
lowed  discounts  on  the  security  of  stock  up  to  three-fourths  of  the 
stock  paid  in.  As  a  consequence  of  their  discounting  largely  to  farmers 
upon  real  security,  the  discount  term  was  increased.  Only  two  were 
limited  to  sixty-day  discounts;  for  one  the  limit  was  four  months,  for 
nine  it  was  edx  months,  for  two  there  was  no  limit. 

Directors  were  forbidden  by  most  all  of  tlje  charters  to  receive  dis- 
counts on  different  terms  from  others.  The  usual  limit  of  discounts  to 
directors  was  |1,000  in  one  week,  or  a  total  of  |6,000  in  alL     Tlie  Pres- 
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Idftnt.  and  directoni  were  ell^ble  for  re-election  witboat  Unit  in  Uie 
Hank  of  Hotiicrsot  and  Wornester.  In  the  fire  durt«n  wbieii  wnv 
Krniit'»>d  \u  1K17  and  1818  giispension  of  specie  pajrmenta  randered  ttw 
eliartfr  vuid.  The  insertion  of  tliii<  provisloD  wasareaolt  ol  theeoo- 
tlniii'd  iiuHpt<nHion  of  Maryland  country  banks  after  tfae  general  monip- 
tlon  of  February,  181C.  Six  per  cent,  wajs  fixed  as  the  legal  fate  of  in- 
t^tpuHi  and  dlsoount,  and  UNury  was  forbidden;  howerer,  interast  eakni- 
latcd  aocoi>dlng  to  Rowlctt's  Tables  was  made  valid. 

IfwiiK  np  Notes  of  Shall  Dbnokisatios. 

TImi  Ihsuo  of  Hninlt  notes  was  uniformly  prohibited  by  the  el 
hut  (Itis  became  u  matter  of  special  legislation.  In  1821  a  general  l»w 
wttH  paHMnl  on  this  Kuhjijct,  called  forth  by  the  violations  of  charterpro 
vInIoiih  and  pn«vlouH  lugislution,  wtiicb  made  it  unlawful  under  penalty 
of  ♦SO  (hie.  for  any  bank  to  issue  or  pay  out  notes  or  bills  of  a  lea  d^ 
nomination  t  linn  $5,  or  of  a  denomination  intermediate  between  95  kA 
ilO.  I'oroons  puMtiiig  hucIi  notes  of  any  incorporated  or  uninoorporstwl 
oompiuiy  worn  UabU<  to  a  tltjo  of  lp5  for  each  oUenoe.  Early  in  1880  the 
bankn  were  frv<e)y  tiupplying  specie  dollars  in  place  of  the  small  note*, 
hut  tlio  wilvi^r  was  InnniHliatoly  displaced  by  notes  from  the  DIi<trictul 
Oolumbla.  Finally  in  St«pl«'mber,  1820,  the  banks  decided  to  reoriw 
for  five  (la,vH  nil  notes  under  f(&,  and  thereafter  neither  to  reissue  tbem 
nor  Ikhui"  new  tines,  and  tho  townspeople  in  a  general  meeting  agreed  to 
JUMl^t  in  iniprfwing  tlie  currency  by  not  circulating  such  notes. 

"An  act  to  lm|M>s<>  a  tax  on  all  banks  or  branches  thereof  in  the 
8t«t«  of  Maryland  not  chartered  by  the  Legislature,"  was  passed  in 
1818.  It  enuctiH)  (hat  any  bank  e.«tabUsbing  an  office  or  bnujeh  intb» 
State  without  tlrst  ohfjiiniog  the  State's  authority,  should  not  (wof 
notoN  rtxoept  u|Hin  8tam|>4«d  paper  procured  from  a  State  otUeer  and  of 
tho  denominations  fA,  k\{\  $S0,  fAO,  flOO,  9500  and  |1,000,  on  whieb  • 
tax  of  10,  80, 30  and  IVO  cents,  f  1,  ^10  tuid  $30,  respectively,  wax  imposed; 
tint  $1Q,000  annually  might  1h«  \vm\  iti  lieu  of  the  above  tax.  The  p«i>- 
alty  for  <>«tablliUung  !tueh  an  otUeo  was  $500,  and  9100  was  the  pcoaH; 
fur  elrculuting  notcv*  of  suoh  banks  unstamped. 

The  dtny't  obji^t  of  this  law  was  tlie  taxation  of  the  bmncb  of  tlw 
Hank  of  the  t^nittsl  States  laoat«d  at  Baltimore.  The  law  was  vupA 
lM>th  on  pmcnil  grounds  of  hostility  to  tlie  bank  and  on  account  o(o|^ 
IHMltlon  to  it  by  the  8tate  lianks,  wlio  feared  ita  oompetltioa  and  i*" 
stnilnlng  inllueuo«<:  bt<»idt>s,  the  opinion  was  gviMRd  that  an  Milrid* 
iMuik  slttutld  not  be  permitted  to  enter  the  State  on  more  iavctsUB 
terms  tlian  the  »t*t«  bankft. 

Tlie  U  w  was  deeland  anomiftltutional  by  the  Sapnma  Coort  i 
DnltiHl  States  In  1819  in  the  familiar  oaw  of  ilfCuUoeh  %-s.  Mafyttmi, 
\w  the  griHiud  titat  it  i ut erf ervd  with  the  eze«Qtlon  of  ooeof  lh*J 
plletl  |iuw«ra  of  the  i1o\'emuM>nl. 
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Sfbculativb  Bakkino  Rkstrictbd. 

Several  restxiotive  measures  were  the  ontoome  of  the  speculative 
character  of  banking  from  1814  to  1820.  The  use  of  proxies  in  voting 
was  manipalated  to  the  advantage  of  ring  or  machine  management, 
and  fraadolent  proxies  were  used.  The  correction  of  this  abuse  was 
aimed  at  in  the  law  of  1819,  chapter  134,  which  forbade  the  use  of  prox- 
ies to  all  except  the  infirm  and  those  living  more  than  ten  miles  away. 
No  officer,  clerk  or  director  could  ax;t  as  proxy,  and  in  any  case  power 
of  attorney  was  necessary.  Judges  of  election  permitting  violation  of 
these  provisions  were  liable  to  $2,000  fine  and  imprisonment  for  a  year. 

Directors  were  not  entitled  to  receive  any  accommodations  on  sx>ecial 
terms,  and  no  one  could  be  elected  director  of  a  bank  whose  partner 
was  a  director  of  the  same  bank.  This  law  was  restricted  to  Baltimore 
banks,  and  the  assent  of  the  stockholders  was  necessary  to  give  it  force. 
This  it  received. 

The  frauds  which  were  exposed  in  the  management  of  the  City, 
Union  and  Mechanics'  Banks  and  the  escape  of  the  parties  from  punish- 
ment, led  to  severe  laws  on  this  subject.  The  law  of  1819  fixed  the 
penalty  for  embezzlement  by  a  bank  ofiBcer  at  one  to  seven  years  in  the 
penitentiary ;  for  fraudulent  abuse  of  trust  the  punishment  was  one  to 
ten  years  in  the  penitentiary.  In  1821  the  penalty  in  each  of  these 
cases  was  made  five  to  fifteen  years  in  the  penitentiary. 

Thb  Ckisbs  of  1825  xtstd  1828. 

After  1820  there  came  a  reaction  from  the  period  of  speculation 
which  had  preceded.  The  weak  banks  passed  out  of  existence ;  the  sur- 
vivors enjoyed  a  long  i)eriod  of  prosperity  without  violent  disturbance. 
By  1830  they  had  recovered  from  the  losses  of  181 6-21.  The  United  States 
Bank  exercised  a  controlling  influence  over  them  and  rendered  their 
operations  more  guarded  and  regular.  The  State  banks  followed  more 
slowly  the  restrictions  and  exi>an8ions  of  the  National  bank.  In  Mary- 
land there  was  not  a  time  in  the  decade  1820-30  at  which  the  banks 
had  dangerously  expanded. 

The  panic  of  1825  was  the  result  of  a  general  spirit  of  speculation, 
which  reached  its  greatest  magnitude  in  Europe ;  in  America  its  special 
feature  was  speculation  in  cotton.  An  increased  tariff  also  heightened 
the  expectation  of  prosperity.  Demand  for  credit  stimulated  the  crea- 
tion of  banks  again,  especially  in  New  England,  New  York,  Pennsyl- 
vania and  the  West.  The  currency  became  considerably  inflated. 
Maryland  was  comparatively  aSected  but  little,  since  the  speculation 
in  cotton  in  this  district  was  not  great.  Her  banking  institutions  did 
not  receive  a  single  addition.  The  circulation  of  the  Baltimore  banks 
was  increased  but  $240,000  during  1824,  the  year  of  inflation.  Within 
the  next  six  months  there  was  added  about  $150,000,  but  nothing 
extreme  occurred. 
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nfid  to  pioJf  AMMflr;  ia  flwt,  Am  Aeoont*  of  BahitDive  faMik» 
tvcm  greater  in  Jaaniij.  ISM.  Ikaa  ior •  nmber  of  xcan  preeec^ng. 
imiiliit  |g^0<7.4iaL  By  Janufy.  1B7.  the  aaoai^  had  been  dimis- 
MMd  by  190,000  by  -"■*-"»«g  Imbm.  Tbe  entire  eireiilatian  of  Varr- 
land  bania  wee  in  good  credit;  none  of  it  •»»»  at  a  iftiwwint.  T! 
latyeiy  tbe  elEeet  <tf  tbe  frequent  eettlemeflUi  required  by  the  < 
fltaCae  Bank.  A  oooiiderabie  part  of  the  elrcnlatioQ  -was  eain;  very 
few  aotea  nnder  fS  in  denamination  vere  enirent,  and  tbeae  were 
efalai  J  Vbgliya  bank  notea. 

The  dtttorbenee  of  18S8  was  laigely  resnltant  from  an  erteiMkoof 
ctrenlation  by  tlie  Bank  of  the  United  Statee.  By  April,  18S8,  th« 
money  maiket  liad  iMoome  rery  oloee,  and  mooh  specie  was  being 
exported.  The  tianlDB  of  Maryland  liad  already  been  oompeHed  to  I 
a  redaction  of  diacoaote.  At  the  same  time  they  oeaeed  to  receive  ( 
depoeit,  or  for  the  payment  of  notes,  the  bills  of  all  banks  wlilch 
not  received  in  I^biladelphia  and  Kew  Yortc.  The  quantity  of  epede  Kt 
the  coiuTuaud  of  the  country  banks  was  so  limited  that  already 
riHldinption  of  their  DOteBwoa  in  many  casee  a  task.  The  Balti. 
iMuiku  relieved  tbe  stringency  aa  far  as  lay  in  their  power.  In  Jam 
lft2H,  the  circuhition  and  deposits  amounted  to  ^,996,3M);  by  Jant 
t8i!9,  they  had  increased  to  $3,055,980.  The  periods  of  greatest  depr» 
■ion  wnre  Mny,  1828,  and  September,  1828,  to  July,  1829.  By  the  «ud 
of  1829  busineiis  had  revived  and  money  seemed  plentiful  \  a.  large  part 
of  It  wan  Nilver. 

BASTKiRa  BzPAirgiOH  OR  1829-36. 

Beverul  oaiuiee  were  operative  in  producing  the  expansion  of  banking 
in  Maryland  wliich  occurred  from  1829  to  1836.  In  tbe  first  place,  tiM 
ooanties  which  had  been  gradually  progreesing  during  the  d-  '  ■'2^ 

80  liad  been  pructie^ily  without  hanking  facilities  since  th  .Ik 

full  of  the  country  banks  in  1819-21.  This  field  was  now  a  ripe  i.^  .  r 
•lutrauce.  (Secondly,  no  new  banks  had  been  established  in  Bnltnuin 
•Inoe  1812;  the  monopoly  of  banking  in  that  city  had  been  conterwl 
on  tli0  l>ankH  then  existing  in  return  (or  their  agreement  to  build  a  nj»d 
from  Baltimore  to  Cumberland.  This  monopoly  expired  in  1835.  Dtt^ 
Ing  tills  period  of  twenty  three  years  Baltimore  uaaoofaetures  bi4 
doTolopad  steadily,  and  in  16.H5  works  were  in  ooojtruettoo  oreoQtflO- 
plntion  destiniHi  to  make  iinltiuiore  the  mart  for  a  wide  extent  ef 
Unritury.  The  iniprovcment  iu  transportatiun  was  opening  up  orw 
induatrlui  pcMwlhiUtics,  and  Baltimore  was  sealous  to  render  aUtath* 
bar  •trt>ng  natural  puaitioo.     in  1630  the  ory  for  mora  hanking  oapital 
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had  already  become  a  atrong  one.  The  whole  State  was  dependent  for 
bank  aoconunodations  apon  twelve  banks,  of  which  eight  were  in  Balti- 
more. The  total  capital  for  the  State  was  $5,455,000,  exclasive  of 
$1,500,000  to  12,000,000  employed  by  the  branch  of  the  United  States 
Bank.  The  counties  needed  the  (ntrodaction  of  facilities  at  the  more 
advanced  points,  and  the  city  needed  an  increased  banking  oapitaL 

A  third  oaose  which  was  influential  in  the  increase  of  banks  at  ttiis 
time  was  the  termination  of  the  second  Bonk  of  the  United  States. 
The  end  of  this  institution  at  the  expiring  of  its  charter  in  1836  was 
anticipated  as  early  as  1830.  In  1832  President  Jackson,  by  his  veto, 
pat  at  rest  all  hopes  of  recharter.  As  in  1810,  so  again  in  1832,  this 
-was  the  signal  for  hosts  of  applications  for  new  banking  charters. 

In  Maryland  the  expansion  took  the  forms  both  of  an  increase  in  the 
number  of  institutions  and  also  of  an  augmentation  of  the  capital  of 
several  of  the  old  banks.  The  former  movement  was  much  the  greater. 
No  banks  were  chartered  in  Maryland  from  1818  to  1829.  Between 
1829  and  1836  seventeen  new  ones  were  granted  charters  and  two  old 
ones  which  had  failed  in  1821  were  revived.  Five  of  the  seventeen, 
however,  did  not  oiiganize  and  open  for  business.  Nine  of  the  new 
banks  were  chartered  for  Baltimore  in  1835 ;  ten  were  distributed  over 
seven  counties.  None  were  created  in  Baltimore  after  1836  for  more 
than  a  decade,  owing  to  the  renewal  of  the  monopoly  to  the  banks  then 
existing  until  1845  upon  their  agreement  to  make  the  Boonsboro  road. 

The  total  authorized  capital  of  the  new  banks  was  $17,900,000, 
though  the  banks  which  did  not  enter  upon  operations  reduced  this  by 
$10,750,000.  The  actual  increase  of  capital  was  $4,878,900,  or  half  as 
much  as  the  pre-existing  capital ;  $3, 788, 370  of  this  new  capital  belonged 
to  the  five  new  Baltimore  banks. 

The  new  charters  were  more  rigorous  in  the  following  respects :  The 
quantity  of  specie  required  to  be  on  hand  on  opening  for  business  varied 
in  different  cases  from  the  entire  authorized  capital  to  one-fourth  of  it, 
and  before  the  bank  could  open  for  operations  the  Treasurer  of  the 
Western  Shore  must  have  made  examination  and  seen  that  this  amount 
of  specie  was  in  the  hands  of  the  bank.  It  was  prohibited,  too,  to  pay 
installments  of  stock  with  discounts  obtained  by  pledge  of  such  stock. 
Forfeiture  of  charter  on  failure  to  pay  their  liabilities  in  specie  on  de- 
mand was  a  provision  of  these  charters,  and  interest  at  twelve  per 
cent,  per  anTniin  was  demandable  from  the  time  when  payment  was 
demanded  and  refused. 

The  expansion  of  the  capital  of  banks  already  in  operation  amounted 
to$2,500,000.  The  State,  too,  by  selling  its  right  to  subscribe  in  several 
of  the  banks  effected  really  an  increase  of  active  capital.  The  right 
to  subscribe  to  the  capital  had  been  reserved  by  the  State  in  every 
case  in  granting  the  charter,  and  inasmuch  as  but  a  small  portion  of 
this  amount  had  ever  been  subscribed  and  paid  for,  it  really  operated 
as  a  limitation  of  capital.  Between  1833  and  1836  the  State  sold  the 
as 
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right  to  sabecribe  some  or  all  of  her  reserv^ad  shares  in  three  bunks  ai 
rates  varying  from  f2  to  flO  per  share.  Stock  to  the  amouat  of  #695,- 
000  was  thus  freed  for  sabscriptlon. 

Some  mention  of  the  ^reat  extension  of  privat«  banlts  should  b« 
made  here.  It  is  impossible  to  obtain  definite  information  cooceming 
them.  The  chief  function  performed  by  these  private  banks  wa«  that 
of  issue,  and  after  about  1825  this  function  was  exercised  by  companieB 
of  all  sorts  which  could  find  a  market  for  such  wares.  With  a  view  to 
restraining  them  they  were  made  subject  to  the  same  provisions  as  bankf 
as  regards  the  denominations  of  their  notes.  A  more  pfT  '  'inok 
was  administered  in  1&12,  when  they  were  prohibited  alt«  roo 

issuing. 

Reviewing  the  increase  of  banking  capital  from  1829  to  16S6,' 
find  that  at  its  beginning  there  were  thirteen  banks,  with  an  aertiT* 
capital  of  |7,461,372.  These  were  increased  by  fourteen  banks,  who» 
paid-up  stock  was  $4,878,000.  The  total  increase  of  active  capital  froD 
the  three  sources  mentioned  above  was  over f8, 000, 000,  i.  e.,  the 
was  doubled.  The  Bank  of  Maryland,  by  its  failure  in  1834,  de) 
f300,(K)0.  In  1830  there  were,  then,  twenty -six  banks,  who«e  nominal 
capital  was  ftld,  176.000,  of  which  $15,465,000  was  paid  in. 

An  Atteuft  to  Establish  a  Bask  of  the  State  of  Martuueb. 

Throughout  the  years  1830-33  there  was  an  active  discussion  of  a 
plan  to  establish  a  bank  under  the  direct  control  of  the  State  gciverH- 
ment,  In  1829  the  Legislature  appointed  a  committee  to  consider  the 
petitions  for  the  bank;  it  made  a  careful  investigation  and  reported 
favorably.  The  bill  received  a  lengthy  discussion,  but  Anally  was  re- 
jected by  a  vote  of  46  to  23.  Similar  committees  had  the  same  nialtar 
referred  to  them  in  the  various  sessions  of  1830-33;  invariably  tlie  ir- 
port  was  favorable,  but  a  bill  ooald  never  be  carried  through  tb» 
A;(iserobly.     An  attempt  to  revive  the  scheme  in  1837  was  mwuocewful 

DsiFORM  Regulation  ok  Banks. 

Up  to  1834  the  major  part  of  the  legislation  affecting  banks  wa*  tlie 
charter  regulations  of  tlie  sep>arate  banks;  very  few  general  lawit  appli- 
cable to  all  had  been  passed.  The  various  charters  diffpred  cooi 
ably  in  their  provisions,  as  has  been  shown.  A  considerable  step  to' 
uniformity  was  taken  in  1836,  when  all  Baltimore  banks  were  niado  to 
conform  to  the  charter  of  the  Merchants'  Bank,  of  Baltunone.  Thi» 
charter  was  given  early  in  1835,  and  itew  banks  whinh  were  twtablialiKd 
in  Baltimore  after  this  date  were  simply  brought  under  its  prxjvbdittft 
The  (lid  banks  came  upon  tlie  same  basis  when  in  1S.H5  and  foUowiaf 
years  arts  were  passed  oontitming  th««ir  charters.  In  tlie  caM» 
banks  which  had  been  continued  to  1845  by  the  act  of  1821,  \n 
for  their  agreement  to  construct  the  Boonsboro  rtiad,  the  new  n 
tions  could  not  be  introduced  until  after  the  t«nnin«tlun  of  tl 
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charter.  The  Marine  and  the  Farmers  and  Merchante'  Banks  were 
extended  to  1856;  The  Mechanics'  and  the  FrankUn  to  1857;  the  Com- 
mercial and  Fanners'  and  the  Baltimore  to  1858;  the  Union  to  1859. 
In  return  they  were  to  become  subject  to  the  regulations  contained  in 
the  charter  of  the  Merciiants'  Bank,  to  relinquish  the  exclusive  right 
of  banking  in  Btvltimore  and  to  suffer  additional  taxation. 

The  more  unportant  changes  which  were  introduced  in  the  charter 
of  the  Merchants'  Bank  were  the  following :  The  President  and  direct- 
ors had  to  be  citizens  of  Maryland,  not  of  the  United  States  merely,  as 
prevjou-ily.  Issues  might  not  exceed  the  amount  of  the  capital  paid  in ; 
the  total  amount  of  debts  exclusive  of  issues  was  limited  to  the  same 
amount.  Fonnerly  the  total  debts  might  equal  twice  the  capital.  The 
President  and  directors  in  their  corporate  capacity  could  not  hold  any 
part  of  the  capital  of  their  bank,  nor  make  any  loans  on  a  pledge  of 
Ktock,  nor  receive  the  same  aa  collateral  security  for  any  money  loaned, 
except  for  doubtful  debta  previously  contracted.  Debts  due  to  a  bank 
by  a  stockholder  hud  to  be  settled  before  he  could  transfer  his  stock, 
unless  the  President  and  directors  allowed  otherwise.  Real  estate  fall- 
ing into  a  bank's  haiidis  had  to  be  disposed  of  within  Ave  years.  The 
banks  were  empowered  to  invest  in  Maryland,  Baltimore  and  United 
States  bonds.  Fifty  stockholders  controlling  1,000  shares  could  call  a 
general  meeting  of  the  stockholders. 

The  Legislature  reserved  the  power  to  regulate  the  denominations 
of  bank  notes.  It  required  the  banks  to  act  as  cotumi.ssioners  of  loans 
when  desired.  In  case  of  suspension  of  specie  payments,  interest  at 
twelve  per  cent,  per  annum  might  be  demanded,  if  the  assets  of  the 
bank  were  sufficient  to  pay  it;  otherwise  as  much  al>ove  six  per  cent, 
was  recoverable  as  the  assets  would  pay.  The  law  provided  for  the  pro 
rata  distribution  of  all  assets  in  case  of  suspension  of  specie  payments. 

The  country  banks  were  likewise  placed  upon  a  common  footing  by 
the  acts  of  1836  and  1812,  which  extended  their  charters  to  dates  vary- 
ing from  1855  to  1860.  All  were  required  to  send  to  the  Treasurer  an 
annual  report  of  their  condition.  Through  this  act  inspection  by  the 
State  became  a  protection  of  the  general  interests,  and  was  not  done 
by  the  State  as  stockholder,  inasmuch  as  the  State  had  only  subscribed 
in  two  or  three  of  these  banks.  The  payment  of  the  school  tax  was 
contitmed  and  a  new  tax,  a  bonus  of  $1.25  per  $100  of  capital  paid  in, 
was  im{K>8ed.  Notes  imder  f5  were  prohibited,  and  the  State  reserved 
the  right  to  regulate  the  denominations  of  issues  after  1845.  The  char- 
ters were  to  become  void  on  failure  to  pay  specie. 

INCBBASB    OF  BASK  TAXATION. 

An  additional  tax  wa^  imposed  in  each  case  as  the  condition  of  a 
continuation  of  the  charter  after  1R45.  The  banks  of  Baltimore  were 
HMiuEred  to  pay  in  three  aimual  installments  a  bonus  of  ^5,000,  pro- 
portioned to  the  amount  of  capitid  of  each  bank.     The  country  banks 
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whose  charters  were  renewed  had  to  pay,  as  stated  above,  |L85 
every  flUO  of  capital  paid  in  as  a  bonus  to  the  Stata 

The   new  banks  which  were  established  daring  the  expantdon 
1829-36,  were  taxed,  in  addition  to  the  tax  for  the  school  fiind, 
per  ^100  of  capital  paid  in,  and  at  the  sauie  rato  for  additions  to « 
tal.     In  one  or  two  cases  the  rate  varied  slightly.     These  tAxes 
payable  in  annual  installments  within  three  years. 

An  attempt  was  made  in  1835  by  the  municipal  authorities  of  Ba 
more  to  lay  a  tax  upon  the  stock  of  banks.     The  Ijegislatnre  deeid 
this  to  be  in  violation  of  its  pledge  given  in  the  act  of  1821,  to 
no  additional  tax  until  1845.     To  prevent  discriininatioa  bett 
biuiks  the  city  was  also  forbidden  to  tax  banks   lnoorporAt«d 
that  act. 

In  1841  the  Stat«'8  indebtedness  required  extra  taxation  to  tatut  i 
expenses.     All  bank  stock  was  taxed  at  the  rate  of  twenty  cents  oo  < 
flOO,  in  addition  to  taxes  on  real  and  other  personal  property, 
banks  objected  strenuously  to  this  Ivirden,  and  claimed  it  was  a  viola- 
tion of  the  State's  pledge  to  impose  no  further  tax  until  1^5.    Tli» 
loan  had  been  obtained  from  the  banks,  now  they  were  t&xe«l  to  pari 
Considerable  trouble  was  met  in  the  collection  of  this  tax.     To  l 
tate  its  collection  banks  which  had  loaned  the  State  in  1841  vit«re'  i 
lowed,  upon  notice  to  the  Treasurer,  to  issue  orders  upon  the  Stat 
treaitury  up  to  the  amount  of  each  one's  loan.    These  were  receivable 
in  payment  of  the  direct  tax  upon  bank  stock.     They  were  not  to  Ihj  re- 
issued by  the  Treasurer.     Still,  collection  of  the  tax  contiuuetl  to  be  i 
peded,  so  in  1843  the  bank  officers  were  required  to  retain  from  i 
profits  and  pay  the  Trea^nror  the  amount  of  the  tax.     However,  in  Jt 
Tiary,  1845,  the  Supreme  Court  of  the  Unit«d  States  decided  that  I 
banks  which  had  been  incorporated  prior  to  the  act  of  1821,  chl^AeF' 
131,  were  exempt  from  the  tax  during  the  continuance  of  their  charter^ 
This  freed  six  Baltimore  banks  from  payment  of  the  tax  until  Ua 
10, 1846,  and  the  money  which  had  been  paid  in  by  them  was  refuutJ 

A  tax  of  one-half  of  one  per  cent,  was  imposed  on  all  bank  atoek 
sold  at  auction  by  the  act  of  1843. 

Effkcts  ok  thk  Crisis  of  1834. 

The  crisis  which  occurred  in  1834  was  felt  comparatively  Ilttl*  III  ( 
Ea«t,  and  was  of  short  duration.     It  was  precipitated  to  a  great  ext 
by  the  hostile  relations  existing  between  tlie  AduiinistrntioD  and 
United  StMus  Bank.    In  1833,  when  the  national  deposits  were  rMbty 
the  bank  was  compelled  to  contract  its  discounts  Kuddenly.     Thlis 
curred  Ix^fore  the  newStat*  banks  which  had  been  ehartpn-d  wi^r*  follf 
organized,   hence  they  were  unready  to  relieve  the  -  The 

branches  of  the  United  States  Bank,  too,  were  very  sir..,.  ...  m 
relations  with  the  State  banks,  and  prevented  an  active  reepoase  tol 
demand  for  dincountfl.    A  rapid  retrenchment  oocarrod;  oo  Jaoi 
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1,  the  cUBCotmts  of  the  Maryland  banks  were  $10,273,000,  and  the 
eolation  was  ^,071,000.  Within  six  months  the  discounts  had  been 
)uced  by  $1,100,000  and  tlie  circulation  by  $800, 000;  the  specie  on 
id  was  maintained  at  $630,000,  or  one-half  the  circulation.  After 
le,  1834,  the  influence  of  the  newly-chart-ered  banks  began  to  be 
,  and  the  discount  and  circulation  lines  began  to  rise.  The  rate  of 
«unt  dropped  rapidly  from  thirty  to  thirty-six  per  cent,  per  annum 
I  t«n  to  twelve  per  oent.  and  lower,  and  the  tightness  of  the  money 
rket  was  soon  relieved. 

I  To  this  crisis  was  charged  the  failure  of  three  banks  in  Maryland. 
I^ladininist ration  wns  the  cause  of  bankruptcy  in  each  CAse;  the  re- 
nvoi of  the  national  deposits  from  tlie  United  States  Bank  and  the 
ilting  restriction  were  the  occasion  of  it.     The  greatest  of  these  fall- 
1  and  the  most  wide-reacliing  in  its  effects  was  tliat  of  the  Bank  of 
f  land.     It  wa£  the  fin<t  bank  chartered  in  the  State,  and  it  received 
lexceptionally  liberal  charter.     The  State  was  not  a  stockholder  in 
( nor  did  it  render  any  reports  to  the  Treasurer.     Its  early  administra- 
was  vigorous  and  successful.     During  the  years  1816-24,  in  com- 
with  the  other  banks,  it  suffered  severe  losses,  due  partly  to  the 
Bter  of  its  officers,  who  were  now  conducting  it  sluggishly  in  con- 
its  former  active  policy.     The  bank  suspended  on  March  22, 


Immediately  after  the  failure  of  the  bank  its  afiaira  were  placed  in 
^B  hands  of  a  trustee,  with  whom  afterwards  two  others  were  associa- 
^H.  Bitt«r  enmity  existed  between  all  concerned  in  the  fraud  and  the 
^ktees. 

^  No  report  was  rendered  to  the  creditors  for  seventeen  months. 
Finally  they  became  so  exasperated  that  they  mobbed  the  houses  of 
all  the  parties  concerned  in  the  partnership,  and  there  was  considerable 
destruction  of  property.  The  mob  held  sway  for  five  days.  Upon 
Ktitiou  to  the  Legislature  an  indemnity  of  $102,550  was  granted  to 
Bose  who  suffered  by  it. 

Tlie  trustees  were  in  disagreement  among  themselves.  Two  of  them 
>wed  the  acceptance  of  $400,000  from  the  President  of  the  bank  to 
rer  Ids  obUgations,  after  the  trust  had  been  conferred.  The  Presi- 
at  pledged  bis  private  estate  to  meet  the  debts  of  the  bank,  and 
Its  against  various  parties  were  instituted  for  sums  aggi'^K^thag  over 
D.OOO,  a  large  part  of  which,  it  was  charged,  was  recovered  through 
itjust  influence  over  the  court.  By  these  means  sufficient  funds  were 
oollected  to  cover  all  claims  agamst  the  bank,  although  it  was  at  first 
thoaghtthe  creditors  would  lose  almost  everything,  but  their  ultimate 
liowefl  were  small.     The  greatest  loss  fell  upon  those  who,  in  the  height 

tthe  panin,  disposefl  of  their  claims  at  forty  to  fifty  per  cent,  discount. 
The  failure  of   the   Bank  of   Maryland  immediately  caused  runs 
upon  the  other  bank.«i,  but  they  withstood  them  without  serious  difficulty. 
The  Commert.*.ial  Bank  of  Millington  failed  in  1836.     Its  nominal 
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capital  was  f  100,000,  and  it  had  been  chartered  only  in  1832.  Its  Pred- 
dent  was  a  speculator,  who  immediately  before  the  fuhire  of  the  Hill' 
higton  bank  organized  another  in  Ha^rstown  on  deposits  in  the  old 
bank  as  capital.     The  amoant  of  its  assets  and  debts  is  anknowii. 

The  Susquehanna  Bank,  which  had  failed  in  1820,  was  reviwd. 
It  sustained  tlie  run  upon  it  made  at  the  failure  of  the  Bank  of  Mary- 
land with  difficulty,  and  soon  after  succumbed.  It  must  have'  M- 
ififted  its  creditors  in  some  way,  inasmuch  as  it  resumed  busineMi 
again  in  1836.  The  loss  in  each  of  these  cases  was  probably  noUl, 
since  the  character  of  these  banks  was  generally  known  and  their  bod 
ness  was  very  limited. 

The  Salisbury  Bank,  which  had  commenced  operations  in  Novem- 
ber, 1830,  was  compelled  to  suspend  fora  time  in  April.  1834;  howevw, 
it  soon  resumed.  In  the  Uquidation  of  debts  to  banks  their  notes  wetr 
receivable,  consequently  immediately  aftej  a  failure  the  debtors  of  tiw 
bank  were  anxious  to  purchase  at  a  di.scount  the  notes  of  the  insolreot 
bank  to  pay  their  obligation.  On  tliis  account  the  Legislature  en&ctcd 
In  1835  that  whenever  a  bank  failed  to  pay  on  demand  in  specie,  and 
was  in  condition  to  be  proceeded  against  under  the  act  of  181^  Cluip- 
ter  177,  the  notes  of  the  bank  were  not  receivable  for  debt  to  the  bruik 
unless  they  had  lieen  held  by  the  debtor  at  the  time  of  failure.  Tb* 
samc^  law  provided  that  to  settle  the  affairs  of  a  bank,  if  stockboUm 
holding  the  major  portion  of  the  stock  so  desired,  the  ChanoeOor  or 
county  court  nuKht  appoint  a  trustee,  instead  of  the  bank  olBcialn. 
This  law  was  a  direct  outcome  of  the  Bank  of  Maryland  troublei 

YisASCiiiL  Chisis  and  Sdspknsion  OV  1837. 

The  period  of  1822-37  was  one  of  almost  xutbroken  proep«rity  in  the 
eastempart  of  the  United  States;  the  difficulties  of  1825,  1828  and  18U 
were  of  short  duration,  and  their  effects  in  the  Eastern  States  wer»  not 
BO  great.  Several  circumstanoes  combined  to  produce  the  panic  of 
1837.  In  the  Qrst  place,  the  long-coutiniied  prosperity  led  natQrmUjr  to 
a  dangerous  expansion  m  industrial  enterpriseti  of  all  sorts.  The 
spirit  of  speculation  had  been  growing  for  a  decade.  In  Maryland  the 
special  form  of  speculation  was  in  the  various  improvement  acbviDMi 
They  were  to  a  great  extent  hx>al  projects,  and  drew  their 
from  within  her  bounds.  The  public  lands  were  an  object  of  ia^ 
ment  generally. 

Secondly,  the  price  of  cotton  had  been  low  for  aermaX  ytmt*,  i 
in  1836  the  wheat  crop  was  a  failure.     The  balanoe  of  trwle  had  oo*- 
tinned  against  the  United  States  for  some  yean,  and  specie  ImuI 
sent  abroad  to  adjust  her  balances. 

A  third  causc>  of  the  criiiis  was  the  general  apprehension  of 
trouble  at  tlte  closing  of  the  United  States  Bank  and  its  i 
enable  it  to  adjust  Itself  to  the  new  conditions. 

The  Baltimore,  PhilMdelphia  and  New  York  bank*  i 
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tfments  on  May  12,  1837,  shortly  after  the  specie  circular  bad  beea 

it  into  operation,  which  threw  back  upon  the  banks  their  notes  for 

lemption.     At  the  same  time  shipment  of  specie  abroad  continued, 

id  the  Crovernment  wade  heavy  demands  npon  the  deposit  bunlis. 

}pecie  in  Maryland  couiuianded  a  premium  of  six  per  cent.     To  retain 

.  the  banks  were  c-ompelled  to  suspend. 

In  Maryland  this  was  altogether  a  protective  measure;  the  banks 

were  in  a  sound  condition.     At  the  time  of  suspension  they  had  one 

dollar  in  specie  in  their  vaults  for  every  three  of  notes  in  circulation, 

which  at  that  time  was  re>?arded  a.s  the  criterion  of  soundness.     The 

ratio  of  specie  to  circulatiou  and  deposits  was  as  one  to  eight.     The 

juntry  banlia  were  ualformJy  in  as  )?ood  condition  as  the  city  bunks. 

i\\  but  four  of  them  had  been  recently  or^nized,  and  their  oi)erations 

rere  not  yet  far  extended. 

At  the  first  meeting  of  the  General  Assembly  after  the  beginning  of 
le  suspension,  a  committee  on  the  currency  was  appointed  to  examine 
ito  the  .'iolvcncy  of  the  banks  and  their  ability  to  redeem  their  notes 
Itlmately,  and  to  report  whether  or  not  they  had  forfeited  tljeir 
era  by  suspending.  The  committee  conducted  its  examination  by 
\  of  sworn  statements  from  bank  officers  in  reply  to  certain  general 
special  questions.  These  replies  were  afterwards  verified  by  the 
[jiumittee  by  a  personal  investigation  of  the  books  of  the  banks.  The 
[)tuniittee  pronounced  the  banks  without  exception  to  be  in  a  sound 
nd  hig'dy  creditable  condition. 

There  could,  however,  be  no  doubt  that  the  banks  had  rendered 
their  charters  liable  to  forfeiture.  The  general  law  of  1818  dechued  all 
charters  voidable  on  suspension.  This  had  been  reafSrmed  for  BaJtl- 
more  banks,  when,  by  the  recharter  law  of  1834  they  became  subject 
to  the  eleventh  and  thirteenth  sections  of  the  charter  of  the  Merchants* 
Bank,  and  for  the  country  banks  by  the  law  of  1836. 

The  banks  expressed  their  readiness  to  resume  at  any  time  the  Legis- 

iture  n»ight  appoint,  but  they  feare<l  the  consequences  if  they  were 

iTimpelled  to  resuuie  before  the  banks  north  of  them,  to  which  they 

rere  heavily  indebted.     Maryland  banks  were  owed  balances  by  the 

banks  of  the  Southern  States,  wliich  were  still  in  suspension.     Their 

trie  would  have  been  drained  off  to  pay  their  Northern  balances,  and 

It  the  same  time  they  would  have  had  nu  metms  of  replenishing  tbem- 

^ives  except  by  purchase  at  a  iieavy  premium.     On  January  1,  1838, 

|he  Baltimore  banks  were  in  debt  to  those  of  New  York  and  PhUadel- 

lia  SfT^O.OOO.     The  country  banks  owed  no  balances  North. 

Xte  eoiumitt«e  framed  its  recommendations  into  a  bill,  which  was 

'by  the  (leneral  Assembly  in   March,   1838.     It  provided  that 

fery  bank  and  Savings  institution  should  transmit  to  tiie  State  Treas- 

Irer,  once  a  month  during  the  9uspen.sion,  a  statement  under  oath  of 

I  condition,  and  likewise  to  every  other  bank  and  Havings  institution 

the  State  a  simiUir  statement  at  l<»ast  once  a  month  during  the  sus- 
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pension.  The  circulation  dnring  the  suspension  was  limited  to  thiw 
times  the  amount  of  the  specie  in  the  bank's  poeecsBion,  and  aftpr 
resumption  tbejr  were  not  allowed  to  issue  more  tlian  the  amount  of  tbfir 
actual  capital.  No  notes  nor  cert  iflcates  t>f  deposit  of  a  less  denomlnati<"i 
than  $5  were  to  be  issued  after  May.  183S.     Tbedatof-:  'ii.n 

was  fixed  at  January  1,  1S39,  or  within  thirty  days  after  ri  l>jf 

the  banks  of  New  York,  Pliilndelphia  and  Virjrfnia,  should  tht-y  u«»uiu«« 
previously  to  tliat  date.  Banks  complying  with  these  conditions  wei* 
freed  from  the  penalties  incurred  by  the  suspension  of  specie  payufiii; 
and  the  issue  of  small  notes. 

Thcise  provisions  were  made  with  a  view  to  preparing  the  banks  for 
resumption.  The  New  York  banks  were  compelled  by  a  State  law  to 
resume  specie  p<iyments  by  May  10,  1838.  The  Pliiladelphia  baab 
{ollowe<l  in  August,  and  those  of  Baltimore  immediately  aft 
The  resumption  caused  little  inconvenience  in  Maryland.  DLs 
were  not  diminished  at  alL 

Thb  Crisib  of  1839. 

The  prosperity  which  had  been  hoped  for  did  not  return  w 
sumption.  A  year  of  disaster  for  the  entire  country  followed,  \ 
the  South  and  West  especially  felt  Its  force.  Maryland  had  b«com«  in- 
volved in  a  large  and  increasing  debt  through  her  improvement  worki, 
whose  cost  far  exceeded  estimation,  and  from  whicJi  no  rettinu  «i^ 
being  received.  In  luany  cases  work  came  to  a  standstill  throQgb  lafk 
of  funds,  and  thus  a  vast  amount  of  public  and  private  capital  Uj 
locked  up.  Banks  among  others  were  heavy  invefltors  in  this  sort  ei 
stock. 

The  Bank  of  the  United  States,  owing  to  ita  speoalations,  had  be- 
come in  a  perilous  condition,  and  was  laboring  to  prodaoe  aaotfaflroi*' 
pension  hi  order  to  shield  itself.  On  October  10,  1899,  It  *Q*peode4, 
and  all  the  bonks  of  the  Union  except  those  of  New  England  and  K<« 
York  followed.  The  failure  of  the  Bank  of  the  United  StaUw  fellraiy 
heavily  upon  Baltimore,  where  originally  over  $1,000,000  of  Ha  (afltAl 
was  subscribed:  the  whole  capital  was  lost. 

Under  these  circumstances  the  banks  contracted  ra^dly.     latafMt 
rose  to  twenty  per  cent.     Just  before  the  BUspennoD  the  < 
Maryland  honks  had  stood  at  116,400,000,  and  the  iaraea  at  (3,40a.([ 
By  January  1,  1840,  the  discounts  had  fallen  f8,500,000  and  tike 
$500,000. 

The  financial  condition  of  the  State,  too,  was  most  wrrftrbad.  b 
the  cause  of  internal  improvement,  Maryland  liad  eubacribod  allM* 
$12,000,000,  and  had  become  involved  in  a  debt  of  «5.500.(HH\  the  iti(tf> 
est  upon  which  she  was  unable  at  that  time  to  keep  up.  The  poMB* 
revenue  paid  the  current  expenses  onJy.  No  sjntem  of  direct  f  tutfca 
was  in  use  in  the  State,  and  fur  several  years  the  incoDvenle&OM  i 
ant  upon  the  Inauguratiun  nf  one  were  felt.     The  lawa  taxing  nti  i 
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personal  property  were  not  enforeed  In  some  counties.  The  negotiation 
t>f  ainaii  abroad  failed  in  1837.  In  January,  1842,  the  State  was  driven 
1(>  suspend  payment  of  interest  on  its  debt.  Between  1837  and  1842 
he  State  borrowed  over  ^00,000,  principally  from  the  banks.  The 
luspension  of  interest  payment  thus  directly  affected  them.     At  the 

fiiiie  time  l.iek  of  re.souroes  necessitated  a  cessation  of  work  on  canals 
ind  roatbii,  and  the  State  was  again  appealed  to  for  help. 

Toa«8i8t  the  improvement  companies,  which  were  in  distress,  specific 
>ower8  of  issue  were  granted  in  a  number  of  cases.  The  Baltimore  and 
}hio,  the  Annapolis  and  Elkridge  Railroad  Companies,  the  Chesapeake 

id  Ohio  and  the  Tidewater  Canal  Companies,  were  empowered  to  issue 
up  to  $4,000,000  paper  variously  denominated  stock  orders,  certificates 

I  of  debtor  toll  notes,  secured  by  bonds  of  the  State  or  of  Baltimore  or 
)by  mortgage  of  property.  Other  companies  by  their  charters  were 
bltowed  to  make  such  issues ;  many  made  them  without  legal  sanction, 
f  he  orders  issued  by  the  Corporation  of  Baltimore  and  the  Baltimore 
■od  Ohio  Railroad  had  general  circulation,  and  were  the  most  reliable 
Cractional  currency  after  the  disappeArance  of  specie. 

An  attempt  was  mode  in  1842  to  put  an  end  to  all  issues  made  with- 

Iout  legal  sanction.  Improvement  and  other  incorporated  companies, 
faxcept  such  as  were  allowed  to  do  so  by  their  charters,  were  prohibited 
torn  issuing  any  sort  of  paper  to  circulate  as  money.  The  penalty  was 
both  corporate  and  Individual  liability  to  pay  the  full  amount  issued. 
At  the  end  of  1842  still  more  comprehensive  legislation  was  passed,  pro- 
hibiting  every  one  except  bauics  from  issuing  anything  to  circulate  as 
^■Douey,  under  penalty  of  ^0  for  each  offence.  Traders  forfeited  their 
^■licenses  for  passing  such  notes.  Besides  the  banks,  the  Baltimore  and 
Ohio,  the  Annapolis  and  Elkridge  Railroad  Companies,  and  the  Chesa- 
peake and  Ohio  Canal  Company  were  excepted  from  the  operation  of 
this  law. 

The  position  of  Maryland  banks  with  reference  to  resumption  was 
lar  to  that  of  1838;  they  were  between  two  flres,  neither  Pennsyl- 
lia  nor  Virginia  banks  were  paying  In  specie,  hence  they  hesitated  to 
the  risk  of  having  their  specie  drawn  off.  The  Le^lature  set 
^1,  1842,  for  resumption,  and  in  case  of  non-compliance  the  bank 
feited  its  charter.  On  March  18,  1842,  the  Pennsylvania  banks  re- 
inied,  and  those  of  Maryland  followed  without  hesitation. 
The  banks  were  uniformly  administered  with  care  during  the  sus- 
^^wnslons  of  1837  and  1839.  There  was  a  gradual  expansion  of  discoonis 
^^pom  1836  to  1839  to  meet  the  needs  of  patrons  whom  the  stringency 
^nran  pressing.  This  expansion  was  not,  however,  carried  to  a  degree 
^^irhich  imperilled  the  solvency  of  the  banks.  The  increase  of  issues  was 
Oompanitively  small  during  the  su.spension  of  1837.  The  calling  in  of 
^VtpBt  and  the  reduction  of  discounts  in  1839  wa;8  sharp,  and  caused 
^Koiisiderable  inconvenience.  Between  October,  1839,  and  January. 
^^840.  discounts  were  diminii^hed  $2,500,000,  or  more  than  one-seventh. 
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Intereai  rose  to  twenty  per  oeot.  on  good  paper.  SouoduMB  WM  not 
sacrificed  to  profit.  The  spade  leserre  was  maintained  above  ont^thifd 
of  the  amoant  of  the  circulation,  even  at  the  expense  uf  punhatting 
specie  at  a  considerable  premiam.  By  January  1,  1838.  iH23,W)()  in 
specie  had  been  parcha^ed  since  the  beginning  of  the  siupeusiou.  ifvnte 
of  them  had  disponed  of  gold  and  silTer,  almo6t  entirely  in  the  fonii «( 
foreign  coinu,  at  a  premiam. 

The  dividends  made  at  this  time  do  not  Indicate  excessive  profit*. 
The  dividends  of  the  twenty-two  banks  in  operation  ranged  between 
four  and  eight  per  cent,  per  annum  during  the  ye^irs  1837  and  1838. 

Daring  the  suspension  all  specie  disappeared  from  circalatkia,  ud 
all  the  banks  were  driven  to  violate  the  law  in  receiving  and  pasao^ 
notes  of  less  denomination  than  |S.  The  law  which  provided  for  n^ 
sumption  of  specie  payments  allowed  the  issue  of  small  notes  up  to  om- 
filth  the  amount  of  the  capital  paid  In.* 

Tlie  Committee  on  Currency  investigated  the  charge  tliat  dlrecton 
received  discounts  on  more  favorable  terms  than  others.  The  banks  all 
denied  that  they  discounted  to  directors  as  such ;  some  acknowledged 
that  they  favored  directors  when  their  paper  was  as  good  as  that  of 
others,  since  they  had  difficulty  in  obtaining  discounts  at  other  bank*- 
Most  of  the  banks  favored  their  regular  patrons  when  their  paper  *•» 
unquestionable.  Of  the  tot-al  discounts  ou  January  1,  1838,  of  $16,800,- 
000,  92,300,000  had  been  made  to  the  directors.  The  highest  diaooont 
to  any  one  director  was  $131, 500;  seven  directors  had  received  over 
$40,000  each. 

The  banks,  too,  almost  unanimously  confessed  tliat  during  the 
pension  they  had  discounted  to  parties  on  condition  that  the  nut 
taken  to  a  distance  to  be  put  in  circulation.  A  few,  too,  had  sent  (xrt 
agents,  chiefly  to  Southern  points,  to  buy  up  their  note»  at  a  disocKist, 
though  the  extent  to  which  this  was  practiced  was  very  small.  Altboiij^ 
it  was  prohibited  by  their  charters,  the  capital  of  all  the  banks  cbar 
tered  between  1829  and  1837,  with  a  few  exceptions,  was  paid  ijartUUf 
with  stock  notes. 

As  a  result  of  the  depression  quite  a  reduction  took  pUoe  hi  \h» 
banking  capital  of  the  State,  both  by  voluntary  lessening  by  the  stock- 
holders and  by  failure.     Four  bonks  became  insolvent. 

Liquidation  of  Insolvent  Banks. 

These  failures  led  to  further  legislation  in  regard  to  the  method  of 
procedure  in  closing  up  insolvent  banks.  The  law  of  1841  providiJ 
that  the  Governor,  upon  informatioD  that  any  bank  had  refused  trjpay 
in  specie  on  demand  or  hod  issued  small  notes  in  violation  of  law, 

•  Mil.  I^WB,  \m,  cli.  are.  The  Imuc  of  thwe  notes  wu*  prohlbltt-d  nfU-r  No«C«kK. 
IMS.  Tt>o  Uw  or  1844.  cb.  lU,  allowed  the  taue  of  notett  lietwit^n  flw  bivJ  ouadoUsrlD 
denonlnntlun  up  to  ten  per  cent,  o/  the  capital,  or  at  least  up  to  8t«  tbiniMUtd  4aiUai> 
by  eaoli  liaak. 
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■hoald  direct  the  Attorney-General  to  issue  a  scire  facias  against  Buch 
bank.  In  this  case  the  county  court  or  any  judge  of  it  uiight  by  in- 
action restrain  the  bank  from  improperly  disposing  of  it^  funds,  and 

f^ht  appoint  a  Receiver  if  it  thought  beat.    The  court  upon  proper 

ience  could  adjudge  the  charter  forfeited  and  appoint  three  trustees 
[settle  np  the  busbiess.    Thereupon  the  property  of  the  bank  vested 

ly  in  the  trustees,  and  the  court  might  require  the  bank  to  execute 
a  deed  of  assignment  to  the  trustees. 

The  time  consumed  in  the  liquidation  of  insolvent  banks  was  fre- 
quently very  long,  extending  from  five  to  fifteen  years  Id  some  cases. 
To  prevent  the  trouble  of  keeping  bank  notes  this  long  time,  while 
awaiting  dividends  of  the  assets,  the  Legislature  enacted  that  record 
might  be  made  of  such  notes  in  any  court  of  the  State,  and  the  notes 
themselves  might  be  destroyed  by  the  sheriff. 

Considerable  reduction  was  made  in  the  capital  of  the  banks,  both 
on  account  of  losses  and  also  because,  in  tlic  depression  succeeding  the 
panics  of  X837  and  1839,  they  were  unable  to  employ  profitably  their 
entire  capitals.  The  voluntary  rednction,  together  with  that  from  fail- 
ores,  amounted  in  all  to  ^,325,395-  of  this  amount,  at  least  $715,000 
waa  due  to  loss. 

For  some  years  the  State  had  been  commuting  to  money  the  right 
to  subscribe  to  the  stock  of  the  several  banks,  and  toappoint  directors  in 
them.  The  proceeds  were  appUed  to  current  expenses.  The  first  oc 
curred  in  1828,  when  the  Commercial  and  Farmers'  Bank  of  Baltimore 
agreed  to  j)ay  f9,533Vj  on  condition  that  the  State  give  up  the  right  to 
Bubsttribe  286  reserved  sliares,  and  also  the  right  to  appoint  directors. 
It  could  Htill,  however,  vote  on  the  shares  held  by  it.  The  right  to  sub- 
scribe 1,(K)0  shares  in  the  Union  Bank,  6,000  shares  in  the  Merchants' 
and  50U  shares  in  the  Hamilton  were  in  like  manner  offered  by  the  State 
to  the  banks  at  prices  varying  from  i6  to  |10  per  share.  The  right  to 
appoint  directors  in  the  Farmers  and  Merchants'  Bank  was  offered  to 
the  bank  for  ^,000,  the  right  to  vote  on  the  shares  being  retained. 

In  1^1  the  fight  against  bill  brokers  and  note  shavers  was  renewed. 
The  first  step  was  to  raise  the  cost  of  their  license  to  $3,000  yearly. 
The  penalty  for  exchanging  and  purchasing  bills  without  a  license  was 
fixed  at  $500  for  each  offence.  The  banks  were  released  from  all  obU- 
gation  to  redeem  their  notes  in  specie  for  any  foreign  or  domestic  bro- 
ker. The  next  year  these  conditions  were  mitigated  to  considerable 
extent  by  a  reduction  of  the  cost  of  license  to  $50.  This  was  brought 
about  by  the  inconvenience  arising  from  the  mass  of  depreciated  and 
oncurrent  paper  money,  chiefly  of  the  banks  of  other  States,  which  by 
means  of  the  brokers  could  be  exchanged  for  reliable  currency. 

In  1837  there  was  further  legislation  to  prevent  the  fraudulent 
manipulation  of  stock  in  the  election  of  officers.  It  provided  that 
stockholders  intending  to  canvass  the  votes  must  notify  beforehand  an 
officer  of  the  bank^  this  officer,  in  turn,  had  to  notify  all  the  stock- 
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aaeoyed  by  mortgage,  for  any  period  op  to  flve  yean  at  tiz  per  ecBt 
IxcBSASK  or  BA3na3re  Capital  I&i3-fi2. 

After  the  iadiifltrial  reriTal  which  foUotnd  the  diatnrfaaiiae  of 
42  bad  begrm,  the  biadeqoaey  of  Baltiaioire  bankfaig  eapHal  i 
toatter  of  ^>««""»*"  eao«erD  aatoog  nMrehants,  and  rarkMu  tneana  ««• 
adopted  wfthla  a  few  yean  to  rthnnlate  its  ioereaae.  Old  banks  w«n 
allowed  to  enlarge  their  capitals;  new  ooes  were  ineorpotated,  and 
Sartngi  inatitatioos  were  changed  to  regular  banka  of  diaeoont  and 
iaaoe.  Some  Saringn  banks  were  allowed  the  power  of  ianML  Btforf 
wa«  made  to  secure  the  pa^ra^  of  a  free  banking  law. 

The  formation  of  new  banks  proceeded  gradually  from  1843  to  ISO; 
from  1853  to  1858  the  rate  of  increase  was  a  little  greater  tbao 
The  total  number  of  new  banks  incorporated,  exctoaiTe  of  thoaei 
had  iMM'in  operating  before  as  Savings  banks,  was  seventeen,  aikd  tiK 
nmoiint  of  capital  allowed  them  by  their  charters  was  f3, 000.000.  Oo« 
of  tlioHe  banks  failed  to  go  into  operation,  emd  the  charten  of  tvo 
oMicm  were  repealed  by  the  Legislature,  deducting  in  all  9350,000  Iiod 
the  total  juM  mentioned.  Two  of  these  banks,  representing  |8OO,O00 
iiomituU  cnpital,  were  located  in  Baltimore. 

Noven  Savings  Institutions  were  regularly  incorporated  as  banks  and 
alliiwed  all  the  privileges  usually  given  to  banks  under  the  laws  of  tbc 
Htato.  The  conversion  of  Savings  banks  to  regular  banks  had  oocnncd 
In  two  east's  previously  to  this  time.  The  Western  Bank  of  BaltilDOIt 
hrul  Ix'eu  foniied  in  1835  from  the  Mechanics'  Saving  FTind  Soofot? 
and  at  the  Name  time  the  PeirM  Pohit  SuviuRS  Bank  was  autborixed  to 
lMH>(jmu  the  liawteni  Bank  of  Baltimore;  the  latter,  howei.*er,  did  mit 
ohangiv  The  total  authorized  capital  of  these  seven  banks  was  lU.WO, 
000,  of  which  fl,4i)n,U0<i  belonged  to  the  four  located  in  Baltimore. 
Tlie  clilef  advantages  gained  by  these  banks  were  the  power  of  I 
and  IcMH  re»ttrlctlon  in  their  invetdmeots.  The  Savings  bauka 
generally  limited  to  investing  in  bonds  and  secnritiee;  some  wervil- 
towed  to  discount  up  to  two-thirds  the  amount  of  their  deposJta  h 
making  the  change  they  became  subject  to  the  laws  oontroUlQg  baati 
goneimlly.  Two  of  them  were  allowed  to  continue  the  praotlee  of  !»• 
oalvlng  weekly  deposits  and  paying  interest  on  them  up  to  six  p«r  eWL 

Ti ^  of  (my iiiK  Interest  on  depo«it«  left  for  a  qieeifladtiaw bad 

nil  <    <iju)e  gen xriU  among  the  banks. 
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It  ia  impoesible  to  conjecture  the  extent  of  the  basinees  done  in 

rland  by  Savings  banks,  except  eo  far  as  their  number  gives  an 

IcatioD.     Though  two  or  three  had  been  incorporated  before  1830, 

aut  that  time  they  first  became  of  importance  in  Maryland.     The 

!  of  their  number  corresponds  in  time  to  the  increase  of  the  reg- 

banks.     Up  to  1842  nineteen  had  been  established  in  the  counties 

eleven  in  Baltimore.     In  moflt  cases  they  simply  invested  their  de- 

fts  and  had  no  capital  stock.     Between  1842  and  1861  twenty-nine 

I  chartered,  eight  of  which  were  in  Baltimore.     Of  the  total  num- 

'  a  capital  limit  was  fixed  for  sixteen,  aggregating  in  all  $2,800,000. 

ey  were  r^^-quired  to  send  no  reports  to  the  State  Treasurer,  and  the 

litude  of  their  operations  is  unknown.     A  very  small  number  of 

I  occurred,  only  two  or  three. 

Savtnqs  Bai«k8  Pkrmittbd  to  Issdb  Notbs. 

One  peculiar  feature   of  Maryland  Savings  banks  which   appears 
Ihave  developed  in  no  other  State,  was  the  right  given  to  some  of 
lu  to  issue  notes  to  circulate  as  money.     TJiis  privilege  was  first  con- 
by  tlie  Legislature  in  1844,  and  by  1860  nine  Savings  banks  had 
^nired  this  power.     In  nearly  every  case  it  was  the  subject  of  a  special 
I  of  the  Legislature,  and  was  not  included  in  the  charter.     The  limit 
issues  was  usually,  as  for  other  banks,  the  amount  of  the  capital 
In.     For  the  Howard  Street  Savings  Bank  it  was  fixed  at  one  fourth 
[the  deposits,  and  one-fourth  of  the  deposits  was  not  subject  to  witli- 
kwal,  but  formed  a  fund  for  note  redemption.     The  Fredericktown 
igs  Institution  w^is  allowed  to  issue  up  to$30,000,  provided  it  kept 
a  redemption  fund  1^15,000  in  certificates  of  Maryland,  Baltimore, 
ited  States  or  Chesapeake  and  Ohio  Canal  stocks.     Others  were  re- 
to  keep  a  redemption  fund  of  State  stocks  or  specie  equal  toone- 
tbe  issues.     In  each  case  the  school  fund  tax  was  required,  twenty 
Its  on  the  hundred  dollars  of  capital  paid  in  or  of  notes  issued,  as 
I  case  might  be.     In  one  or  two  cases  a  bonus  also  was  required,  as 
likewise  was  an  annual  report  to  the  Treasurer. 

To  encourage  the  growth  of  banking  capital  the  Assembly  made  a 
general  law,  March  8,  1854,  allowing  the  banks  of  Baltimore  to  uicrease 
capitals  at  times  suiting  their  convenience,  simply  upon  reporting 
increase  to  the  State  Treasurer  and  paying  the  school  tax  fund, 
leas  than  9100,000  might  be  added  at  any  one  time,  and  the  maxi- 
amounts  were  as  follows : 
Bank.sof  91,000,000  capital  and  over  might  enlarge  to  92,000,000  ; 
I  of  «90(),000  to  $1,000,000  might  enlarge  to  $1,600,000  ;  banks  of 
1  than  $900,000  might  enlarge  to  $l,0O0,0CK). 

Between  the  time  of  resumption  in  1843  and  the  passage  of  the  above 
;the  old  banks  had  added  11089,000  to  their  capital.  Within  five  years 
?r  the  act  was  passed  $1,458,000  had  been  added;  reductions,  how- 
r,  offset  this  increase  to  the  amount  ot  $397,000.     The  total  increase 
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of  active  banking  capital  from  all  soarces  was  (2,833,000,  from  |6,7M.- 

000  in  twenty  banks  in  1843  to  «12, 569. 000  operated  by  thirty-one  bonb 
in  1858.  From  1858  to  1863  the  reduction  was  greater  than  the  incwaw 
from  new  bankn. 

After  tiie  period  of  liquidation  which  followed  the  panic  of  18S9, 
the  banks  began  again  to  extend  their  credit,  and  in  1847  and  liMS  thii 
movement  became  accelerated  under  the  stimulus  of  the^iieml  indii»- 
trial  prosperity.  The  enlargement  of  discounts  proceeded  re^Uriy 
until  1854.  when  a  temporary  reaction  occurred,  on  account  largely  rf 
the  disturbed  condition  of  financial  relations  with  Europe.  After  ihii 
check  the  process  of  expansion  continued  until  1857.  This  increase  d 
bank  notes,  however,  to  a  large  extent  took  the  place  of  the  silver  coIm, 
which  by  1850  had  abuoat  entirely  disappeared  from  circulation.  FnjB 
1850  to  1854  tlie  quantity  of  money  in  circulation  was  too  small  to  per- 
form conveniently  its  uses,  and  there  was  a  con.stant  demand  fur  more 
money.  The  State  attempted  to  relieve  the  situation  by  the  charter o( 
new  banking  companies,  by  allowing  all  bank.4  to  double  their  iseme*. 
i.  e.,  to  issue  up  to  twice  the  amount  of  their  capital  paid  in.  and 
finally,  by  the  permission  granted  to  certain  Savings  banks  to  isMue. 

The  State  had  always  insisted  strenuously  that  the  money  of  d'" 
nominations  tinder  five  dollars  should  bo  coin,  and  only  under  excwp- 
tional  circumstances  had  it  departed  from  this  rule.  In  1851  silver  dol- 
lars and  half  dollars  had  become  bo  scarce  that  some  of  the  banks  taxi 
again  adopted  the  expedient  of  issuing  notes  of  denominittiotit  tm<i«r 
five  dollars,  and  the  small  notes  of  banks  of  other  State*  al.so  circulated 
hi  Marylatid  in  considerable  numbers.  The  Legislatui>e  in  May,  ISSS. 
forbade  both  their  i.ssue  by  Marj'land  banks  after  March,  1853,  and  «1* 
tbe  receipt  or  payment  of  such  notes  of  banks  Iocat«d  outride  theStAt* 
under  penalty  of  five  dollars  for  each  oflfeuce.  Tlie  inconvitnietio^  ol 
the  lack  of  small  currency  was  felt  on  all  sides,  and  quite  an  agitation 
was  iirnu»e<J  to  procure  tJio  repeal  of  the  law.  The  Baltliuore  OitT 
Council  by  almost  unammous  vote  requested  this  action,  but  witlwxil 
avail.  After  1854  the  quantity  of  specie  in  circulation  increased  in  » 
marlied  manner,  owing  to  the  influence  of  the  newly-found  gold  rain*- 

TIinHigliout  the  period  1843-57  the  quantity  of  specie  In  the  luuidf 
of  Maryland  banks  was  always  large  in  proportion  to  circulation, 
ing  these  years  there  was  always  an  amount  of  specie  in  the 
of  the  banits  equal  to  more  than  half  the  ci^nllation,  and  the  ratiitof 
specie  to  circulation  and  deposits  combined  was  never  le«s  ttmn  <)n«  to 
four.  The  following  items  from  the  reports  of  the  banks  wiU  tiny 
these  pointa : 

TsiUk  Oimilatton.  DepotU*.  SpttU. 

istt •i.ta.iM  t&srrjri  wsm 

1M7 , *,4ao.a>r  Mas,an             tjflMnj 

isu tjsse,im  &.wariL,aw              vmm' 

laSt i.»iMn  MM,ntt             s,«MH' 

im I^UIMM  ».CIUBt 
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The  condition:  of  all  the  hanks  was  soand,  and  all  redeemed  their 
notes  in  spede;  no  Maiyland  bank  paper  was  at  a  discount  within  the 
State.  In  New  York  the  notes  of  Baltimore  banks  were  at  a  slight  dis- 
eoont,  about  equal  to  the  cost  of  having  them  exchanged.  The  notes 
of  the  less  well-known  banks  of  the  State  were  quoted  in  New  York  at 
a  small  discount  ranging  from  one-half  to  four  per  cent. 

The  greatest  abuses  of  the  period  were,  first,  the  issues  of  unknown 
and  worthless  banks,  chiefly  Western  and  Southern,  which  made  their 
way  into  all  quarters  of  the  country,  furnishing  a  mass  of  greatly  de- 
preciated notes  upon  the  exchange  of  which  the  note  brokers  thrived; 
secondly,  the  appalling  amount  of  counterfeiting.  The  various  regis- 
ters and  reporters  of  counterfeit  notes,  published  monthly  or  quarterly, 
gave  information  to  the  public  of  the  many  counterfeits  in  circulation. 

GBITBBAIi  BAVKUre  LAW. 

A  general  banking  law  was  adopted  in  1853,  but  it  was  simply  a  col- 
lection of  the  laws  of  the  State  governing  banks,  with  a  few  modifica- 
tions, re-enacted  in  a  single  law,  and  all  tlie  banks  were  made  subject 
to  it,  both  those  already  existing  and  those  subsequently  chartered. 
The  occasion  of  the  passing  of  the  law  was  the  expiration  of  the  char- 
ters of  twenty  banks  of  the  State.  These  were  all  continued  to  1880, 
snbjeet  to  the  restrictions  of  the  law.  The  only  new  regulations  were 
the  foUovring: 

1.  Begulating  voting. 

For  1  to  10  shares  the  holder  was  entitled  to  one  vote  each. 

For  10  to  100  shares  the  holder  was  entitled  to  one  vote  for  every  two. 

For  100  and  over  the  holder  was  entitled  to  one  vote  for  every  five. 

2.  The  President  and  majority  of  the  directors  were  to  constitute  a 
board  for  ordinary  business  and  discounting. 

3.  Discounts  and  loans  for  directors  were  absolutely  prohibited, 
under  pain  of  fine  or  imprisonment  for  violation. 

4.  Interest  upon  deposits  was  limited  to  three  per  cent,  per  annum. 

5.  The  State  Treasurer  was  to  have  a  semi-annual  statement  of  the 
condition  of  each  bank,  which  was  to  be  published  in  the  county  in  which 
the  bank  was  located. 

6.  The  school  fund  tax  was  continued. 

The  free  banking  principle  was  entirely  omitted;  the  Legislature 
continued  to  hold  within  its  hands  the  power  to  extend  banking  privi- 
l^es.  No  special  provision  was  made  for  the  security  of  bank  notes. 
The  regulations  of  the  law  were  much  more  minute  than  those  of  the 
free  banking  bill  proposed  in  1852. 

The  act  of  1854,  chapter  152,  should  be  taken  in  connection  with  the 
above  law.  By  the  general  law  issues,  as  previously,  were  restricted  to 
the  amount  of  the  capital  paid  in ;  by  the  law  of  1854  banks  having  a 
paid-in  capital  of  less  than  $250,000  were  allowed  to  issue  up  to  double 
that  amount.     The  explanation  of  this  step  lies  in  the  fact  that  the 
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atnunnt  of  currency  wa»  found  to  be  inooDTCBiaitlj' amn;  ttkeata- 
Kion  of  bank  isenes  viaa  the  most  available  remedj  at  hand. 

Crisis  aso  Scspestsioit  of  1857. 

Tiie  continual  expansion  alone  all  lme«  thioaglioat  tbe  entire  eoan- 
try  diirinK  tlie  yeam  1842-57  culminated  In  diaaster  in  1857.  Tbe  tptc- 
Illative  condition  of  industry  stimulated  tbe  issues  of  tbe  baalu  mtil 
in  1HA7  a  oliuiax  was  reached.  Tbe  currency,  becuiuiug  increaufagJ; 
itillnted  from  1853  to  1857,  was  highly  conducive  to  over-tiaxHng,  oTe^ 
!ui|H>rtuti(in,  stock  speculation,  etc.  Tbe  rvaction  was  first  felt  in  the 
Wi<i<turn  States  in  tbe  suiuraer  of  1857.  and  uiany  Eastern  Brmc,  ondi- 
tors  of  WcMtem  concerns,  soon  failed.  Bills  on  £a«t«ra  points  were  at 
tt«n  to  fifteen  per  cent,  premium.  New  York  was  the  first  Eastern  city 
affected  by  this  panicky  state  of  affairs,  but  until  the  middle  of  October 
its  banks  were  able  to  resist  8u.spension.  A  run  began  on  the  depo«it» 
of  Eastern  banks  in  September,  and  on  September  25  the  baiik»  nf 
I'liilndelphla  suspended;  on  the  26th  those  of  Baltimore  did  Ukewiie, 
and  thelntnksof  Cumberland,  Frederick  and  other  towns  followed  toco. 
The  deposits  of  Baltimore  banks  January  4, 1858,  were  (1,683.861  lower 
than  on  tlio  same  day  of  tbe  previous  year.  This  heavy  drain  npoo 
the  specie  reserve  reduced  its  amount  $829,359. 

The  condition  of  the  banks  was  sound,  but  suspension  was  a  matter 
of  Rclf-prcservation  when  tbe  cnnlitor  banks  of  Philadelphia  bad  nu- 
pendiHl  and  those  of  the  South  were  on  the  point  of  doing  so.  KveiJ 
facility  ill  the  line  of  discounts  within  their  power  was  renderwl  K  th* 
banks  to  rt<liove  the  situation.     By  January  1,  1858,  tbe  >]  "1 

dlwxmuts  was  ^02,25G,  less  by  aluiost  half  than  the  witbd: J^ 

poalU.  The  amount  of  circulation  outstanding  decreased  tSS7,W> 
Even  after  this  strain  the  condition  of  the  Baltimore  banka  woa  hb- 
luirntlvely  strong. 

Ttio  money  market  in  Baltimore  grew  tighter  toward  tbe  muI  of 
IS57,  and  interest  was  charged  nt  one  to  one  and  a  half  per  oent.  p« 
month.  Exchange  on  New  York  was  four  and  a  half  to  five  percent, 
prcmhun,  An  effort  was  made  in  New  York  to  resume  December  l\ 
(Uid  dlxcounts  were  contracted  and  specie  procured  for  thi*  purpow. 
The  time  snMncd  rather  unfavorable,  since  the  exportation  of  spti'i)' *( 
the  mte  of  jt2.(l(H),iHiO  or  li«:i, 000,000  a  week  hod  suooeeded  the  iiuporti 
tlon  of  n  few  wii-ks  previous.  Baltimore  bank  notes  were  at  por  io 
Maryland,  ajid  lliow<  of  country  banks  were  at  very  slight  discount, 
The  public  mHUUs  to  have  exerted  very  slight  pressure  upon  the  bnab 
to  ri>i«uin«i.  Tbe  bunlu,  though  able  to  resume  at  any  time,  preforr»il  t" 
wait  for  a  genend  resumption,  or  at  least  until  aft«r  tbe  Phlladrl{>li>« 
l>niik»  had  nvHinued,  the  titne  for  which  hod  been  set  at  April  1,  1^^ 
Tliti  Virginia  luinks  also  resumed  about  tliLs  time. 

The  ureat^'Kt  nuisance  of  the  su»ip4-n>.ion  was  tbe  mass  of  foi«iP 
dull ri'i'ln ted  pa[M>r    whii-h  i-miM  unlv  1h-  iliKpoffd  of  tlir^iturli  the  wl 
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broken)  b^  paying  a  large  discount.  The  banks  would  not  receive  it; 
in  fact,  again,  &a  in  the  suspension  of  1614,  the  Baltimore  banks  refused 
to  receive  the  notes  of  Maryland  country  banks,  which  not  only  caused 
great  inconvenience,  but  also  reacted  upon  the  bonks,  causing  a  greater 
lepreciation  of  their  paper.  This  condition  of  affairs  offered  opportu- 
nity to  the  banks  of  making  arrangements  with  brokers  and  of  sending 
it  agents  to  buy  up  their  notes  at  the  lowest  possible  prices.  Tliis 
ehcme  was  worked  not  only  by  the  country  banks,  but  also  the  city 
banks  quietly  sent  their  agents  to  foreign  points  for  this  purpose. 

The  failure  of  two  country  banks;,  both  of  Allegany  county,  resulted 
from  the  crisis,     Tlie  Cumberland  City  Bank,  which  had  been  estab- 
Bhed  in  May,  1868,  made  an  assignment  on  November  26  of  the  same 
ir.    Noteholders  and  depositors  were  made  preferred  claimants.    The 
i  oould  not  have  been  large. 

The  Mineral  Bank,  also  located  in  Allegany  county,  failed  October 
1857,  with  liabUities  of  $199,681.     The  trustees  paid  83 >^  cents  on 
le  dollar  and  the  expenses  of  settlement. 

^  The  Bai/Timore  CLSARiirohHocrsB. 

Jnst  after  resumption  in  1858  the  banks  of  Baltimore  resolved  unan- 
imously to  form  a  clearing-house.     It  began  business  Monday,  March  8, 
0)8.     In  its  purpose  and  operation  it  is  very  similar  to  those  of  New 
Tork,  Boston  and  Philadelphia,  though  there  are  differences  of  detail 
arising  from  differences  in  the  magnitude  of  business  transacted. 

The  chief  point  of  difference  from  the  New  York  plan  was  the  appoint- 
gent  of  one  member  of  the  association  the  depository  bank,  in  whose 
iking  rooms  the  transactions  of  the  clearing-house  were  performed, 
id  whose  Cashier  was  manager  of  the  clearing-house.  The  smaller 
number  of  banks  clearing  and  the  smaller  amount  of  business  cleared 
in  Baltimore,  in  oompari.son  with  other  cities,  permitted  this  less  special- 
ized form  of  organization.  The  number  of  banks  clearing  at  this  time 
was  thirty-one.  No  clearing-boose  loan  certificates  bad  been  issued  up 
to  1864. 

Thb  Scspknsion  ok  1860. 

The  recovery  from  the  crisis  of  1857  was  very  rapid;  the  first  nine 

antbs  of  the  year  1860  was  one  of  the  most  prosperous  8ea.sons  in  our 

story.     The  grain  crops  were  good;  the  cotton  production  was  urijmr- 

Jleled.     After  the  fall  election,  however,  the  attitude  of  the  South 

tt«d  great  alarm,  and  the  previous  expansion  gave  way  to  contrac- 

poa  and    preparation  for  the  threatening  emergency.      Diminished 

iports  brouglit  considerable  gold  into  the  country.     The  banks  were 

"strengthening  their  position.     A  change  of  tariff  reduced  the  revenue 

froui    this    source,   and    to  meet   its  needs  the    Uovemment    issued 

(£250.000,000  in  Treasury  notes. 

The  commercial  and  financial  relations  of  the  Northern  cities  with  the 
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Soath  were  in  a  very  tmoertain  condition,  and  Northern  credit<»8  were 
ea^rly  trying  to  insure  themselves  by  early  settlements  of  their  affairs 
with  Southern  correspondents.  Immediately  after  the  election  the 
Southern  banks  felt  the  withdrawal  of  their  gold,  and  it  was  thoD(^t 
that  political  motives  had  much  to  do  with  the  removal  of  their  specie 
resources  to  Northern  banks.  At  any  rate,  the  Virginia  banks  decided 
that  their  commercial,  financial  and  political  interests  demanded  that 
they  stop  this  flow  to  the  North  by  suspension,  which  they  did  Novom- 
ber  20.    Other  Southern  banks  foUowed  on  succeeding  days. 

This  course  necessitated  the  same  action  upon  the  part  of  Baltimore 
and  Philadelphia  banks,  which  were  heavy  creditors  in  Vli^iinia  and 
elsewhere  in  the  South.  They  accordingly  suspended  November  8. 
Such  a  contingency  bad  been  anticipated,  and  preparation  had  beeo 
made  for  it  in  Baltimore,  but  the  restriction  of  the  banks  was  inflietang 
upon  the  commercial  community  the  greatest  hardships.  For  serenl 
days  preceding  the  suspension  it  had  been  almost  impossible  to  negotiate 
loans  upon  any  terms.  This  stringency  was  alleviated  after  the  nu- 
pension  as  far  as  circumstances  permitted,  and  the  public  reaped  a 
substantial  benefit. 

During  February  and  March,  1861,  the  banks  of  both  Philadel{^ 
and  Baltimore  prepared  for  resumption,  but  the  suspension  oontinaed 
in  the  South,  and  rendered  the  resumption  of  specie  payments  in  Mary- 
land hazardous.  Affairs  generally,  however,  soon  wore  a  much  mofe 
serious  aspect,  and  resumption  was  indefinitely  i>ostponed. 

The  protracted  suspension  incident  to  the  Civil  War  and  the  entire 
disappearance  of  metal  money  at  an  early  date  necessitated  li^iislatioD 
in  Maryland  to  prevent  the  infliction  of  the  penalty  prescribed  for  stu- 
pension — forfeiture  of  charter — and  to  provide  a  small  currency.    In 
May,  1861,  it  was  made  legal  for  the  banks  to  use  notes  or  certificates 
of  deposit  less  than  one  dollar  up  to  ten  per  cent,  of  the  capital  paid  in, 
though  any  bank  might  issue  $5,000  in  this  manner.     The  act  only 
applied  to  banks  already  having  the  x>ower  of  issue,  and  its  dun^on 
was  limited  to  two  months  after  the  session  of  the  General  Assembly  in 
1861.    The  following  year  (March,  1862)  this  law  was  repealed,  and  the 
banks  were  allowed  to  issue  up  to  twenty  per  cent,  of  their  paid-up  cap- 
ital in  notes  under  five  dollars,  but  none  were  to  be  nnder  one  dollar  in 
denomination.     This  law  was  to  terminate  May  10,  1864.     By  the  law 
of  1864,  chapter  13,  the  privilege  was  continued  indefinitely. 

Article  12,  of  the  Code  of  General  Public  Laws,  rendering  banks 
suspending  liable  to  forfeiture  of  their  charters,  was  amended  by  the 
act  of  May  3,  1861,  so  that  no  corporation  authorized  to  issue  notes  for 
circulation  was  subject  to  any  forfeiture  or  penalty  for  not  redeeming 
in  specie  before  March  11,  1862.  On  March  8,  1862,  the  exemption  was 
extended  to  Marcli  11,  1864. 

Tlie  groat  number  of  counterfeits  current  led  to  the  repeal  of  the  old 
law  an<l  the  sub.stitution  of  one  more  carefully  worded,  so  as  to  prevent 
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The  penalty,  two  to  ten  years  in  the  penitentiary,  was  con- 


led. 


During  the  first,  year  of  tlie  suspension  the  discount  line  of  Maryland 
iks  advanced  aboat  $1,500,000,  though  the  amount  of  circulation 
creased.  During  1862,  in  the  midst  of  inflution,  Maryland  banks 
expanded  beyond  prudence.  The  discounts  increased  86,500,000  witiiin 
the  year;  the  circulation  jumped  up  ^2,900,000  and  the  deposits  §6,- 
100,000.  The  quotations  of  stock  for  January,  1862  and  January,  1864, 
show  the  effects  of  the  expansion.  Whereas  in  1862  the  stock  of  most 
of  the  Baltimore  banks  was  more  or  less  below  par,  by  1864  the  increased 
profits  from  a  large  circulation  had  raised  them  all  to  a  premium.  The 
same  process  continaed  throughout  1863,  and  in  January,  1864,  the 
Baltimore  banks  were  in  a  condition  which  would  have  been  risky 
under  any  other  circumstances  than  in  a  genera]  suspension.  Loans 
were  increased  $2.2(Ki,0O0  during  the  year,  and  circulation  and  deposits 
increased  proportionately. 


Effects  of  thb  National  Baits  Act. 


I 

W  The  passage  by  Congress  of  the  National  Bank  Act,  or,  as  it  was 
■ntitled,  "An  Act  to  Provide  a  National  Currency,"  primarily  a  flnan- 
eiaJ  scheme  to  float  bonds  necessitated  by  the  Civil  War,  brought  before 
the  8tat«  banks  the  question  of  reorganization.  The  defects  and  incom- 
jdeteness  of  the  flrst  act,  paased  in  February,  1863,  rendered  its  effect 
npon  the  State  banks  comparatively  ulight.  In  Maryland  but  one  bank, 
the  Fell's  Point,  asked  permission  of  the  Legislature  to  i-eorganize.  The 
law  passed  in  Juno  of  the  following  year  was  much  more  effective  in 
producing  the  desired  results,  and  finally  by  the  taxation  of  all  State 
Ixuik  notes  at  ten  per  cent,  on  July  1,  1866,  nearly  all  the  old  banks 
■were  driven  over  to  the  form  of  National  banks. 

The  question  was  raised  whether  or  not  the  State  banks  might 
change  to  National  banks  without  the  State's  permission.  The  Fell's 
Point  Bank  had  taken  the  precaution  to  secure  this  by  a  special  act  of 
the  I.,egislature.     The  other  Imnks  remained  under  their  State  charters 

PtU  after  the  doubt  was  put  at  rest  by  the  passage  of  an  "  enabling 
; "  by  the  General  Assembly,  March  24,  1865. 

The  matter  was  complicated  by  the  fact  that  the  State  held  consid- 
erable bank  stock,  and  was  otherwise  the  creditor  of  the  banks. 
Further,  the  State  system  of  free  public  education  was  largely  depend- 
ent upon  the  receipts  from  the  free-school  tax  upon  banks.  In  view  of 
these  Cacts  the  General  Assembly  was  not  eager  to  allow  the  banks  to 
pass  from  its  control.  In  1864  a  joint  committee  of  both  hou.ses  was 
appointed  to  make  inquiry  in  regard  to  the  reorganization  of  the  banks 
under  the  National  Banking  Act. 

Tlie  committee  called  in  tlie  testimony  of  the  Hon.  Alexander  Ran- 
dall, the  Attorney-General,  on  the  disputed  points.     First,  in  regard  to 
e's  claims  upon  the  bonks,  he  decided  that  as  stockholder  the 
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StMte  had  no  prioritj  orer  other  ftoekholdera  or  creditors  in  event  uC 
bOmwK  or  Kqndatiaa.  As  ereditor  m  other  claims  he  arjraed  that  lli6 
State  had  ptioritf  hj  rirtoe  of  Ue  pHXogstive  as  sovereigo,  wtticb  ph- 
onty  would  be  Ia«t  if  the  books  became  oabjeet  to  the  itatloDal  law; 
fBTthenaore^  the  Stete  voold  have  no  eontrol  over  them. 

The  wmiiiffw  aii  ed  whether  or  not  the  State  bsul  power  to  prevent 
Hkm  reafgBBBBtioQ  ooder  the  National  Act.  '^Anv  sacb  art  inn,  tlie 
AUamef-Gmeni  tiioii^it,  would  be  an  attempt  to  nullify  a  law  of 
OangreB,  and  heaee  mHonidtiitional. 

Being  tfaaa  miable  to  pcereot  the  oonrei^on  of  the  State  hanks  into 
Kadonal  faaidB,  the  LegUatore  paaaed  Maich  24,  1865,  *'  Au  Art  to 
•Hktale  aojr  bank,  BaviqgB  iaatitation  or  Savings  bank  of  the  State  to 
bauum*  an  aworiaHnn  for  the  poiposes  of  banking  under  tlie  laws  (if 
tiia  Calked  Statca."  Th»  privileg«  was  conferred  upon  conditinn  that 
banks  making  the  change  first  comply  with  all  the  retiaircirn'ots  of  the 
act  of  the  first  sessioo  of  theThirty-eigtitb  Congress  of  the  United  Statei, 
entitied,  "An  Act  to  Provide  a  National  Currency,"  etc.  A  hank  iniglie 
fhanjCr^f  theownenof  three-fourths  of  the  stock  expressed  their  conseot 
ia  viWng  to  that  effect,  or  if  at  a  special  meeting  of  tlie  ^  ''-n, 

volen  holding  two-thirds  of  the  stock  so  desired.     At  thi>  i  ii« 

Tvta  niglit  be  oast  for  every  s<bare.  and  the  State  Trvasurer  voted  tli« 
State  stodc  If  the  stockholders  decided  to  change,  the  directors,  or  a 
raajority  of  then,  ooold  execute  the  organization  oertifleate  and  iraeii 
other  papers  aa  weie  neeeaaary,  and  conld  perform  all  other  a4^  neee*- 
M17- for  the  canTMsion. 

The  bank  was  ordered  to  present  to  the  Clerk  of  the  Court  of  Appml* 
of  Maryland  a  eertillcate  from  the  Conipt  roller  uf  the  Currency  tiuit  tlii- 
bank  cooeemed  had  become  a  National  bank ;  this  certiticate  wa*  to  be 
leeorded  by  the  derk,  and  a  copy  sent  to  ttie  (iovemor.  who  mu  to 
buvs  it  {mbBshed  in  the  kioality  of  the  bank.  Its  citarter  was  oonsi<l«fvd 
to  ho  nirrendered  and  its  oonwrate  powers  to  cease,  though  it  could 
eoutiune  to  use  its  corporate  name  in  dosing  its  afCairs.  No  Statu  bank 
BOBsy  was  aUowed  to  be  leiasaed  for  more  than  one  year  after  tiie  wr 
randsr  of  the  charter. 

Contrary  to  the  opinion  of  the  Attomey-Qeneral,  all  t«x«s  were  to 
beeontinued  as  bi-fore.  AU  tlie  assets  without  farther  transfer  were  to 
vtMC  In  the  association,  and  it  became  responsible  for  all  debu  iueunni 
pMviouBly  to  the  surrender  of  the  charter.  Destraotlon  of  all  plates 
and  dies  were  provided  for. 

Within  the  year  I9fi&  twenty-four  banks  passed  over  to  the  new  fonn; 
only  i>>ix  StAtn  banks  were  loft  in  1867;  these  continued  iu  existeooe  ■* 
8tatti  iMUiks  uniil  aftvr  1871,  when  at  different  intervals  all  t*ec«iiM 
Natlotial  haitk.t  cx(vpt  two,  the  People's  of  Baltimore  and  tbellafvn 
t4>wn,  A  nunll  nuuit>«>r  of  Savings  banks,  perlupa  two,  also  atuutfti 
over  In  IHflfl. 

.Mthough  in  tlu>  enabling  act  the  State  tried  to  contintie  In  tnret  I 
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iioli  had  formerly  lieen  oollected.  it  was  ansuccessful.     By  1867 
<K)1  fund  tjix  liad  dropped  from  about  $35,000  to  $3,805,  and  the 
banks  refused  to  pay  it. 

lu  1866  it  wa8  decided  to  dispose  of  the  Stat«  bank  stock,  amounting 
then  to  $463,406,  and  the  Governor,  Comptroller  and  Treasurer  of  the 
State  were  authorized  to  sell  it  at  not  less  than  its  par  value,  and  to 
invest  the  proceeds  in  funded  debt  of  the  8tat«. 

The  chief  elements  of  the  system  appear  in  the  first  charter ;  (1) 
special  legislation  in  each  case,  (2)  broad  regulations,  liberal  powers, 
freedom  of  action,  few  restrictions.  An  eager  competition,  enforcing 
prompt  attention  to  contracts,  rendered  careful  administration  a  neces- 
sity for  survival-  In  the  first  place  the  ideas  adopted  were  not  native 
^p  Maryland,  but  bad  been  worked  out  elsewhere,  notably  by  the 
^Doteh  banks  and  the  first  Bank  of  the  United  States. 

The  lack  of  uniformity  in  tlie  regulations  controlling  the  various 
hanks  was  for  a  long  time  a  source  of  confusion.  This  was  partially 
B^edied  by  making  all  the  banks  subject  to  the  fundamental  prin- 
^ples  of  the  charter  of  the  Merchants'  Bank  of  Baltimore  in  1835,  and 
farther,  by  the  passage  of  a  general  banking  law  in  1852.  State  inspec- 
tion for  public  security  alone,  and  not  by  the  State  as  stockholder,  waa 
arrived  at  long  after  it  had  been  adopted  by  other  States.  Stockhold- 
ers and  directors,  except  in  cases  of  maladministration,  were  never  made 
personally  liable  beyond  the  extent  of  their  shares.  There  were  no  pre- 
ferre<I  claimants  in  case  of  insolvency. 

The  issue  of  notes  was  competitive,  upon  the  general  credit  of  the 
banks.  Issue  upon  the  deposit  of  bonds  wa^i  rejected  to  preserve  & 
greater  elasticity  of  the  currency  and  greater  possible  profits.  The  pay- 
ment of  interest  on  deposits  was  general  from  an  early  time,  and  stimu- 
lated to  the  utmost  economical  habits  on  the  part  of  the  public.  The 
practice  of  daily  settlements  among  the  Baltimore  banks  rendered  neo- 
esaary  the  exercise  of  the  greatest  skill  and  care  in  administration,  and 
the  brisk  competition  between  each  other  and  the  branches  of  the  two 
United  States  banks,  for  a  large  part  of  the  time,  was  inoKt  salutary. 
After    the   period  1814-20,   during    which  the   Maryland    country 

(tnks  were  in  wretchetl  condition,  the  Maryland  banks  never  ceased 
^redeem  on  demand  hi  specie  except  during  times  of  general  suspen- 
on.  A  number  of  crises  were  passed  with  comparatively  little  incon- 
venience to  Maryland's  business  men.  The  cases  of  insolvency  have 
been  remarkably  few  in  Baltimore,  three  in  all,  with  no  loss  ultimately 

eling  upon  depositors  and  noteholders.  Since  1820  bankruptcy  haa 
icemed  but  five  county  banks;  only  two  of  the  five  were  of  any  con- 
[ueuoe,  and  the  loss  was  small. 

The  currency  was  always  highly  elastic,  ultimately  secure,  excepting 
the  period  1814-20  for  the  country  hanks,  and  convertible  upon  demand 
except  in  tune  of  general  suspension.  For  the  shareholders  they  earned 
fair  dividends,  not  large,  except  in  the  first  few  years.     They  collected 
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the  free  capital  and  tamed  it  to  the  assistance  of  every  form  of  indn» 
try  within  the  State.  A  long  period  of  very  conservative  banking  won 
the  entire  confidence  of  the  people.  The  Legisiatore  did  not  intrude 
upon  tlie  bankers'  domain.  To  tliis  strongly  conservative  spirit  wx 
doubtless  due  to  large  extent  the  success  of  a  system  which,  owing  to  its 
freedom  from  restrictions,  proved  deficient  under  other  eireomstanoM. 
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National  Banks. 
FiRUTVo  arv  In  thoiuaodg  of  dollars. 
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In  1S80  tho  Ixuikiii^;  law  as  ouaottHl  in  ISrO  was  extended  until  19U5. 
.V  It  hough  bank  faiUirt's  havo  ln-on  I'sotHHlingly  rare  in  Maryland,  there 
lia.«  lH>t'ii  ooiiMdvrtiMo  airitation  for  more  stringent  laws  providuigfur 
public  >uiH>rvi>ioiiof  tlio  busino.ss.  Tlio  Maryland  Bankers'  AssociatioD 
wu.s  or^'alli/.t^l  at  Italtiiiion>  in  1SiH<.  its  first  official  act  being  a  strong 
^'oluratioii  in  favor  of  t lie  goKl  standard. 
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DISTRICT  OF  COLUMBIA. 

The  manicipal  govemuient  of  the  District  of  Cohinibia  has  nobank- 

Kng  department,  and  none  of  the  banks  in  the  District  are  under  its 
Upervision.  All  National  as^aociations,  Savings  banks,  loan  and  trust 
ompanies,  and  other  banking  institutions,  organized  under  special  acts 
of  Congress,  ore  under  the  supervision  of  the  Comptroller  of  the  Cur- 
rency and  are  required  to  make  and  publish  reports  of  their  condition 
(on  the  same  dates  that  reports  are  trailed  fur  by  the  Comptroller  from 
{{ational  associations  throughout  the  United  Stat>es.  They  are  like- 
prise  subject  to  examination  by  National  bank  examiners. 
In  addition  to  the  banking  institutions  and  trust  companies  operat- 
ing under  Federal  authority,  there  are  others  in  tlie  District  doing  a 
Barings  bank  and  trust  company  business  under  State  charters.  These 
institutions  are  under  neither  Federal  nor  municipal  supervision,  but 

Kiw  subject  to  the  banking  laws  of  the  States  from  which  their  respective 
barters  were  derived  and  operate  as  branches  with  their  principal 
tank  in  the  State. 

There  are  alski  a  number  of  private  banks  and  banking  firms  doing 
business  in  the  District  without  any  special  grant  of  authority  other 
than  the  payment  of  on  annual  license  tax  to  the  District  government 
of  fifty  cents  on  each  thousand  dollars  of  capital  employed. 
^_  The  first  bank  authorized  by  law  in  the  District  of  Columbia  was 
^HOie  "  Bank  of  Columbia,"  which  was  chartered  by  an  act  of  the  Gen- 
eral Assembly  of  Maryland,  passed  December  23.  1793,  for  the  purpose, 
as  stated  in  the  preamble,  of  promoting  the  agricultural  and  commer- 
cial interest  of  the  State,  and  facilitating  the  preparations  for  the  per- 
manent residence  of  Congress  within  the  Territory  of  Columbia. 

The  capital  stock  was  fixed  by  the  act  at  10,000  shares  of  (100  each, 

^^uid  the  bank  was  authorized  to  have  succession  "  until  Congress  shall 

^Hbxeroise  jurisdiction  in,  and  assume  the  government  over,  the  Territory 

I      of  Columbia,  and  until  they  shail   by  law  annul  the  charter  hereby 

granted.'' 

On  February  15,  1811,  Congress  passed  an  act  incorporating  the 
Bank  of  Washington,  and  on  March  3,  1817,  authorized  the  incorpora- 
tion of  the  Farmers  and  Mechanics'  Bank  of  Georgetown,  the  Central 
Bank  of  Georgetown  and  Washington,  the  Bank  of  the  Metropolis,  the 
Patriotic  Bunk  of  Washington,  the  Franklin  Bank  of  Alexandria,  and 
je  Union  Bank  of  Alexandria,  and  by  the  same  act  prohibited  any  un- 
liartered  banking  company,  or  any  association,  partnership  or  coin- 
iny  of  individuals  from  doing  a  banking  business  within  the  District 
Columbia. 

In  December,  1835,  Congress  took  up  the  question  of  the  recharter 
Df  tbe  banks  in  the  District  of  Columbia  and  by  resolution  appointed  a 
elect  committee  to  inquire  into  their  condition. 

In  the  "National  Intelhgencer "  of   January  IC,  1836,  a  statement 
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was  pnblished  to  the  effect  that  the  banks  of  the  District  were  prepaRd 
to  meet  their  liabilities  immediately,  if  necessary,  in  the  foUowinft  ratio: 

Bank  of  Washington  49.84  per  cent. ;  Patriotic  Bank  of  Waslungtoo 
71.81  per  cent. ;  Bank  of  the  Metropolis  46.88  per  cent ;  Union  Bank  of 
Georgetown  78.30  per  cent. ;  Farmers  and  Mechanics'  Bank  of  George- 
town 54.52  per  cent. ;  Farmers'  Bank  of  Alexandria  43.21  per  cent,  and 
the  Bank  of  Potomac  61.85  per  cent. 

For  each  dollar  of  liabilitiee,  except  capital  stock,  each  bank  bad 
assets  as  follows  : 

Bank  of  Washington  93.30  ;  Patriotic  Bank  §1.64  ;  Bank  of  the 
Metropolis  $1.39  ;  Union  Bank  of  Qeoigetown  12.46  ;  Farmers  and 
Mechanics'  Bank  nf  Georgetown  i3.05  ;  Farmers*  Bank  of  Alexaodiik 
#1.57,  and  Bank  of  Potomac  f2.32. 

The  entire  circulation  of  the  seven  banks  in  the  District  at  that 
time  was  1964.799.90  ;  the  specie  held  by  them  was  $643,585.52  ;  their 
a^Qzregate  liabilities,  exclasive  of  capital  stock,  was  $2,813,925.26,  and 
their  ca$h  funds  $1,492,814.56.  To  meet  these  balances  the  banks  had 
diMvunt  notes  amounting  to  $3,141,559.95  ;  real  estate  $318,688.25  and 
stock  $23S..')01.93.    Total  $3,688,550.13,  a  surplus  of  $2,367,439.43. 

Of  the  banks  above  named  three  are  still  in  existence;  namely,  the 
Bank  of  Washington,  now  known  as  the  Ifational  Bank  of  Wasliing- 
ton :  the  Hank  of  the  Metropolis,  now  known  as  the  National  Metropoli- 
tan R-iuk.  and  the  Farmers  and  Mechanics'  Bank  of  Georgetown,  no* 
known  a$  tlie  National  Farmers  and  Mechanics'  Bank  of  Georgetown. 

Thorr'  art>  al^^  eitrht  other  National  banks  now  in  active  operation. 

Bank  StatMics,  183^1874. 
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SOUTHERN  STATES. 

Tbe  kMB  of  the  privilege  of  issoing  notes  has  been  daefilf  felt 
State  bmakM  of  the  Southern  States,  and  tbe  NatioDal  bankahave 
been  able  to  lueeC  the  requirements  of  certain  localities  for  a  circulotii^ 
laedfttm  as  folly  as  tbe  former  institntions.  Since  many  of  the  State 
banks  in  this  part  of  tbe  country  issaed  a  currency  that  was  not  uolj 
aoipte  in  volume,  but  entirely  safe,  it  is  qait« natural  that  then*  should 
fltffl  be  a  strong  sentiment  favorable  to  tbe  iasne  of  such  cirouiatioa  tt 
Ik0  iHi—it  day.  Even  among  those  who  believe  that  the  privile^  of 
imlttbag  Dotea  sboold  be  confined  to  National  banks,  there  is  more  of  a 
to  ooooede  the  issue  upon  the  commercial  asseta  of  tiw 
1  IS  to  be  found  elsewhere  in  the  country.  Perhaps  cJom 
I  of  comtuerce  between  the  8tat«s,  and  the  t«iid«>ney  to- 
wnA  mtarf  uniform  laws  and  commercial  usages,  will  prevent  the  nwto- 
niiaAoC  tb<>  pririleice  of  issuing  circulating  notes  to  the  State  banki; 
ImA  OB  th»  other  hand  it  may  be  said  that  if  such  funotians  vtrt 
lurtaml  to  these  banks,  public  opinion  in  the  several  Southern  8tatH 
wgalil  reqoire  restrictions  that  would  ensure  tbe  suiety  of  tbe  not*!, 
UMasb  It  voold  hardly  be  possible  to  secure  the  uniformity  provtdrd 
(wfeU  tbe  laws  regulating  the  issue  of  circulating  notes  by  tbe  Natiooil 


VUiOm/A. 

Til*  Hir^*"^  agratcn  in  Tirginia,  outside  of  tbe  National  banks,  is 
|Mt4  «w  th*  *;«tan  that  existed  with  tlie  Colonies.  Tbe  fewest  Don- 
^a^4l  haaUiNt  hkwn  haT«  been  enacted,  and  tbe  legislative  acts  rego- 
taMM  WaftdiV  fa*  Vll|ttDla  are  embodied  in  a  short  chapt«r  of  the  < 
^  iMHt  ihff*  ■nwileil  la  slight  particulars  to  meet  the  ctuuige  of 

^Ifyi^  llnf)  ai«  tto  records  in  Virginia  establishing  tbe  ezij>t<>nci*  of 
4Mk»  ilk  tb*  Conimon wealth,  before  tile  organization  of  the 
yfi  XWSMkilHA  by  act  of  General  Assembly.  Nove mbcir  23.  ITK. 
^iisi ^rr  ertl— iiw  fff  ^^t  -*—■—*'  '^-  i^-i...  io„g  pri^r  (,,  ^^^^  j^^^ 
^^^^^ifc^Hlw^uC  certain  restrictive  acts  showing  that  individnab 

^^1^  ^1^ iittr  U>  r<c\>0l  by  tbe  deuiaiidM  of  trade  fur  a  rirctUatiQ^ 

.;t«biu<new  CD  their  own  account,  and  as  (ar 
1^^^  .  rvfKwtcd  as  having  an  establiabed  busincM  In 
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Biehmond.  In  1777  a  special  act  of  Assembly  was  passed  prohibiting 
"the  ifisne  by  persons  on  their  own  private  security  of  bills  of  credit  or 
^tes  payable  to  bearer. "  Frequent  laws  enacted  previous  to  that  tiuie 
partaming  to  the  punishment  of  usury,  flxinK  thi'  value  at  which  coins 
Iboald  be  received,  and  pro^nding  penalties  for  excessive  diseouttt,  show 
!Jial  questions  akin  to  banking  occupied  the  minds  of  the  colonists  very 
sarly,  and  tliat  banks  in  Virginia  caiae  tardily  to  fill  a  demand  that  bad 

ti  pressing  for  years. 
L<ack  of  faoilities  for  exoliange  was  a  great  clog  on  the  Colonies,  and 
e  of  their  difficulties  are  expressed  in  the  act  of  General  Assembly 
K  December  14.  1662: 

"  WhmoM,  Daylio  experience  ahoweth  the  great  damage  SDStained  by  divers  mer- 
ihaata  and  other  inhabiunts  of  this  conntry  by  bllU  of  exchange  prote8t«d,  and 
^■ee  tho  usual  advance  on  goo<ls  Is  flftie  per  cent ;  Bee  it  therefore  enacted,  that 
krery  person  tu  lliis  country  drawing  one  or  more  bills  of  exchange  upon  any  man 
rhich  ahall  n^tiim  the  same  protested,  shall  pay  to  the  creditor  for  bio  damage  by 
Mseo  rtf  Ihis  retume  thirty  per  cent." 

In  October,  1666,  this  rate  of  damage  having  been  found  by  usage 
o  be  exoeaaive,  was  reduced  to  fifteen  per  cent. 

Bad  CosDmoN  ok  thb  Conrs  in  CrRcni/AxrojT. 

In  1710  the  confusion  of  coins  in  circulation  was  so  great  and  so 
nany  hardships  visited  on  debtors  by  reason  of  heavy  discounts,  that 
he  (jeneral  Assembly  fixed  the  value  of  the  coins  of  Peru,  Mexico,  Porta- 
pd,  Flanders  and  other  countries,  and  made  the  penalty  for  refusal  to 
ake  them,  a  loss  of  the  debt.  It  was  even  necessary  to  enact  u  siuiilar 
aw  to  save  the  copper  coins  of  the  mother  country  from  ruinous 
liscount. 

In  1730  the  rate  of  six  per  cent,  was  established  as  legal  interest, 
ind  the  payment  of  double  the  amount  loaned  was  provided  as  the 
>enalty  for  a  usurious  charge.  Notwithstanding  the  already  enacted 
aw,  and  its  penalties,  it  became  necessary  again  in  1714  to  fix  the  value 
it  which  gold  coins  should  be  received  for  debt,  and  counterfeiting  was 
uade  high  treason  visited  with  death.  In  1727  a  similar  law  was  passed 
n  regard  to  silver  coins,  and  a  law  passed  to  proliibit  the  cutting  of 

!|d  coins  into  lesser  pieces  tu  make  change. 
But  for  tobacco  the  "banking"  facilities  of  the  colonists  would 
ve  been  even  more  ineffleient.     In  the  year  1742,  in  the  reign  of 
Uood  King  Oeorge  II,  an  act  was  passed  further  reflecting  the  difflcul 
tiw  of  trade  without  banks  of  issue  : 

"  And  for  preventing  all  mi.'^takcs  and  controTerslcs  concemlngthe  Bllowance.4  to 
iwmade  upon  the  paiment  of  pablick,  county,  and  parish  leriea ;  Be  It  enacted,  that 

I  levies  aforesaid  shall  b«  all  tuid  In  nt'tt  tobacco." 
pfamerous  fines  were  also  paid  in  tobacco,  as  evidenced  by  an  act 
ioslog  a  penalty  on  masters  and  overseers  of  150  pounds  of  tobaooo 
>  knowingly  harbored  a  slave  not  their  own. 
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DiFFictriiTiES  vs  TJsura  Tobacco  fok  CimRKircT. 

As  all  public,  parish  and  county  dues  were  parable  in  tnbaoeo.  It 
beoanie  necessary  to  improve  the  oonvciiience  of  handlio^  and  storing 
this  commodity,  and  thus  grew  up  a  system  of  exchange  whioli  fbriD- 
genuity  compares  well  with  later  methods,  and  but  for  the  peilsbabk 
nature  of  the  basis  of  the  currency  would  have  better  stood  the  t«rt  <A 
time. 

The  colonial  government  authorized  "rolling  houses,"  named  fmn 
the  method  in  vogue  even  up  to  a  late  day  of  rolling  the  tobaoooaloog 
the  n>ad  in  hogsheads  to  the  nearest  shipping  point.  It  oo1lldben^ 
ried  to  these  rolling  houses,  where  under  government  Inspectors  it  woald 
be  weighed,  stored  and  sold,  and  the  public  dues  be  extracted  froui  Um 
proceeds  and  the  balance  deUvered  to  the  producer. 

After  all  it  was  difficult  to  pay  dues,  Ones,  etc.,  in  the  actual  tobaceo 
staple,  and  acts  were  passed  providing  that  the  inspectors  of  the  wwe- 
houses  should  be  obliged  todeliver  to  the  person  bringing  histobaooottf 
the  discharge  of  any  private  or  public  debt,  as  many  prominory  ocpt« 
under  the  hands  and  seals  of  the  said  insptectors,  as  should  be  reqnind 
for  the  full  quantity  of  tobacco  received  by  them,  "Which  note*  ■hall 
be  and  are  hereby  declared  to  be  current  &  paible  in  all  tobiwwo  pai' 
tnenta  what^ioever,  according  to  the  species  expressed  in  the  uotik 
whether  the  county  where  such  inspectors  shall  officiate  or  in  any  other 
county  next  adjacent  thereto.  ♦  •  *  And  shall  be  transf»^rre<l  froo 
one  to  another  in  all  such  paiments,  and  shall  be  paid  aikd  satisfied  bj 
the  inspector  who  signed  the  same  upon  demand." 

It  was  further  provided  that  such  notes  could  be  renewed,  wwl  f 
counterfeit  them  was  made  a  felony.  If  the  notes  were  renewed  and 
the  fees  paid,  the  tobacco  was  sold  and  the  balance  of  tb«i  pftweedi, 
after  collecting  fees,  was  turned  over  to  the  last  holder  on  demaol 
Thus  it  will  be  seen  a  large  circulating  medium  was  created. 

The  fault  in  this  system  of  circulation  wii.«i  the  nncertainty  aad  p* 
ishableness  of  its  basis.  This  is  illustrated  in  tlie  records,  by  the  ca 
merous  acts  passed  to  provide  for  deductions  from  the  amount  of  llw 
face  of  the  notes  at  re-inspeotions  when  the  tobat^co  had  detcriunttad, 
the  seiMiratiog  of  spoiled  tobacco  from  the  good,  and  tht«  \m\ 
sptViled  tobacco,  all  going  to  show  that  the  la^t  holder  of  the  U 
notes  was  likely  to  be  a  heavy  loser. 

This  condition  was  sought  to  be  guarded  agaittst  by  a  later  ac<  provU- 
ing  that  no  crop-itote  older  than  eighteen  montlui  should  \m>  loipU  teudet. 
The  scarcity  of  specie  Imre  heavily  upon  the  trade  of  the  t^ulon;,  aa^ 
as  an  encouragement  to  the  colonists  to  import  coin  an  act  was  pM>*i1 
in  17Ji5  allowing  a  relmte  of  (Ifteeu  per  cent,  on  Jutl«*«  ji«id  in  «oto 
proven  to  bo  money  iiuported  for  that  puqjose.  In  May  of  the  tutt 
year  the  denmnd  for  money  was  ho  pret«iiig  that  the  QeneiBl  Aaunblf 
authorised  John  Robinson,  Treasurer  of  tlio  Colouy,  to  fasoi'  ♦»"»«• 
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thoiufuad  pounds  of  treasury  notes,  and  they  were  made  l^^al  tender 
for  everything  "  except  his  Majesty's  quit  rents."  He  had  to  have  the 
beet. 

The  folloiving  August  the  plan  of  issuing  paper  money  had  appa- 
rently served  so  well  that  four  thousand  more  pounds  were  emitted  "tO' 
pay  the  rewards  allowed  by  law  for  Indian  enemies  killed  or  captured," 
and  twenty  thousand  pounds  "  for  the  protection  of  his  Majesty's  sub- 
jects against  the  insults  and  encroachments  of  the  French."  These 
bore  five  per  cent,  interest  and  were  redeemable  in  five  years. 

The  restricted  currency  of  that  day  and  the  demand  for  the  same 
are  also  refiected  in  the  numerous  acts  against  usury. 

Effobts  to  Pkbvbnt  Dbprkciation. 

All  debts  were  made  payable  in  the  current  money  and  the  notes, 
nafcurally  soon  commenced  to  depreciate  and  laws  were  immediately 
passed  to  prevent  it  and  grew  more  drastic  as  the  depreciation  increased. 
One  act  provided  that  where  any  person  should  in  any  suit  declare  for- 
Bteriing  money  except  where  the  debt  was  payable  in  sterling,  he  should 
be  non-suited.  The  scarcity  of  a  good  circulating  medium  was  again 
set  forth  one  year  after  the  above  issues  of  treasury  notes  in  the  pre- 
amble to  an  act  providing  for  the  emission  of  further  paper  money  to- 
the  amount  of  twenty-five  thousand  pounds,  which  sets  forth :  "  And, 
whetreas,  by  reason  of  the  long  time  allowed  for  collecting  the  duties 
imposed  by  this  act  (which  from  the  distressed  circumstances  of  the 
people)  and  the  great  scarcity  of  gold  and  silver  coin  in  this  colony  could 
not  be  sooner  done,"  etc. 

Yet  another  step  was  taken  to  advance  currency  reform,  but  which, 
at  the  same  time  makes  it  apparent  that  the  depreciation  of  treasury 
notes  was  rapid  notwithstanding  the  laws  enacted  to  keep  them  at 
par,  when  in  1757  an  act  was  x>assed  taking  up  previous  issues  by  a. 
new  one. 

The  preamble  to  the  act  states,  "And,  whereas,  the  aJlowing  treas- 
ury notes  to  bear  interest  is  found  to  be  very  burdensome  to  the  country^ 
and  not  to  have  answered  the  good  purpose  intended  by  former  acts  of 
Assembly,  and  it  will  be  prejudicial  to  have  notes  of  different  value 
ciroolating  at  the  same  time.  *  *  *  That  the  Treasurer  as  soon  as 
can  be  conveniently  done  take  in  all  such  treasury  notes  aa  have  been 
emitted." 

This  act  then  provides  for  the  payment  of  notes  previously  emitted 
by  the  issue  of  others  ranging  in  value  from  one  shilling  to  ten  poimds. 

These  notes  were  largely  counterfeited  and  the  evU  became  so  great 
that  the  penalty  was  placed  at  death  "without  the  benefit  of  clergy." 

The  issues  were  later  taken  up  by  reissues,  each  succeeding  issue 
being  larger  than  the  one  before. 

The  difiSculty  in  making  change  in  the  Colonies  had  led  to  the  exten- 
sive practice  of  dividing  gold  coins  with  a  chisel.    And  "to  prevent  the. 
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fteeeB"  and  to  further  kid  b  I 
"Hi«  MaJ«■t]rgIMlflall7pl^| 
poMe  ¥tiwmmn  and  the  lue  in  the  Cotooy  (t\ 
ids  IB  eofiper  eoiuL"    The  deouatl  (or  anuO] 
iWHittmFMvBMy,  1778,  wheneopparlutf'l 
ifirece  panbased  farnnia| 


DKrwKiATHn  or  thk  OuunuuuTAJ.  Ccbrsxct. 

I'witfa  th«  Joly  Oanaitki  of  177S  the  BeToJotknur  I 
faihen  in  TiisiBiK  WMfctit  to  wwtiin  the  fartanes  of  the  Contincotil  I 
tantm  bjr  fuithat  mmimtkaam  at  pafier.  Hie  totentiaa  tna  that  tlieyj 
■bonld  be  eqaal  to  earn,  ba*  t^id  defreciatfcm  w  their  histocy.  b{ 
Majr.  177S,  laper  too—yn<  tbs  Oi—wiaiaWh  was  made  lefpil  1 
Car  aO  doe*  and  delito  and  a  panally  oC  t«(«Bty4ve  per  cent,  on  the  tM*l 
vataevaa  imposed  for daaaad lor dbeoaatfa^  the  aune.  ABaciottivj 
■ana  time  prafaSfaited  the  imoa  ^  pemma  on  their  oim  priTale  aMariVJ 
of  bOa  pajahle  to  beaiar.  Tbaaa  fcst  iaoea  as  tbej  depindatadMf*] 
taken  np  by  newer  iisoeB  ak  their  defRciatad  Tafaie,  tiie  iaBoes  of  HWl 
beii«  at  tlM  mtio  of  tot^  to  one  Jlor  Spanish  milled  doUarn  LmbI 
oOees  were  aBtlwriaed  and  notes  bearing  Intereet  were  tried,  hot  Ihas  j 
also  suflacd  a  rapid  duptw^atiiai.  Tlw  rapid  depreetataun  of  ttuMI 
notes  and  their  mulwiii  slain j  is  itean  in  the  pc«amtale  t<»  an  art  of  j 
KovemlMr,  178L,  providing  for  tlm  aetHmnents  of  debts  on  a  Mate  a>  | 
vUehans: 


Itabaval 
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I  paipcNB  wl  I 


The  depreeistioD  at  thb  time  had  reached  a  ratio  of  ooa  Ihiiasw^ 
to  one,  and  at  that  rate  they  were  paid  in  loan  oflkie  oettiSflBlaB  avl 
passed  oat  of  cirenlatinn, 

The  ptocb  on  aecoont  of  tlie  soaivity  of  money  IbBowinif  tlie  Sew 
latiooary  War  was  so  tight  thas  an  net  was  paaacd  In  ITSt  '*toi«iir«« 
taipaTers,**  taakEog  deer  eitini  weH  drased  for  tiic  porpiiee  of  aisklai 
breeches,  commntable  with  direr  at  dght  ■*'""*c»  per  poond  fbr  e«<iV7 
sicin. 

In  178S  an  aet  wrw  passed  waMng  it  aahiwAil  lor  anjr  powM  i>* 
offf>r  in  payment  a  private  bank  blD  or  not*  tor  monc^  payable  » 
hrarer,  the  penatty  bemg  a  forfeitaiv  of  t«a  tiaM*  tke  aaMMuL  TV* 
rent  into  force  eooe  mootlis  sft*^  H*  passs^,  rimwiag  tiisi 
r«!  large  quantities  of  mm^  no«««  oat  and  Uiat  < 
§iv«tt  ti*e  holders  to  redeem  them  withoot  prnalty  (ram 
lamad  them.     In  1787  the  parmeol  of  t^sn  in  nam^  ti>im»r 
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preci&ted  issues  was  so  onerous  that  only  one-tenth  of  the  taxes  was 
red  to  he  paid  in  that  currency. 

There  is  cutitributory  evidence  in  the  act«  of  Assembly  about  this 
from  wbiclt  inferences  can  be  drawn  making  it  plain  that  there 
I  frequent  efforts  to  do  a  Imnking  businei^s  by  persons  and  eorpora- 
without  authority  of  the  (ifoverument,  but  there  are  no  records  of 
any  such  institutions. 

The  First  Bank  Chartrkbd  in  VmomiA. 

Tiio  Bank  of  Alexandria  was  the  first  bank  chartered  in  Virginia. 
a«  established  by  act  of  General  Assembly  November  33,  1792, 
<lrbich  in  its  preamble  quaintly  indicates  the  regard  in  which  banks 
were  held  in  that  day  : 

^^B  "  WUntu,  Tb«  «xp«r1ence  of  conunerclal  nations  for  several  ages  past  has  folly 
^■Ked  that  well-regulated  baolcs  are  highly  usefol  to  society,  by  promoting  panctu- 
^■gr  In  the  performance  of  contracts,  Increasing  the  medium  of  trade,  facilitating  the 
H^fment  of  taxes,  preventing  the  exportation  of  specie,  furuiahing  for  it  a  safe 
defKwit,  and  by  discount  rendering  easy  and  expeditions  the  anticipation  of  funds, 
jftUi  enacted,"  etc. 

^PThere  is  no  record  of  this  ancient  institution,  whose  capital  stock  was 
one  hundred  and  fifty  thousand  dollars.  Neither  this  bank  nor  the 
Bank  of  Richmond  appears  in  the  table  of  banks  of  that  date  contained 
in  the  appendix  to  the  Comptroller's  report  for  the  year  1876. 

The  shares  of  the  bank's  stock  were  |i200  each,  payable  in  Install- 
mentd,  and  the  failure  to  meet  any  of  the  payments  caused  a  forfeiture 
of  the  whole. 

A  stockholder  had  as  many  votes  as  he  had  shares  up  to  ten,  and 
over  that,  a  vote  for  every  five  shares. 

The  bank  had  nine  directors.  It  was  only  allowed  to  hold  such  real 
Mtaie  as  was  requisite  for  its  immediate  accommodation  in  relation  to 
the  convenient  transaction  of  its  business.  To  guard  against  specula- 
tion it  was  provided  that  the  bank  could  not  buy  any  public  securities 
or  any  goods  or  chattels  except  such  as  were  sold  under  the  execution 
of  Its  own  claims.  The  directors  met  quarterly  and  were  empowered 
"to  regulate  the  mode  of  doing  business  and  to  appoint  and  pay 
officers. "  to  charge  six  per  cent,  discount  and  to  make  dividends  semi- 
annually. The  penalty  for  embezzlement  by  a  director  was  forfeiture 
of  his  stock.  Stockholders  were  only  responsible  to  the  amount  of 
their  stock,  unless  the  amount  of  debts  should  exceed  four  times  the 
capital,  and  they  would  then  be  liable  only  after  the  property  of  the 
directors  was  exiiausted.  The  bank  had  to  report  its  condition  annu- 
ally to  the  Governor  of  the  State.  One  of  the  most  important  pro- 
visions of  this  old  charter  was  the  special  power  given  to  the  bank  to 
ooHoct  its  debts.  Persons  neglecting  to  pay  negotiable  notes  could  be 
imniedintely  sued  on  ten  days'  notice,  judgment  secured  without  right 
ppeal,  uor  were  the  defeudtiuts  allowed  the  right  to  replevy  goods 
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and  chattels  taken  under  the  execntlon.  A  clause  was  inserted  to  show 
there  was  not  any  pledge  of  public  faith  or  tliat  the  i^Jenerol  AmphiMj 
was  boand  in  any  way  for  its  support.  The  penalty  for  oountecfeitinc 
the  notes  of  this  bank  was  made  punishable  by  death  without  Mbb 
benefit  of  clergy. 

The  Banlc  of  Richmond  was  established  one  month  lat«r  than  th» 
Bank  of  Alexandria,  its  charter  dating  December  23,  1792,  and  in  nuBl 
ptirtieiilars  following  the  wording  of  the  first  charter.  Xnthing  ii 
known  of  the  history  of  this  bank  or  the  measure  of  success  it  nttiuiic<l 
The  names  of  the  men  who  were  authorized  to  sell  its  stocic  «<n' 
famous  in  Virginia  mercantile  history. 

The  capital  stock  of  the  Bank  of  Richmond  was  (400,000  in  slur  > 
of  $200  eiu;h.  Eleven  hundred  shares  were  allotted  to  Ricluuond  aoii 
300  each  to  Norfolk,  Petersburg  and  Fredericksburg,  and  anthurity 
was  given  to  establish  a  branch  bank  in  any  town  where  300  share*  of 
the  stock  were-  held. 

These  are  the  only  banks  of  which  any  record  appears  In  the  ttdt  of 
Assembly  until  December  10,  1795,  when  a  special  act  was  pawd 
authorizing  the  President  and  directors  of  the  Bank  of  the  Coitcil 
States  to  establish  offices  of  discount  and  deposit  in  the  Commoow<nlti>i 

Ebta^lishmeivt  of  BAJTKa  TTzTDBR  Statb  Costrou 

Following  this  period  in  bonkuig  in  Virginia  there  sprang  Into  life  » 
system  of  State  banking  based  on  the  old  Scotch  systeim  under  whkib  & 
half  dozen  banks  of  issue  were  authorized  with  numerous  braneb  banki 
in  every  part  of  the  State.  The  charter  provisions  of  these  banks  wo* 
the  basis  of  the  few  laws  that  have  been  enacted  in  relation  to  btok- 
ing  since  that  day. 

The  first  of  the  banks  to  be  established  under  State  control  ww  tiK 
Bank  of  Virginia,  incorporated  by  the  Oeneral  Assembly  January  \X 
1804,  with  a  capital  stock  of  one  million  five  hundred  thousaad  dolUn 
in  shares  of  one  hundred  dollars  apportioned  3,750  shares  to  Rloihiiwoii< 
3,000  to  Norfolk,  2,250  to  Petersburg,  1,000  to  FredericksbaiK,  ■»  h> 
Winchester,  450  to  Staunton  an<l  525  to  Lynchburg. 

The  charter  provided  that  the  bank  should  hold  real  e8tat4>  and  oihrr 
effects  to  the  value  of  ^,500,000,  including  the  capital  i«tcick.  Tb* 
Cashier  was  required  to  give  bond  for  ^0,000.  "The  total  oinonnt  of 
notes  thrown  into  circulation  by  the  bank  together  witli  tbn  d^btd  tn!r» 
restricted  to  four  million  Ave  hundred  thousand  dollars,  ovpr  and  wJbmt 
the  money  then  actually  deposited  in  the  Imnk; "  thai  ia,  tli«  ima9\ 
be  three  for  one  on  its  ca^h  capital,  and  this  waa  the  establMMid  I 
for  this  class  of  banks.  The  directors  were  made  liable  in  their  private] 
capacities  for  any  loss  by  reason  of  excess  of  issue.  But  in 
these  banks  rarely  issued  to  the  full  luult  aUowe<l.  Tlwiir 
allowed  them  to  buy  no  public  stock  except  their  <■ 
chance  a  discount  of  not  more  tliau  six  per  cent.     Tli 
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AJiy  State  or  Onvcmment  except  by  special  act  of  Assembly. 
Stjch  an  act  was  passed  in  1812  pcnnitting  the  Baiik  of  Virginia  and  the 
Farmers'  Bank  to  loon  money  to  the  United  States  Government,  pre- 
snmably  for  the  War  of  1812. 

It  was  provided  that  tlie  bank  should  make  annual  reports  of  the 
condition  of  its  affairs  to  the  Legislature.  Tho  notes  of  these  banlcs 
were  receivftble  for  all  payments  or  dues  to  the  State  and  all  public 
ley  lying  idle  was  deposited  with  them.  The  State  subscribed 
!),000  to  the  capital  stock  of  the  Bonk  of  Virginia,  and  borrowed  it 
tnick  at  four  per  cent.,  payable  in  t<'ii  aimual  instjdliuents.     No  note 

Cd  be  issued  of  less  than  five  dollars  value  and  no  note  was  negotia- 
nnless  so  expressed  on  its  face.  A  special  act  was  passed  the  same 
■  of  incorporation  imposing  a  penalty  of  froai  ten  to  twenty  years 
for  counterfeiting  the  notes  of  this  bank. 

The  bank  was  well  managed  and  was  lugldy  succejssfnl.  Its  notes, 
aU  payable  in  gold,  had  a  wide  circulation  and  were  at  only  one-fourth 
of  one  per  cent,  discount  in  New  York.  In  1839  it  lost  t540,000  by  bad 
loons  made  by  the  paying  teller.  With  some  changes  in  management 
it  gradually  recovered  from  tliis  loss. 

All  of  these  banks  had  branches,  and  by  swapping  notes  they  made 
it  difficult  for  the  brokers  to  prey  upon  them. 

The  Farmers'  Bank  was  chartered  February  13, 1812.  Its  stock  was 
18,000,000,  and  the  State  subscribed  for  3,334  shares.  Fifteen  directors 
were  provided  for  at  Richmond,  and  tliirteen  for  eadi  of  the  branch 
banks  at  Winchester,  Lynchburg,  Petersburg  and  Fredericksburg,  nine 
to  be  elected  by  the  State  Legislature  for  the  mother  bank,  and  eight 
for  eaoh  uf  the  branch  banks,  the  stockholders  to  elect  the  balance. 
Tbeae  branches  were  afterwards  increased  in  number  and  existed  at 

kiouB  points  in  the  State.  Each  branch  issued  its  own  notes  of  circu- 
cm  and  became  a  complete  bank  with  all  the  functions  necessary  to 
meet  the  requirements  of  the  community  in  which  it  was  established. 
The  branch  bank  swapped  notes  with  the  mother  bank  and  thus  pro- 
moted a  wide  circulation. 

Thepe  mother  banks,  sis  in  number,  were  great  institutions,  and  held 
the  complete  confidence  of  the  people.  The  law  did  not  require  that 
they  should  keep  any  reserve,  and  they  kept  none  except  the  specie  held 
in  their  vaults  to  redeem  their  notes.  The  relation  of  the  branch  banks 
to  the  communities  in  which  they  existed  is  illustrated  in  an  address  by 
William  L.  Royall,  before  the  convention  of  the  American  Bankers' 
Association  in  Denver  in  August,  1898  : 


'  One  of  the  braacbos  ot  lliv  Fannen'  Bank  of  Virginia  was  located  at  BUicks- 

f,  a  small  village  of  two  or  three  hundred  inhabitants  in  Montgomery  cuanty, 

dU  Lh  H  )■la•^i(nlS8  gmzinif  region  of  roucitry  aa  Sne  as  any  in  the  world.     This 

eb  littd  a  capital  of  tOQ.OtXi  and  a  surpluH  of  $M,000,  that  is,  it  had  $1IO,0(X)  of 

«s.     But  it  hnd  out  its  notes  to  the  amount  of  |l'Ui,274,  and  it  ki^pt  In  Its 

ilts  only  ifitfUA  of  specie  against  these  notes.    ^Vlth  capital,  surplus  and  not«8, 
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jt  bad,  tlierefore,  9356,000,  bat  iU  depodta  were  bat  f7,(M3.  It  bad  tnX  lo«n*,  hiy«- 
ever,  amoantlDi;  to  11337,000,  which  added  to  llie  coin  on  haud  about  l>a]«iK«d  tt»T«- 
soDrwx. 

Now,  this  trifling  deposit  account  has  a  deep  meaninK.  It  nioan»  that  thr  Aun- 
era  aroand,  who  borrowed  the  bank's  money,  did  not  fake  their  h.>»n»  in  lht<  form  ol 
credits  on  which  they  checked.  It  means  tbatthey  took  the bank'if  notes aiid  i<at  th«ni 
in  their  pockets  and  carried  them  home  and  paid  then<  out  to  their  n('i<:!i)>'  ir«.  und  u 
everybody  had  confldence  in  the  baulc,  whose  managers  were  the  I-  •  <A 

the  community,  nobody  ever  thought  of  Koing  to  the  bank  and  deiv.  :  ■>[>- 

tion  of  their  notes  in  coin,  so  that  once  out  they  remained  out  Indefiniirly  ami  fiK* 
lated  around  among  the  people,  performing  the  function  of  money  as  wril  m  iIm 
purest  of  gold  dollars.  The  result  was  that  they  could  so  multiply  their  cajiiul  lUi 
they  could  afford  to  charge  very  low  rates  of  interest,  and  the  people  genewHyhrf 
an  abaodanoe  of  money  ut  most  reasonable  rates." 

UNCHAJtTRRBD   BANKS  DRCLARBD   IliLBOAL. 

About  the  time  the  first  banks  in  Virginia  were  incorpomted  the  buti 
nesfl  of  banking?  and  tlie  issue  of  bills  were  found  to  be  60  prciflx«bl« 
that  numerous  private  banks  and  banks  of  unchartered  ooinp«nie^9pnuix 
up  and  their  bills  reached  a  wide  circulation.  An  act  waa  piuM'd 
February  24,  1816,  declaring  all  unchartered  banks  illegal,  and  Iteary 
penalties  were  provided,  even  to  the  forfeiture  of  bills  ai>d  property. 
These  not^s  had,  however,  found  their  way  into  wide  circulotitm,  and 
even  those  acting  in  good  faith  found  it  impossible  to  recAll  tbMn 
quickly  and  to  close  the  business  in  the  time  specified,  and  it  was  twiei 
extended,  to  the  Loudoun  Company,  the  Bank  of  Martinsburg.  the  M*y 
Dongaliela  Bank,  the  Farmers'  Company,  the  Warrenton  Company, 
the  Salem  Company,  the  Leesburg  Union  Company,  the  W(«t«rD  Bank, 
the  Charleston  Manufacturing  and  Exporting  Company,  the  Raiik  nl 
Winchester  and  other  concerns  having  extensive  not-e  issues  witbool 
right  by  charter. 

No  one  lost  anything  by  these  old  State  bonks  in  Virginin.  Ttx 
directors  in  their  individutU  capacity  and  the  property  of  the  bank 
were  luade  liable  for  any  loss  by  excess  of  issue.  The  bills  wen?  placft! 
on  the  same  footing  as  foreign  bills  of  exchange,  "  sc  that  like  rtusedy 
may  be  had  for  the  recovery  thereof  against  the  drawer." 

Half-yearly  reports  were  to  be  made  to  the  sttK'kholdere  and  anno 
ally  to  the  Legislature.  The  uiUiutes  of  the  bank  were  to  be  laid  tw 
fore  the  Legislature  on  demand,  and  a  list  of  the  stockhulden  wwto 
be  hung  up  to  public  view. 

The  Bank  of  the  Valley,  at  Winchester,  and  the  Nortbwe«t«n  Bwik 
were  established  sitnultaneously  under  an  act  of  February  fi,  1817. 
with  numerous  branches,  and  hi  all  essential  partioalan  their  ehartef 
were  similar  to  those  before  established. 

The  Merchants  and  Mechanics'  Bank,  of  Wlie^Ming,  waa  dmilari; 
cluutcred  in  1834,  and  thr-  Exchange  Bank,  of  Norfolk,  the  latt  <if  tl» 
State  goverriiuent  banks,  by  a  special  act  of  March  25,  1837.  with  « 
capital  of  over  three  itiilliori.     The  act  also  compriM'd  n  grnrnil  In* 


SOUTHERN  STATES. 


531 


'for  the  establisliment  of  banks  of  issue  based  on  State  bonds  or  the 
bonds  of  improveiuent  companies  guaranteed  by  tlie  iDtate,  and  also 
banks  simply  of  deposit  and  discount. 

Up  to  tliis  time  the  only  laws  governing  banlu  were  the  acts  incor- 
porating the  same,  and  the  aiuenduients  thereto.     The  act  establishing 
^^^e  Exchange  Bank,  of  Norfolk,  increased  the  banking  capital  of  the 
^HConuuonwealtb  by  five  million  dollars,  divided  among  the  sii  banks 
^H^bove-named,  the  State  subscribing  to  "one  moiety"  (a  half )  of  the 
^Hptock  of  each  bank.     This  act  al^o  embraced  general  regulations  for  the 
'      conduct  of  banks  (see  Code  of  Virginia,  1840),  which  with  the  changes 
made  by  succeeding  Legislatures  is  the  law  under  which  the  banks  of 
Virginia  have  long  been  incorporated  and  transact  business.     These  sir 
mother  bank.s,  witli  their  branches,  at  this  time  comprised  the  banking 
system  of  the  State,  and  with  the  numerous  free  banks  established 
between  1837  and  18G0,  Virginia  had  a  very  liberal  banking  system. 

The  six  banks  above  named  liad  branches  at  the  plaojss  designated 
as  follows:  The  Bank  of  Virginia,  at  Norfolk,  Portsmouth,  Petersburg, 
Fredericksburg,  Lynchburg,  Buchanan,  Danville,  Charleston  and  Union 
(the  latter  two  points  being  now  in  West  Virginia). 

The  Farmers'  Bank  at  Norfolk,  Petersburg,  Fredericksburg,  Lynch- 
burg, Winchester,  Danville,  Farmvilie,  Charlottesville,  WytheviUe, 
Alexandria,  Louisburg  and  Blacksburg. 

The  Exchange  Bank  at  Petersburg,  Clarksville,  Alexandria,  Abing- 
don, Salem,  Weston,  Lynchburg  and  Richmond. 

The  Bank  of  the  Valley  at  Romney,  Charleston,  Leesburg,  Staun- 
ton, Christiansburg  and  Moorefleld, 

The  Northwestern  Bank  (at  Wheeling,  now  West  Virginia),  at  Wells- 
barg,  Parkersburg  and  JeiTersonville. 

The  Merchants  and  Mechanics'  Bank  (of  Wheeling)  at  Morgantown 
and  Mt.  Pleasant. 

Some  of  the  other  banks  of  issue  established  under  the  free  bank- 
ig  act  of  March  25,  1837,  also  tiad  branches. 

Provisions  in  Reqakd  to  Circulation. 

The  law  provided  that  the  total  amount  of  the  paper  cironlation  of 

these  bunks  should  never  exceed  five  times  the  amount  of  the  coin  in 

ion  and  actually  the  property  of  the  bank.     If  the  coin  of  the 

ink  was  reduced  below  one-fifth  of  its  circulation  it  was  required  to 

top  all  discounts  tuitil  the  ratio  was  restored.     As  a  matter  of  fact 

onie  of  the  banks  issued  as  high  as  eight  to  one.     These  banks  were 

ibjected  to  inspection  by  committees  of  the  Ijcgislature  and  somotimee 

(auiinations  did  occur.     They  wen?  made  the  occ-nsions  of  a  dinner  in 

^he  directors'  rooms  and  the  figures  were  discussed  over  the  chauipagne. 

,  jjhe  banks  at  such  times  kept  their  coin  reserve  up  by  keeping  the 

mts  down.     It  is  reported  that  at  such  periods  drafts  drawn  on 

I^W  York  were  placed  in  the  safe  to  make  up  a  balance,  and  called 
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"  coin."  Be  that  as  it  may,  there  is  no  case  on  reoord  wLere  a  bank  o! 
circalation  and  deposit  failed,  and  it  is  claimed  by  t  hom^  ai?qiuiiul«d 
with  the  btuilung  of  that  day  that  no  one  ever  lost  a  dollar  by  n  Vir- 
ginia bank  note  previous  to  the  war  of  18(31,  and  they  wereat«dL»- 
count  of  only  a  quarter  of  one  per  cent,  in  Ni-w  York. 

In  addition  to  the  bunks  mentioned  there  were  uiany  bonks  that  bad 
no  circulation,  and  nothing  is  known  of  their  history  as  Uiey  made  no 
reports.  The  acts  establishing  them  are  referred  to  by  the  compilrra 
of  the  Code  as  being  "  too  numerous  to  mention."  and  the  naniMHR 
given  in  long  foot  aotea  to  pages  338,  339,  340,  of  the  Code  of  Virginia 
of  I860. 

The  period  from  1834  to  1860  is  referred  to  by  the  older  banken  u 
"  The  halcyon  days  when  there  was  a  bank  at  every  cross  roads." 

It  is  claimed  that  at  one  time  full  three  hundred  banks*  existed  io 
Virginia.  The  records  indicat*  th>it  there  were  at  least  two-thirds  that 
number  in  the  Commonwealth,  which  at  that  time  also  oompriMd  th« 
State  of  West  Virginia. 

THB  FrBR  6A17K8  OF  VlRGUnA. 

The  free  banks  comprised  a  separate  class  of  institations,  of 
there  were  quite  a  number.  The  Bank  of  the  Old  Dominion  at  Aleian- 
dria,  Va.,  was  a  good  illustration  of  this  class  of  free  banks,  that  is,  It 
had  no  State  representation  on  its  board  of  directors  and  no  part  Ot  its 
stock  was  owned  by  the  State  as  in  the  other  State  banks. 

The  Bank  of  the  Old  Dominion  was  established  March  29,  1861.  and 
when  it  deposited  with  the  State  Treasurer  the  bonds  of  the  State  or 
Becurities  bearing  six  per  cent,  interest  guaranteed  by  it  to  the  amooat 
of  (200,000 — its  minimum  capital — the  bank  was  autiiorixed  to  umt 
notes  to  the  full  amount  of  stock  guaranteed,  of  any  denomination^ 
under  five  dollars.  These  notes  were  countersigned  by  the  State' 
orer,  and  had  printed  across  their  face  the  words  "secured  by  ptedgv 
of  State  securities."  These  banks  not  only  drew  the  interest  on  tli« 
bonds  and  secured  a  working  capital  equal  to  their  face  value,  bat  th<^ 
bonds  went  to  a  premiaui  of  twenty  per  cent. 

It  was  provided  in  the  charter  of  the  Bank  of  the  Old  Dominion  and 
others  of  the  same  class  that  they  should  have  a  contingent  fut 
five  per  cent,  of  the  cash  capital  to  he  accumulated  out  of  the 
to  be  held  at  the  bank  or  any  of  its  branches  whore  aceumulatMi,  to 
meet  any  losses  on  its  notes.  In  consideration  of  the  privilcgen  gnuited 
by  the  State  every  bank  had  to  pay  to  the  State  a  bonus  of  oui>-quarter 
of  one  per  cent,  on  its  capital  stock  out  of  each  semi-annual  dividend. 
It  will  thus  be  seen  that  the  profits  to  the  State  from  its  banks  of  rirca- 
lation  were  very  large. 

These  banks  as  a  rule  were  well  managed  and  profitable,  and  tbflfr 
notes  were  in  great  demand,  being  secured  by  State  bonds,  and  lb* 
notes  stood  higher  than  the  is^uc  of  other  States,  and  a  Uuv*  battant 
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wudone  in  them  by  cattle  buyers  wlio  bov^;ht  them  for  use  in  the  Weet 
where  they  had  excellent  standing. 

The  Bank  of  the  Old  Douinion  after  the  war  was  over,  paid  its  de- 
posits, redeemed  its  circulation  and  paid  a  dividend  to  it^  stookliolders. 
This  was  the  only  one  of  these  banks  that  did  so  well,  although  most 
of  them  paid  their  notes  to  a  large  extent. 

How  A  Bank's  Qold  wa8  Savkd. 

The  Bank  of  the  Old  Dominion  secured  its  financial  integrity  through 

s  discount  clerk,  Mr.  J.  W.  Lockwood,  now  the  Cashier  of  the  National 

ank  of  Virginia  at  Richmond. 

On  the  advance  of  the  Federal  troops  to  Alexandria  the  bank's  gold 

iWas  shipped  to  Lynchburg,  and  it  was  afterwards  moved  to  Richmond 

Mr.  Lockwood's  care. 

Ttie  demand  for  gold  by  the  Qovemment  was  so  great  that  nearly  all 
the  banks  surrendered  their  gold  and  took  Confederate  securities,  and 
when  the  end  came  the  banks  were  swept  out  of  existence  with  the 
eneral  destruction. 

But  not  so  with  the  Bank  of  the  Old  Dominion,  its  faithful  discount 
erk  secured  its  gold  and  fled  with  it  S^^uth  at  the  evacuation  of  Rich- 
lond,  and  two  months  later  returned  it  to  tlie  board  of  directtirs  at 
i\lexandria  intact  along  with  two  thousand  dollars  in  silver,  which  he 
uried  in  a  sarcophagus  iu  Charlottesville  and  dug  upaft«r  his  return. 
The  President  of  this  bank  was  William  N.  McVeigh ;  P.  E.  Hoffman 
irnA  Cashier  and  G.  W.  D.  Ramsey,  a  near  relative  of  Oen.  Washington, 
was  teller.     He  was  afterwards  teller  of  the  First  National  Bank  of 
^■Alexandria,  and  so  continued  up  to  eight  years  ago  when  he  was  retired. 
^^Hcm  a  pension.     He  is  now  ninety-cue  years  of  age  and  when  a  short  time 
^ngo  was  asked  for  information  concerning  his  banking  career,  replied  in 
^T  A  beautiful  hand  as  steady  as  a  yomig  clerk's.     He  was  a  very  attentive 
man  of  business  and  would  never  take  his  vacation  except  on  legal  holi- 
days.    He  regularly  attended  the  President's  New  Year  receptions  at 
the  White  House. 
^K      The  Bank  of  the  Commonwealth  at  Richmond  was  another  of  the 
^■toiable  free  hankii,  with  a  capital  of  $500,000.      Similar  banks  existed 
^Hn  all  the  cities  and  larger  towns  of  the  Commonwealth  up  to  1861,  when 
^Rhey  practically  went  out  of  existence  by  reason  of  cheap-note  issues, 
the  circulation  having  jumped  from  less  than  ten  million  in  1860  to 
ore  than  twice  that  amount  in  1861. 

Bajtks  op  Deposit  asd  Discount. 

There  was  still  another  class  of  banks  in  Vii^pnia  prior  to  the  Civil 
Jai  and  tlioee  were  more  numerous  than  any  other — banks  merely  of 
^pofiit  and  discount.  A  law  was  enacted  in  18^  creatu)g  such  Imnks, 
id  while  they  were  regularly  chartered  few  restrictions  were  imposed 
id  thpy  were  conducted  on  a  go-as-you-please  plan.    The  fullest  powers 
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were  given  the  board  of  directors  in  making  rulee  and  conducting  the 
afFairs  of  the  bank.  The  failure  to  pay  depositors  on  demand  inirripd  u 
penalty  of  ten  per  cent,  on  the  whole  amount  from  the  time  of  such 
failure  ontQ  paid.  Provision  a^^ust  speculation,  and  the  nHv  of  <iii- 
oount  to  be  charged  were  the  principal  restrictionB  in  the  chiirters. 

The  Commercial  Savings  Bank,  of  Richmond,  chartered  in  1853,  r 
a  sample  of  this  class  of  banks.  Fifteen  business  men  organized  a  bank 
and  became  its  directors  and  owners.  They  gave  their  notos  for  ♦2,.'i(l0 
each  and  curtailed  them  ^0  every  month.  No  dividends  were  declared. 
Profits  were  allowed  to  accumulate  and  no  one  could  lx>rrow  man*? 
without  ha\ing  the  name  of  one  of  the  fifteen  as  endorser.  The  hank 
sometimes  had  from  four  to  five  hundred  thousand  dollars  on  depofrit 
and  it  gave  these  fifteen  men  considerable  power  in  the  busineM  com- 
munity. Although  four  or  five  of  the  fifteen  failed  during  its  existence, 
there  were  accumulations  sufficient  in  the  bank  to  meet  the  paper  of 
these  hidividuals  held  by  the  bank,  and  when  it  wound  up  its  affain 
the  owners  drew  about  seven  thousand  dollars  each  of  profit. 

The  City  Savings  Bank,  of  Richmond,  was  an  institution  of  Hi* 
character.  There  were  many  other  similar  banks  of  which  there  is  ddw 
ao  record,  auid  many  of  them  were  conducted  much  on  the  plan  of  Uir 
present  building  and  loan  companies.  The  people  lost  considemble 
money  by  these  banks  in  remote  places. 

The  banks  of  Virginia  in  the  period  from  1837  to  1860  liad  a  pn*- 
perouH  record,  keeping  on  an  average  ten  millions  of  not««  in  cirrtihr 
tion  without  loss.  They  were  forced  to  suspend  specie  paj'meuts  ia  lb* 
panic  of  1857,  but  they  tided  over  their  difficulties.  They  were  requlfd 
by  special  act  of  the  Legislature  to  resume  specie  payments  on  May  It 
1858,  and  they  resumed  and  continued  to  pay  until  the  war  eame  on. 

Tlie  resources  and  liabilities  of  the  twenty-four  bonks  of  cirooIatiA 
and  their  forty-one  branches,  on  January  1,  1860.  were  as  follows: 


RaSODRGU. 

IroaiM  and  dlacount* t2l,9TS,7Bii 

Btocka. 3,&8i,(r7« 

Bea]  estate I.01»,(IBS 

Other  iDvestiDeDts 488,481 

Due  by  other  ban ka ,,.,.  S,T5IMM7 

Notes  of  o1  ber  bunks i;M,aa 

Cashltems S0,*n 

Spoc'te 2,»ia,«S 


LlABIUTiai. 

Onpit«l »i«,oaiW 

Oroulation M 

Deposlto T.II 

Doe  other  buUa VJMjtt 

Other  llDbilltle* 


BAirKnro  SvBSBQtrsirr  to  thb  Civil  War. 

The  declaration  of  war  between  the  StateB  closed  tl 

perio<l  of  banking  in  Virginia.     All  of  the  baaks  praii  : 
existence  with  the  surrender  of  Ixml'>  Army  at  Appomuilox. 

They  Imtl  long  before  transferred  their  gold  to  the  Coiifedtvafap  I 
cmment  iu  place  of  Coi^oderato  securities  that  were  wortblecot  «ud  \ 
wiped  out  with  the  "  Lost  Cause."    Moet  of  them  went  Into  vole 
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Uqnidation  with  the  remnants  of  their  assets  that  sorvived  the  war, 
and  others  were  forced  into  a  settlement  through  the  ooarts  and  by 
epedal  act  of  L^islatnre. 

The  State  was  impoverished  to  the  last  degree  and  the  people  with- 
out resources  except  their  battle-swept  fields.  A  very  few  of  its  citizens 
had  limited  property  in  the  shape  of  tobacco,  and  some  cotton  in 
storage,  but  as  a  rule  the  people  had  no  assets  outside  of  their  real 
estate. 

The  National  banking  system  came  to  the  aid  of  Virginia  almost  be- 
fore the  cannon  that  fired  the  last  shot  had  cooled,  and  though  this 
system  inaugurated  by  Salmon  P.  Chase  for  enlarging  the  scope  of  the 
bond  issue  for  National  bank  purposes,  and  the  placing  of  a  ten  per 
eent.  tax  on  State  banks  was  regarded  as  only  justified  by  military 
necessity — an  operation  intended  to  force  all  financial  transactions  under 
the  guardianship  of  the  Government,  it  was  at  the  same  time  recognized 
as  the  salvation  of  the  country,  and  its  arrival  was  hospitably  received. 

But  money  had  to  be  provided  to  purchase  the  bonds  from  the  Gov- 
ernment on  which  the  circulation  of  these  banks  was  based.  Gold  wa« 
at  a  premium  of  forty-five  cents  and  the  bonds  worth  |60  in  gold  per- 
mitted the  issue  of  circulation  of  f90  in  National  Bank  notes.  The  war 
was  over  and  the  Government  strong.  The  brightest  outlook  was  pre- 
sented for  a  rapid  appreciation  of  the  bonds,  and  it  is  a  matter  of  his- 
tory that  they  steadily  rose  and  went  to  and  above  par.  While  the 
South  had  no  money,  the  North  had  it  in  plenty  and  rich  men  sent 
their  agents  South  to  embark  in  the  profitable  investment  of  establish- 
ing NationaJ  banks. 

The  old  local  bankers  and  reliable  business  men  were  taken  in  asso- 
ciation with  these  capitalists,  and  the  business  proved  very  remunera- 
tive. The  rates  of  discount  were  very  high — at  the  beginning  as  much  as 
one  or  two  per  cent,  a  month.  At  first  the  Comptroller  did  not  require 
the  embodiment  in  the  charter  of  the  clause  restricting  loans  to  six  per 
cent.,  and  later  when  he  did  enforce  this  provision  and  a  numl}er  ol 
the  directors  of  these  banks  resigned  because  the  business  was  not 
profitable  enough  at  that  rate,  and  they  were  too  honest  to  evade  it, 
others  staid  in  and  satisfied  their  consciences  with  the  plea  that  they 
had  a  right  to  "  buy  "  outside  paper  at  any  price  they  saw  fit.  They 
* '  bought "  {taper  at  these  high  rates  and  did  a  fine  business.  The  origi- 
nal owners  of  the  bonds  finally  transferred  them  to  others  and  drew 
out,  as  the  business  became  less  profitable. 

The  first  of  these  banks  established  in  Virginia  was  opened  in  the 
United  States  Custom  House  in  Richmond — all  the  buildings  in  the 
business  district,  including  all  the  banks  with  their  entire  records,  hav- 
ing been  burned  at  the  evacuation  a  few  weeks  Ijefore. 

It  was  designated  as  the  First  National  Bank,  of  Richmond,  with 
capital  stock  of  $100,000.  The  articles  of  association  were  signed  April 
17,  1865,  and  the  first  election  of  directors  occurred  in  Washington 
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April  25,  1665.     The  capital  stock  of  this  bank  ba«  been  incre«aed  froui 
time  to  time  aiid  is  now  $600,000,  tbelar^st  in  Viiyinia. 

The  National  Bank  of  Virginia  and  the  Exchaiix«)  National  B«nk 
were  chartered  the  sauie  day,  and  only  a  few  days  after  the  Flrrt  Xt- 
tional  was  organized. 

The  Planters'  National  Bank,  of  Richmond,  is  another  of  the  eariie«t 
National  banks,  having  a  capital  of  (300,000  and  a  8urpla;s  of  fTOO.iluO. 
It  was  chartered  December  8,  1865,  and  was  intended  to  l>e  a  nu«?eB«or 
to  the  old  State  institution,  the  Farmers'  Bank  of  Virginia,  but  other 
incorporators  a  few  days  before  secured  a  charter  under  that  naiue,  asd 
they  adopted  the  name  "Planters."  The  Fanners'  National  B&nk 
wa.s  later  absorbed  by  the  First  National. 

The  Merchants'  National  Bank,  of  Richmond,  with  $200,000  oainUl, 
is  also  one  of  the  oldest  of  the  National  banks.  The  People's  Nutiootl 
Bank,  of  Lynchburg,  the  Lynchburg  National,  the  Norfolk  Natiooil 
Bank,  and  the  City  National  Bank,  of  Norfolk,  are  also  aiuoog  the 
oldest  National  banks  in  Virginia. 

According  to  the  statements  compiled  from  reports  to  the  Comp- 
troller of  the  Currency,  made  on  September  7,  1899,  there  were  thirty- 
six  National  banks  in  Virginia  on  that  date  with  a  capital  stock  of 
f4,591,(H)0  and  a  surplus  of  |2, 028,800.  Their  circulation  was  $2,305,<;7S 
The  Comptroller's  report  shows  that  the  National  banks  in  \"trgiui« 
have  steadily  grown  in  number  and  in  capital  employed. 

Tlie  National  banks  and  seventy-two  State  banks  of  disoount  ud 
deposit,  eleven  Savings  banks,  and  six  trust  companien,  comprin  ttw 
banking  institutions  of  Virginia. 

State  Banks  Chartkrkd  SrxcK  the  Civil  War. 

The  first  of  the  present  State  banks  were  organized  seToral  jtut 
after  the  National  banking  system  was  establislied  in  Mrginia  nfiil 
marked  the  restoration  of  business  on  resources,  the  result  of  the  eoeff? 
of  a  people  left  in  1861  without  capital,  and  without  resoarooa  of  taf 
kind. 

The  first  banks  to  be  chartered  by  the  Legislature  aft«r  tlie  war 
Savings  banks.  The  Planters'  Savings  Bank,  of  Richmond,  the  T\uA- 
ers'  Savings  Bank,  of  Farmville,  the  Elockbridge  Savings  Bfuik,  of  Lex- 
ington, the  Farmers  and  Mechanics'  Bank,  of  Covington,  thc])ot«tourt 
Savings  Bank,  of  Buchanan,  and  the  Virginia  Savi(ig>  Bank,  of  Rich- 
mond,  wexe  all  chartered  within  the  same  month.  In  Mardi,  1866.  tb*' 
Commercial  Saving>  Bank,  of  Richmond,  the  ChristiADfeburg  SaWiap 
Institution  and  the  Cnion  Bank,  of  Richmond,  were  looorpnr»t«l. 

In  1868  the  Conittitutioual  Convention  was  held,  and  no  Lvftblatai* 
met,  but  in  the  following  years  of  1869  and  1870.  a  numt>er  nl  bul* 
were  chartered  with  huihII  capital  and  tlie  circulation  of  mooey  wtf 
largely  inorea«ed  througbuat  the  State. 
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BAKK.S  RKQt'iRRn  TO  Makr  Reports. 

No  record*  were  kept  of  State  banks  until  the  year  1885,  when  a  law 
went  into  eflfect  reqairinp  all  hanks  to  make  reports  to  the  Auditor  of 
Public  Accounts  identically  aa  the  National  banks  make  to  the  Cotnp- 
troller  of  the  Currency. 

The  Comptroller  notifies  the  Amlitor  of  V'irginia  when  he  is  al)out 
to  make  a  call  for  a  report  from  the  National  banks  and  the  Auditor 
8imaltaneou8ly  makes  a  caU  on  the  banks  of  the  State  for  their  reports. 
Failure  to  make  report  is  punished  by  heavy  fines,  and  false  reporting 
Is  punL-ihable  by  both  fine  and  imprisonment  in  the  penitentiary. 

tNo  banking  department  exists  in  the  organization  of  the  State  and 
records  have  been  kept,  not  even  the  tabulation  of  these  reports 
from  year  to  year  has  been  made  by  the  State. 

The  laT,  'ornierly  required  all  State  banks  to  be  chartered  by  the 
Let^Iatnre,  but  by  a  later  act  it  was  provided  that  joint -stock  com- 
panies and  banks  could  be  chartered  by  the  circuit  courts. 

The  requirements  to  obtain  such  a  charter  are  of  the  simpleet.  Anjr 
five  or  more  persons  may  apply  and  stating  the  amount  of  capital  stock, 
the  amount  of  real  estate  to  be  held,  the  names  and  residences  of  the 
officers  of  the  first  year,  and  the  purposes  and  manner  of  the  business 
to  b«  conducted,  can  secure  a  charter,  if  the  request  to  the  Judge  seems 
reasonable.  The  fees  being  smaller  than  for  Legislative  chiuters,  most 
of  the  banks  since  the  passage  of  this  act  have  been  chartered  by  th« 
eoorts. 

^b  SiMPUCITT  OP  THB  BAXKISa   LAWS. 

H  There  has  been  the  smallest  amount  of  legislation  in  Virginia  rela- 
4^e  to  banks.  The  law,  like  the  banks  themselves,  grew  out  of  the 
Deoenitles  of  the  case,  and  all  the  State  banks  now  in  existence  hold 
rikeir  charters  under  the  general  law  of  1838,  with  the  few  modiflca- 
^pns  that  seemed  necessary  with  the  eJiange  of  conditions. 

The  State  banks  of  Virginia  are  empowered  to  conduct  any  busi- 
nea  of  any  otlier  banks  except  the  issue  of  bank  notes.  One  of  the 
first  of  the  regular  State  banks  of  discount  and  deposit  organized  after 
the  war  was  the  Citizens'  Bank  of  Norfolk,  chartered  by  the  Legisla- 
ttupe  in  1867,  with  $3l>0.<)00  capital.     The  Bank  of  Portsmouth  was  es- 

Kished  earlier  in  the  same  year.  Among  the  first  banks  to  be 
tered  by  the  court  under  the  act  above  mentioned  was  the  Bank 
of  the  State  of  Virginia,  at  lUciimonc],  which  is  typical  of  its  class  and 
is  the  largest  of  the  Virginia  Sta,te  banks,  having  a  capital  of  $500,  IK)0. 
It  received  Its  charter  from  the  circuit  court  of  Richmond  January 
10,  1870. 

These  banks  are  not  required  under  the  law  to  have  any  reserve, 
guarantee  for  the  depositor  being  the  Integrity  and  the  lia- 
the  ofllcers  for  losses. 
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There  have  been  few  bank  filbiree  tn  Tligliiiat 
being  due  to  defaloatim  rather  than  mlinneimgiimertL 
ginia  pay  no  tax  to  the  State  exeept  the  legalar  propeity  i 
on  thebr  sharee. 

On  May  81, 1880,  ^Higiniahad  ae<renty-«iz  banb,  ot 
were  private  banks  withoat  ohaxter,  and  two  Savingi  banka, 
oomUned  capital  was  $8,086,974;  depodUa,  •7,787,101.  Ji4f  U.  VM, 
tiiere  were  tlie  same  number  od  banka.  Theeapitelateokwaat^ffl,- 
048;  depodte,  $18,787,424.  Jane  80, 18B9,  ttiere  wareeighty-afawlwli 
with  capital  etoek  $6,840,080;  deporite,  $»,106,UL 

State  Satdu. 
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Statb  Ain>  Priyatb  Banks. 

A  leport  of  the  condition  of  the  Virginia  banks,  other  than  National^ 
at  the  cloee  of  the  fiscal  year  ended  June  30,  1899,  is  as  follows : 


BB80UBCB8. 


StaUand 
privaU  bankt. 

LouM  on  real  esUte (16,703,763 

OveTdnfts 80,963 

United  States  bond* 448,880 

Stocks,  boncU  and  seoorlttM 2,007,020 

Expenses  and  preminms 84,849 

Dne  from  other  banks  and  bankers.  2,810,868 

Beal  estate,  famitareandflztores..  280,046 

Checks  and  other  cash  Items 427,980 

Specie. 442,9S8 

Notes  and  cnrrenor 797,120 

Other  reaooToes 80,096 


Total 924,669,611 

LIABIUTIK8. 

Capital  stock $4,687,844 

Sorplnstnnd 1,367,34» 

other  nndlTided  prollta 866,849 

Dividends  nnpald 80,680 

Deposits  subject  to  Check 14,430,683 

Otlier  deposita 2,077,396 

Due  otberbanksand  bankers 772,616 

Other  llabiUUes 887,496 


Total $24,659,611 

Nnmber  of  banks 72 


Savingi 
bankt. 

$2,742,666 

14,689 

671.884 

21,630 

534,232 

236,192 

73,681 

80,893 

82,286 

6,067 

$4,362,860 


$600,841 

208,108 

170,870 

18,186 

2,074,861 

1,114 

118,787 

62,279 

$4,352,850 
11 


Tnut 
eompanUt, 

$1,601,910 

1,886 

240,104 

6,372 

124,242 

129,026 

2,961 

26,198 

47,344 

166 

$2,178,352 


$652,396 

66,000 

124,256 

7,000 

11,001,089 

408,274 

30,339 


$2,178,362 
6 


Banking  in  Virginia  has  prospered  generally  and  shows  a  steady 
growth.  The  clearing-house  reports  of  the  city  of  Richmond  give  strik- 
ing evidence  of  this  fact. 

There  are  eight  banks  holding  membership  in  this  association — the 
First  National,  the  Planters'  National,  the  Merchants'  National,  the 
National  Bank  of  Virginia,  the  State,  the  City,  the  Citizens'  Exchange, 
and  the  Secority.  The  clearings  of  these  banks  for  the  first  eight 
months  of  the  years  1898  and  1899  make  an  interesting  exhibit  of  pros- 
perity. The  amounts  are  given  in  tabular  form  below,  and  a  comparison 
of  the  two  years  shows  great  growth  in  the  amount  of  money  cleared : 


1888. 

January (11,888,827 

February 9,496,840 

March 11,155,988 

Aprfl 10,011,898 

May 9,453.344 

June 10,615.686 

July 11,987,817 

August 13,478,080 


1899. 

January 115,643.661 

February 13,414,298 

March 14,093.000 

April 18,499,088 

May 18,880,180 

June 18,846,091 

July 18,984,009 

August 18,074|218' 
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Despite  present  prosperitj  the  old  Virginia  banker  stglu  for  tlie  n^ 
peal  of  the  ten  per  cent,  tax  on  State  banks  of  ciroulation,  and  the  n- 
tum  of  the  halcyon  days  from  1834  to  1861,  when  the  State  bonkamuD- 
tained  a  circulation  of  ten  millions  of  dollars  in  bank  not«»— D«*ri]r  ii  i 
times  the  present  circulation  of  the  National  banks  in  Virjrinia;  who  - 
money  was  plentiful  and  easy  to  get  at  low  rat«!«  of  interest,  atxi  dil  ] 
not  vanish  to  the  money  centers  on  the  least  warning  of  flnaaoial  or  j 
trade  disturbance. 


WEST   VIRQINIA. 


Prior  to  the  Civil  War  thia  State  formed  a  part  of  Viiginia,  with  whieh 
its  early  banking  history  Is  merged.  Since  the  accession  of  Wett  Vir 
ginia  to  the  Union,  the  banks  of  the  State  have  made  a  record  of  (iiiit^ 
growth  and  have  greatly  aided  in  developing  the  great  natural  rewmrew 
of  the  State.  It  is  only  within  the  last  six  or  eight  year*  that  propw 
attention  has  been  paid  to  the  gathering  of  data  and  tlie  supervision  of 
the  banks  chartered  by  the  State,  and  while  the  information  \s  no»  lull 
and  accurate,  it  only  applies  to  the  present,  and  not  to  the  past. 

There  were  banks,  few  indeed  in  number,  within  tliat  portion  of  tiw 
original  territory  of  Virginia  now  comprised  within  the  boundaries  <A 
West  Virginia  long  prior  to  the  separation,  and  a  brief  reference  lu  thiim 
will  show  the  foundation  of  the  present  extensive  busineea, 

One  hundred  years  ago,  as  now,  Wheeling  was  the  lar^gwt 
within  the  territory  of  tlie  State  of  Virginia  between  the  Alle 
and  the  Ohio,  and  here  the  first  bank,  strictly  speaking,  west 
mountains,  was  established  by  virtue  of  an  act  passed  by  the  ClefMial 
Assembly  of  Virginia  in  February,  1817,  although  thf  town  nf  Wdli' 
burg  has  a  prior  claim  entitled  to  consideration.  Tliis  same  lu't  ooo- 
tained  provisions  for  the  incorporation  of  banks  in  the  towns  of  (.'lariw- 
burg,  Morgantown,  Wellsburg,  Purkersburg,  Beverly  and  Middlolwurw 
— all,  with  the  exception  of  Wh«'eling,  mere  country  luuulet«,  yet  eacii 
representing  the  business  center  for  a  wide  extent  of  rich  but  gpatsel.T 
settled  country.  The  act  named  commissioners  authorized  to  reoein 
mbscriptions  to  the  capital  ."tock,  and  those  iianitHl  fur  the  WliwUtv 
bank,  the  Bank  of  Northwestt-ni  Virginia,  were  ^Vrt-hibald  Woods.  Jotui 
Wliite,  fieorge  Knox,  Noah  Zane  and  Samuel  Sprl>:g.  It  waa  furtl 
provided  that  the  subscription  books  should  be  opened  hi  Noveiiib(«i| 
1817,  and  the  bank  was  ready  for  buaineas  in  the  follo«iug  tprinc,  i 
first  President  being  Noali  Zane  and  the  first  Cashier  Thcmuui  W<i 
This  pioneer  institution  was  so  well  managed  that  during  the  puik  ' 
1837  it  was  one  of  the  few  tinancial  inistitutions  of  the  eountiy  vhMl 
did  not  close  it.s  doors,  but  during  the  war  of  the  reboiliou  it  wtot  "■( 
of  business  and  was  .succeeded  by  the  Exchange  Bank,  which  iitill  en** 
BM  the  National  Exchange  Bank. 
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bank  Founded  in  Wheeling  was  tbe  Merchants  and  Me- 
nnics',  which  dates  from  July  13,  1834,  the  first  President  he'wff  Rod- 
rk  McKee.    In  1865  the  title  was  changed  to  tlie  Merchants'  I^ational 
Bank,  which  went  into  liquidation  in  the  early  seventies.     The  Bank 
Wheeling  was  founded  in  1853,  still  existing  under  the  same  naine, 
d  in  1854  tbe  Savings  Bank  nf  Wheeling,  the  first  Savings  bank  in 
he  present  limits  of  the  State,  was  organized.     Under  various  clianges 
of  name  it  still  exists,  since  1874  as  the  Couiuiercial  Bank.     Tbe  Peo- 
ple's Kank  of  Wheeling  was  organized  in  1860,  and  these  institutions 
ere  the  banks  of  the  chief  city  of  the  State  of  West  Virginia  at  the 
e  of  its  formation  through  the  fortunes  of  war. 
The  first  banking  institution  at  Wellsburg,  for  which  precedence  is 
tlaixued  in  a  consideration  of  the  banking  business  within  the  limits  of 
the  present  State,  was  established  abotit  1813,  under  the  title  of  the 
Cbarlestown  Manufacturing  and  Exporting  Company,  this  implying  a 
ercantile  as  well  as  a  banking  business.     The  hou.se  was  probably 
ply  a  place  of  safe  deposit  for  funds.     In  1832  a  branch  of  the  North- 
western Bank,  at  Wheeling,  was  established  at  Wellsburg.     The  North- 
esteru  also  established  a  branch  at  Morgantown  at  an  early  period, 
hile  small  biujks  had  a  more  or  less  prec^u-ious  exist«nce  prior  to  the 
rebellion  at  Kanawha  Court  House,  now  Charleston,  Beverly,  Parkers- 
burg,  Clarksburg,  and  at  one  or  two  other  points.     Their  business  was 
oeoessaiily  restricted,  the  means  of  communication  for  collections  and 
transfers  slow  and  at  times  uncertain,  as  there  was  not  a  raib'oad  in  tbe 
State  aside  from  the  Baltimore  and  Ohio,  along  the  northern  border, 
with  the  branch  line  from  Orafton  to  Parkersburg,  and  yet  they  sufflced 
for  the  then  exceedingly  limited  business,  fur  the  territory  of  the  future 
State  was  sparsely  settled  and  the  great  majority  of  its  people  poor, 
^^BWbeeling  being  tbe  only  uianufucturiitg  town  and  the  chief  shipping 

f^    Tl 


Growth  of  thk  Baxkikq  Bcsinbss. 


Tbe  growth  of  the  banks  from  the  possiljle  dozen  in  1863  to  one 

hundred  and  seventeen  in  1899,  lias  been  a  remarkable  one,  and  yet  only 

in  keeping  with  the  general  prosperity  and  development  of  the  State. 

Svery  important  town  now  has  one  or   more    banking  institutions, 

rheeling  heading  the  list  with  thirteen,  eleven  State  institutions  and 

^w<»  National  banks,  liaviiig  aggregate  resources  of  twelve  millions  of 

loUars,  with  monthly  clearings  of  l)et  ween  two  and  three  millions ;  loans 

t«*i«coints  of  86,300,000,  cash  on  hand  tl,350,000,  and  deposit*  of 

8,000.     As  illustrating  the  progress  of  the  business  in  the  chief 

{ty  of  the  State  in  a  single  twelve  months,  ending  in  the  summer  of 

it   may  be  said  that   loans  increased  ^00,000,  cash  on  hand 

!(00,000,  resources  13,000.000,  and  deposits  $3,600,000.      The«e  figures 

are  a  fair  Indication  for  the  remainder  of  the  State. 

Of  that  branch  of  banking  in  Wheeling  coming  under  tbe  general 
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head  of  Savings  banks,  the  first  and  probably  the  only  one  in  the  I 
at  the  time  of  its  fonuation  was  tlie  Wheeling  Savings  Institutioo,  a 
tablished  during  the  war  of  the  rebellion.  It  failed  in  1671  as  the  n- 
suit  of  had  management.  Other  Savings  banks  established  in  reoeot 
years  liave  been  remarkably  suecewfuL 

Of  the  banking  centers  of  the  State  ontade  of  Wheeling  the  most 
prominent  are  Charleston,  the  State  capital,  with  five  banks;  Claxta- 
burg,  with  four;  Martinsburg,  with  four;  Parkersburg,  with  five,  and 
Sisters  villa,  Wellsburg,  Uorgantown,  Mannington,  Uuntingtoo,  Unl- 
ton  and  Fairmont,  with  three  each.  Many  other  towns  like  Aldereoa 
Bluefield,  Buckhannon,  Cameron,  Charlestown,  Utnton,  Jackson,  l*w- 
isburg,  MoundsvilJe,  New  Martinsville,  Piedmont,  Princeton,  WesUm. 
etc.,  have  two  banks  each,  while  there  are  but  few  couutiee,  even  to 
the  remote  mountainous  regions,  which  do  not  have  one  or  more  baub. 
with  correspondents  in  the  larger  cities  and  towns,  thus  aflordiag  facil- 
ities for  the  rapid  development  of  the  State  whidi  is  steadily  going fa^ 
ward.  Some  of  these  interior  banks  dat«  far  bac-k  in  the  history  of  tb* 
State,  examples  being  the  First  National  Bank  of  Parkersboig,  fouodrd 
in  1863,  the  year  of  the  admission  of  the  State  into  tlie  Union;  the 
Parkersburg  National  Bank  and  the  Second  National  Bank  of  tlie  same 
city,  dating  from  1865 ;  the  Kanawha  Valley  Bank  of  Charleston,  or 
ganized  in  1867;  the  Merchants'  National  Bank  of  West  Virgiuia,  ■< 
Clarksburg,  founded  in  1865 ;  the  First  National  Bank  of  Fainuout,  <w- 
ganized  in  1853,  and  some  others  of  early  date.  The  great  majonty  of 
the  banks  of  the  State,  however,  originated  in  the  last  tlft^^ui  ye*r». 
and  all  have  found  a  profitable  business,  under  a  management  wbiekJ 
has  resulted  in  suigxilar  freedom  from  the  difficulties  arising  from  aocihi 
panics  as  pervaded  the  country  in  1893.  Some  of  the  State  bulks  wiili 
but  a  modest  capital  do  an  enormous  business. 

The  State  has  a  complete  system  of  bank  examlnatioD,  the  offle>«l 
being  appointed  annually  by  the  Governor,  and  his  reports  are  pub- 
lished once  a  week  for  two  weeks,  in  the  month  of  October  or  Novem- 
ber, in  some  paper  in  the  county  in  which  the  bfuik  is  loc-ated,  wttli  k| 
pro\ision  for  special  examinations  at  any  time,  upon  order  of  the  Stat*  { 
Board  of  Public  Works, 

In  the  past  the  banking  busmess  of  the  State,  often  p  '    ndarJ 

unpropttious  conditions,  has  been  very  snooeasful,  and  a  -  wthl 

in  the  number  and  rcwurces  of  the  banks  may  bo  safely  |>ro«Iii  i««d.  f«»l 
great  as  has  been  the  development  of  the  State  in  the  rectuit  post  it  j 
has  but  started  upon  its  industrial,  manufacturing,  mitiiug  and  mernu)- 
tile  ciueer,  and  the  banking  business  most  and  will  keep  pace  trilili 
growing  needs  of  the  people. 
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State  Banks,  186^1899. 


TKAM. 


1864. 
1868.. 
1873.. 
1«T6.. 
1887.. 
1893.. 
1897.. 

isee.. 

1889.. 


^ij 

Letnuand 

«l 

diteounU.. 

9 

R 

6 

10 

$3,164,247 

14 

3,263.762 

27 

4,278.974 

66 

10,439,901 

78 

12,609,950 

83 

13,919,330 

Bpeei*. 


Capital 
ttoek. 


CtreulaUon. 


«2,061.250 

670,200 

540,000 

669,610 

819,865 

1,348,537 

3,397,210 

3.667,812 

*3,423,000 


•13,791 


Dtpoiitl. 


•1,946.715 
2,897.123 
4,288,791 
10,636.843 
13,730.840 
16,097,310 


*  Decreaae  onsed  by  changes  to  National  banks. 

National  Banks,  1864^1898. 

FigatvB  are  In  thousands  of  dollars. 


TKABS. 

1864 

1868 

1873. 

1878 

1883- 

1888 

1893. 

1898- 


^3 

2 

Loant 
and  di: 
eounU. 

U.  8. 
bondi. 

Cath 

andetuh 

item*. 

Capital. 

A<ri>(tM 

Vndi- 
vidtd 
pru/ll*. 

•265 

•326 

•204 

•186 



•28 

16 

3,519 

2,974 

766 

2,216 

•229 

97 

17 

4,349 

2,733 

630 

2,696 

857 

151 

15 

2,390 

1,540 

455 

1,656 

406 

109 

19 

3,522 

1.691 

688 

1,867 

490 

139 

20 

4.144 

817 

686 

1,966 

468 

157 

30 

6,901 

1,016 

1,104 

2,961 

765 

286 

•33 

8,667 

1,780 

1,077 

3.351 

898 

289 

1^1 
IP 


vidual 
dtpotUi. 


•134 

1,971 

2,272 

1,326 

1,382  I 
626  I 
864    ' 

1,262 


•692 
2,644 
2,843 
1,381 
2,803 
3,371 
6,632 
8,874 


*  Two  since  organized. 


NORTH  CAROLINA. 

The  constitution  of  North  Carolina  contains  nothing  on  the  subject 
of  private  or  even  State  banks.  In  the  early  colonial  days  there  was 
a  scarcity  of  gold  and  silver,  and  here,  as  elsewhere,  various  measures 
of  value  were  used.  Barter  commodities  were  doubtless  current  from 
the  beginning  of  the  settlement,  and,  in  1715,  the  Assembly  placed  fixed 
values  on  com,  wheat,  tobacco,  skins,  beef,  tar  and  eleven  other  com- 
modities, and  at  the  price  named  they  were  to  be  received  in  payment 
of  all  debts  unless  sterling  was  specified  in  the  note  or  contract.  In 
1712  there  was  serious  trouble  with  the  Tuscarora  Indians,  and  the 
dovemment  found  itself  in  debt.    The  receipts  from  the  tax  on  land, 
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imposts  on  vessels,  etc.,  were  small,  and  following  the  examples  of  ( 
Coloiues  the  Assembly  issued  "  bills  of  credit  "  in  1713.     For  the  ftnt 
ones  there  was  no  provision  for  payment  and  no  promise  to  pay.    Sue 
seeding  Issues  in  lat«r  years  followed  with  the  usnal  history  of  depreda- 
tion and  substitution.     In  1729  tbeAsaembly  attempted  to  Improvetlie 
financial  condition  by  providing  for  an  issue  of  bills  of  credit  of  wiiivti 
£30,000  W8UJ  to  be  placed  in  the  hands  of  precinct   treasurers  to  be 
loaned  to  the  people  generally  for  a  period  of  flft«en  years  oo  \a3xi 
security.     The  interest  and  part  of  the  principal  were  to  be  paid  juinu 
ally,  the  profits  to  go  toward  paying  expenses  of  the  Govemnienl.    But 
the  Lords  Proprietors,  except  Carteret,  had  sold  their  Carolina  inter 
ests  to  the  King  and  the  first  royal  Tiovemor,  Burrington.  who  i 
over  in  1730,  declared  tliis  attempt  at  land  banking  invalid. 

In  1756  the  Assembly  issued  treasury  notes  bearing  six  per  cent  in- 1 
terest  to  be  redeemed  by  a  poll  tax  of  two  shillings  and  a  duty  of  tiial 
pence  on  all  importM  liquors  for  one  year,  and  other  similar  lflni08weraj 
made  from  time  to  time.     From  1748  to  1764  there  was  emitted: 

BUls  of  credit  at  proclamation  stAndard tBUSOi 

TraMurynotes  bearing  interest ai,7TS 

Total £U4ja» 

Redeemed IBkOn   Us,  101 

In  circulation £7S,CSS    itt,   il 

In  1767thematterof  a  proper oirculatingmedium  for  theColooleet 
fully  discussed  in  Parliament,  and  a  suggestion  was  made  looking  toward ' 
the  establishment  of  the  Bank  of  America,  as  a  branch  of  the  Bank  of 
England,  which  should  issue  notes  and  attend  to  the  financial  needs  of     i 
the  Colonies,  but  the  idea  was  never  carried  out.  ■ 

In  1791  North  Carolina  stood  ahead  of  New  York  in  popnl«tioii  wdfl 
importance  and  fourth  in  the  list  of  States  of  the  Union,  bat  as  fft  kH 
had  no  bank  and  few  laws  pertiuning  to  financial  affairs.  Promiacty  ■ 
notes  were  made  negotiable  by  an  act  of  November,  1762,  whioii «»» 
the  first  law  concerning  commercial  paper.  The  next  act  was  "  for  tli«  i 
security  of  the  Bank  of  North  America"  (Philadelphia),  and  madaj 
counterfeiting  any  note  of  this  bank  a  felony  without  benefit  of  eleqfy.  j 

First  Chabtbrkd  Basks  in  the  Btatb, 

A  few  other  act«  concerning  counterfeiting  and  the  nolle 
debts  are  found,  but  nothing  of  importance  until  1804.     In  thia; 
two  banks  were  chartered.     The  preamble  to  the  act  estAbUaliloif  1 
flnt  one,  the  Bank  of  Cape  Fear,  reads  as  followii :     "  WberSM,  tb« 
creaac  of  population  aad  commerce  in  the  dintrictii  of  WUniagtOCl  i 
Fayctteville  render  it  expedient  that  a  bank  should  be  ottabUsbed  fo 
their  accommodation  in  the  town  of  Wilmington,  b«i  it  enaetMl.  «<'-' 
The  capital  st<x;k  was  not  to  exceed  CS50.000,  divided  Into  aham  of  |U»J 
each.     Commissioners  were  named  in  the  act  for  opening  books  oli 
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ecription.  Shares  were  to  be  paid  in  gold  or  silver  *'  one-fourth  at  time 
of  subscribing,  one-fourth  within  sixty  days  after  the  bank  shall  go 
Into  operation,  one-fourth  within  one  hundred  and  twenty  days  and 
one-fourth  in  six  months."  The  corporation  was  to  continue  until  Jan- 
\Ty  1,  1820,  and  the  bank  was  to  go  into  operation  when  $25,000  waa 
kbecribed.  Authority  was  given  for  a  branch  at  FayettevLUe  and  the 
bank  was  forbidden  to  take  more  than  six  per  cent,  "for  or  on  account 
of  its  loans  and  discounts,"  Ifote  issues  were  limited  to  (1750,000  ''over 
and  above  the  moneys  actually  deposited  in  the  bank  for  safe  keeping." 
ease  of  excess  the  directors  were  to  be  individually  liable. 
The  State  reserveil  the  right  to  subscribe,  at  any  time  within  three 
to  an  amount  not  exceeding  ^5,000  of  the  stock,  and  in  case  this 
oount  was  taken,  authority  was  given  for  a  corresponding  increase  in 
note  issues.  A  provision  was  ali<o  ntade  that  this  bank  might  become 
a  branch  of  any  general  bank  fur  the  State  which  might  hereafter  be 
established. 

The  charter  for  the  Bank  of  Newborn  contains  almost  exactly  the 
jue  provisions.  Its  capital  was  to  be,  however,  only  ^00,000.  In 
)7  the  Treasurer  was  autliorized  by  act  of  the  Aasenibly  "in  the  name 
the  State  to  subscribe  in  the  banks  of  Cape  Fear  and  Newbem  for 
number  of  shares  (250)  which  the  State  has  reserved  the  right  of 
xbKcribing  for,  in  each  of  the  said  banks." 
The  act  further  provided  that  one-third  of  the  amount  be  paid  im- 
mediately out  of  the  public  treasury  and  that  interest  at  four  per  cent, 
jdionld  be  allowed  for  deferred  payments.  After  all  payments  were 
de  the  Treasurer  was  further  authorized  to  borrow  from  the  banks 
the  amount  of  stock  held,  and  the  loan  was  to  be  continued  until 
ie  dividends  on  the  stock  ha*l  paid  the  debt.  The  Treasurer,  Coiiip- 
jUer  and  Secretary,  or  any  two  of  them,  were  authorized  and  empow- 
ered to  appoint  three  additional  directors  for  each  bank  to  reoresent  the 
State,  and  the  notes  of  the  bank  were  declared  to  be  receivable  in  pay- 
ment of  all  public  dues  and  at  the  public  treasury.  In  1809  a  law  was 
passed  to  prevent  the  circulation  of  promissory  notes  or  due  bills  for 
less  than  ten  shillings,  and  imposing  a  fine  of  five  pounds  for  each 
oiFence. 

In  the  same  year,  for  the  first  time,  the  currency  of  the  United 
tates  was  recognired,  and  it  was  declared  lawful  for  "  the  records  and 
all  other  papers  and  proceedings  to  be  kept  in  dollars  and  cents," 

Statk  Baak  op  Nokth  Carolina  Established. 

act  to  redeem  the  paper  currency  now  in  circulation  and  to 
Bh  a  bank  by  the  name  and  title  of  the  State  Bank  of  North 
alina"  was  passed  in  1810.  The  capital  was  §1,600,000,  and  the 
incipal  bank  was  to  be  in  Raleigh  and  branch  banks  in  Edenton, 
Newbem,  Wilmington,  Fayetteville,  Tarborough  and  Salisbury.  Two 
hundred  and  tlfty  thousand  dollars  of  the  stock  was  re8er^-ed  for  the 
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State,  to  be  paid  for  in  gold  or  sQver  or  "  money  or  certificates  of  tL« 
United  States." 

The  dividends  on  the  stock  held  by  the  State  were  to  be  applied  to 
redeeming  the  outstanding  paper  corrency  emitted  by  law  in  17S3  and 
1785.  Note  issaes  were  limited  as  usual  to  three  times  the  capital  stock 
plus  the  amount  of  deposit^  and  no  note  for  a  less  sum  than  onedolUx 
was  to  be  issued.  Loans  to  the  United  States  (iovemment  werv  re- 
stricted to  one  hundred  thousand  dollars  and  not  more  tlutn  |oO,001 
might  be  loaned  to  any  State.  No  loan  could  be  made  to  any  *'  foreign 
prince  or  State  "  unless  authorized  by  law.  The  notes  were  assiguabk 
by  endorsement,  and  reports  to  the  Treasury  Department  were  required 
as  demanded,  "not  exceeding  once  in  three  months."  The  oorporatloo 
was  to  continue  until  1630,  aud  during  its  existence  no  other  bank  WM 
to  be  chartered.  A  preference  in  subscriptions  to  stock  was  given  to 
the  two  banks  in  operation,  with  the  evident  hope  and  expectation  that 
they  would  become  branches  of  the  State  institution,  but  they  did  not 
see  flt  to  enter  into  the  arrangement. 

Subscriptions  to  the  stock  of  the  bank  were  disappointing,  aod  t& 
1811  an  additional  act  was  passed  with  the  following  explanatiod: 

*'  Whema,  The  sobecrtptions  to  tlie  ca{)ital  stock  at  the  Stale  Bank  of  Kortk  CM" 
oUna  baye  fatleB  short  oA  tha  sam  authorised  to  ht  anlMartbed  Uienlo  by  tfea  ■bom- 
recited  act,  and  it  becomes  neoeMary  in  cooaeqaenoe  thermf  to  modliy  tte  oondlttm 
npon  wliich  by  said  act  the  cbiirt«r  of  inroipoFation  was  gnnl«d.  In  ordtf  tu  cMbte 
the  Statf,  through  the  agency  of  the  banks,  to  eitvcx  one  of  the  principal  ob>«l*lail 
inlriew  in  tta  egtabltetunwit — th«  redemption  of  the  paper  coirmcy.  be  U  eaacMd." 

The  State  agreed  to  allow  four  per  cent,  of  the  dividends 
on  its  stock  to  go  to  the  general  benefit  of  the  sliareholdeni,  to 
the  excluave  charter  to  1835,  and  further  that  no  tax  should  be 
on  the  capital  stock  of  said  t>ank  nor  on  the  dividends  to  be  d< 
thereon,^'  provided  the  bank  would  take  up  the  outstanding  paper  tsxt- 
rency  within  six  months  after  December  18.  1817.  The  ttank  might  r»- 
deem  the  said  paper  in  its  ovm  notes  or  in  coin  at  the  rate  of  one  duUar 
for  ten  sblUiags.     All  dividends  accruing  to  the  Star  be  ussd 

in  paying  the  bank  for  currency  redeemed,  the  put  tirerma 

made  esp  (^eio  director,  and  severe  penalties  for  oouuterfetting 
imposed. 

The  remaining  stock  was  subscribed,  but  was  paid  largvly  bi  bank 
notes  instead  of  in  coin,  and  the  State  issues  were  not  promptly  rwlefid 
as  had  been  intended.  In  1811  theatealingotbaokorpgKMiusMiryBiiM 
waa  made  a  felony  and  the  passing  of  forged  notea  or  eheeks  a 

Jamee  Johnson,  father  of  Andrew  Jobnaoo,  Preddent  of  the  Ui 
States,  was  janitor  of  the  bank  for  a  number  of  yean^ 


EZTSXSIOX  ASD  AJODniVKST  09  CRABTXBS. 

At  the  seaalon  of  the  AaaemUy  in  1814  the  eharters  ol  the  1 
Cape  Fear  and  Newbem  were  exteoded  to  183S,  aad  an  oddltkA  i 
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to  the  capital  stock  of  the  former  of  $625,000,  and  to  the  latter  of 
f575,000.  The  banks  were  reqaired  to  loan  the  State  not  exceeding 
one-tenth  of  the  amoant  of  the  capital  stock,  and  (100,000  additional 
stock  in  each  bank  was  to  be  reserved  for  thcState,  and,  as  a  considera- 
ti(Hi  for  the  amended  charters,  the  State  ^as  to  receive  (18,000  of  this 
stock  in  each  bank  without  paying  anything  therefor. 

No  note  under  one  dollar  was  to  be  issued  and  a  tax  of  one  percent, 
per  ttnnnm  was  to  be  levied  on  all  stockholders,  "  except  on  the  stock 
holden  by  this  State,  which  shall  be  paid  to  the  Treasurer  of  this  State 
by  the  Presidents  or  Cashiers  of  said  banks  on  or  before  the  first  day  of 
October  in  each  and  every  year."  The  stock  reserved  in  each  bank  to 
the  amount  of  (410, 000  was  to  be  paid  for  at  the  convenience  of  the  State. 
Treasury  notes  to  the  amount  of  (82,000  in  denominations  of  five  cents, 
twenty  cents,  twenty-five  cents,  thirty  cents,  forty  cents  and  fifty  cents, 
were  to  be  issued  at  once  and  turned  over  to  the  banks  in  payment  of 
the  remaining  subscription.  These  bore  no  interest,  were  put  into  circu- 
lation by  the  banks,  redeemed  by  the  Treasurer  and  reissued.  In  case 
the  State  Bank  forfeited  its  charter  before  redeeming  the  paper  cur- 
rency outstanding,  these  banks  were  to  undertake  the  task,  and  divi- 
dends on  the  State's  stock  were  to  be  applied  toward  payments  on  the 
paper  redeemed.  The  charter  provided  further  that  branch  banks  and 
agencies  might  be  established  at  such  points  as  the  Presidents  and 
directors  might  determine  upon. 

PBOHiBrnoN  OP  Pbtvatk  Note  Issues. 

When  the  Assembly  met  in  November,  1816,  its  attention  was  called 
to  a  peculiar  state  of  affairs  in  connection  with  an  unauthorized  cur- 
rency which  seemed  to  be  freely  circulated.  The  act  in  relation  thereto 
reads  as  follows: 

"  Whereat,  The  practice  of  Issuing  due  bills  or  small  promissory  notes,  commonly 
called  due  bills,  by  private  citizens  of  this  State,  and  others  styling  themselves  cor- 
porate bodies,  has  increased  and  continues  to  increase  to  an  alarming  height  and  de- 
gree, highly  detrimental  to  the  true  interest  of  the  State  ;  and, 

Yftureas,  The  before-recited  act  has  been  found  insufficient  to  suppress  the  evil ; 
therefore,  in  addition  to  the  penalties  contained  in  that  act,  and  as  a  further  remedy, 

Be  it  enaded.  That  from  and  after  the  passing  of  this  act  it  shall  not  be  lawful 
under  any  pretence  whatever  for  any  person  or  persons,  any  corporation,  school 
or  academy  within  this  State,  which  now  is  or  hereafter  may  be  established,  to 
issue  any  bUl,  order  ticket,  promissory  note,  or  any  other  species  of  security  what- 
ever may  be  its  form  or  name,  commonly  called  due  bills,  with  an  Intention  to 
evade  this  act,  under  the  penalty  of  ten  pounds  for  each  and  every  bill,  order,  ticlcet, 
promissory  note,  or  other  species  of  security,  whatever  may  be  its  name  or  form,  com- 
monly called  due  bills,  so  issued." 

A  penalty  of  ten  pounds  was  also  imposed  upon  every  person  for 
passing  or  receiving  such  a  due  bill,  and  for  each  offence  of  pass- 
ing or  receiving  a  check  drawn  for  less  than  one  dollar  on  any  bank, 
for  the  benefit  of  any  school,  academy,  corporation,  company  or  private 
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citizen  or  for  such  a  check  drawn  on  any  person.  A  penalty  of  < 
hundred  pounds  and  impriflonuient  not  exceeding  six  mouths  was  to  be 
imposed  upon  any  person  or  persons,  who,  without  a  charter,  attempted 
to  do  a  banking  business,  and  the  act  repealed  as  much  of  tho  chArt«n> 
of  the  Fayetteville  School  Association  and  the  Bertie  V  rinj,- 

Company  "as  might,  by  construction  or  implication,  autli  mti' 

issue  any  ticket,  order,  check,  bUl  or  promissory  note  "  for  cirrutation 

In  case  the  corporations  mentioned  above  should  refuse  or  ueglwt 
to  pay  on  demand  any  outstanding  obligation,  including  the  cIbaw* 
named,  then  the  bolder  was  entitled  to  recover  twice  the  auiomit. 

At  the  same  session  the  Treasurer  of  the  State  was  directed  to  iasiie 
980,000  In  treasury  notes  in  denominations  of  from  five  to  8eventy-fl»ir 
oent«,  and  to  place  them  witU  the  Stat«  Bank.  The  bank  was  to  pot 
them  into  circulation,  and  they  were  to  be  redeemed  from  time  to  time 
as  presented,  and  might  be  reissued.  These  notes  weretoberoceivaWe 
for  debts  and  taxes  and  were  to  be  accepted  by  the  bank  as  a  part  ptj- 
ment  of  tiie  debt  doe  from  the  State. 

The  bunks  of  North  Carolina  evidently  did  not  suffer  so  much  from 
the  War  of  1812  as  did  other  financial  institutions,  as  is  shown  lij  Ihf 
fact  that  on  July  1,  1816,  the  notes  of  North  Carolina  banks  bof^  » 
premium  of  four  per  cent,  in  Philadelphia.  Their  difficulties  catu«  • 
little  later.  On  April  7,  1819,  these  not«s  were  at  a  discount  of  f/nm 
two  to  tiiree  and  one-half  per  cent,  in  Now  York,  but  four  luouth^Utn' 
were  quoted  in  Baltimore  at  from  twenty  to  twenty-five  per  cent.  <ii>- 
count. 

The  second  Bank  of  the  TJnite<i  States  began  operations  on  J&noAr; 
1,  1817,  and  established  a  branch  in  Fayetteville,  N.  C.  By  June  !i8. 
1818,  the  loans  and  discounts  made  at  this  point  amounted  to  bnlf  * 
tuUlion  dollars. 

During  the  year  1819  only  1943.34  of  the  oustanding  paper  of  tbr 
State  was  redeemed,  and  about  $24,000  more  before  1823,  when,  nndw 
an  act  of  the  Assembly,  $100,000  additional  treasury  notes  were  Iwiied. 
Fur  the  following  years  there  appears  to  liMve  been  little  legislation  on 
financial  matters.  The  report  of  the  Trea,surcr  for  1826  shows  that  in- 
dividuals held  6,491  shares  in  the  Bank  of  Ncwberu,  and  6,325  in  tb« 
Bank  of  Cape  Fear,  on  all  of  which  a  tax  of  one  dollar  per  sharo  hiJ 
been  paid.  Three  commissioners  were  appointed  by  the  Awetnbly  In 
1828  to  represent  the  State's  interest  in  meetings  of  the  shar«bold«no( 
the  banks,  and  were  instructed  not  to  give  their  consent  to  "any  propy  i 
sition  or  regulation  for  the  too  rapid  reduction  of  the  drbtn  to  aalJ 
banks  or  t«  the  too  suddeu  winding  up  of  the  affairs  tlien>of."  TttfJ 
were  further  directed  to  ascertain  whether  or  not  the  Imnkv  wmiMj 
agree  to  a  consolidation  and  upon  what  terms,  auQ  rep<'  nest  I 

AsMiubly.     By  resolution  at  the  same  session  the  Tr(;iisur>  -t^i 

den  to  make  any  further  invctstment  of  State  fiuids  In  bank  stxck.  H' 
had,  hnwrver,  but  a  short  time  previous  to  the  meetlug  of  tha 
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bly  pnrobaaed  shares  in  the  State  Bank  at  ninety  and  in  Newbem  and 
Cape  Fear  at  ei^^hty,  and  be  reported  deposits  of  State  fonds  in  all  the 
banks,  $20,000  with  Cape  Fear,  |25,000  with  the  State  BankandllSO.OOO 
with  Newbem.  The  dividend  from  the  State  Bank  for  this  year  was 
six  per  cent.,  and  from  Cape  Fear  and  Newbem  four  per  cent.,  though 
the  last  named  did  not  pay  dividends  after  this  year  and  Cape  Fear 
continned  only  one  year  longer. 

On  November  18,  the  State  Bank,  in  a  statement  made  by  Charles 
Dewey,  Cashier,  claimed  to  have  loans  $2,500,208.80,  real  estate  $180,- 
758.30,  and  specie  $66,280.50.  Notes  in  circulation  were  $996,040.34, 
and  deposits  $275, 522.88. 

Cbiticism  of  thb  Basks. 

A  report  made  to  the  Assembly  of  1828-29  sums  up  the  history  of 
the  banks,  and  is  severe  in  its  criticism  of  their  management  and  meth- 
ods. In  the  first  place,  the  committee  found  that  in  the  beginning 
the  capital  stock  was  not  paid  in  gold  or  silver  as  provided  by  the  char- 
tMB,  and  that  soon  after  the  banks  went  into  operation  "  they  contrived 
to  get  possession  of  nearly  all  the  paper  money  which  had  been  issued 
oa  the  faith  of  the  State,  which,  being  at  the  time  a  l^al  tender, 
aiabled  them  to  evade  demands  for  specie,  which  they  did,  by  thrusting 
this  ragged  paper  at  those  who  presented  their  notes  for  specie." 

In  regard  to  the  act  of  1807  which  granted  additional  capital  to 
Cape  Fear  and  Newbem,  the  committee  says  :  "  It  is  in  evidence  to  the 
undersigned  that  the  whole  of  this  additional  stock  was  manufactured 
by  the  banks  themselves,  and  that  in  many  instances,  favored  individu- 
als were  permitted  to  acquire  stock  by  subscribing  their  names  and  put- 
ting their  notes  into  bcmk  without  advancing  a  single  dollar  of  the  actual 
capital"  In  regard  to  the  State  Bank,  the  report  says  that  only  $500,- 
000  of  the  capital  was  paid  in  specie  when  the  institution  began  business. 
In  1818  for  every  dollar  of  specie  on  hand  the  bank  had  $12  of  notes  in 
cirenlation.  Books  were  opened  for  the  remaining  stock  and  subscri- 
bers were  allowed  to  pay  in  notes  of  the  bank  in  order  to  "  apply  a 
sponge  to  a  part  of  the  outstanding  debt,"  thus  purchasing  notes  with 
stock.  "  The  bank  itseU,  by  a  scribbling  process  of  its  own,  created  the 
capital,  and  pidd  off  a  portion  of  its  debt  by  the  very  act  by  which  it 
also  created  its  capital  A  circumstance,  too,  which  greatly  adds  to  the 
enormity  of  the  transaction,  is  that  before  all  the  installments  became 
payable,  the  State  Bank,  the  Bank  of  Newbem  and  Bank  of  Cape  Fear 
entered  into  a  formal  resolution,  through  their  delegates  assembled  at 
Fayetteville  in  June,  1819,  not  to  pay  specie ;  and  their  notes  immediately 
fell  to  fifteen  per  cent,  below  par.  Then  commenced  the  system  of  usury 
and  extortion,  which  has  since  been  carried  on  with  such  unparalleled 
audacity  tmder  the  name  of  exchange." 

The  committee  further  said  that  in  case  an  individual  applied  for  a 
loan  the  note  was  made  payable  in  specie,  but  the  customer  would 
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receive  bills  wliich  vrere  at  a  discount;  also  that  the  bonks  had  employed 
agents  in  New  York  and  Petersburg  to  buy  up  their  notes  at  aa  gmt 
discount  as  possible.  "  In  the  case  of  the  State  Bank  large  qaantitim 
of  their  notes  have  occasionally  been  thrown  into  circulation  by  t)»3ii- 
selves  hj  the  purchase  of  cotton.  It  is  in  evidence  to  the  nndeniigii«i 
that  they  laid  out  at  one  time  |30,000  of  tlieir  not«s  in  the  purcbase  of 
cotton  on  wliich  tliey  made  a  profit  of  more  than  68,000.  To  protect 
themselves  from  demands  for  specie,  the  banks,  at  t)ne  time,  detenuiiH^<l 
to  administer  an  oath  to  an  individual  presenting  notes  in  which  \w  itn 
compelled  to  state  that  he  was  not  a  broker." 

All  the  bonkLS,  it  seems,  had  purchased  United  States  notes,  and  both 
the  State  Bank  and  the  Bank  of  Cape  Fear  held  considerable  stock  in 
the  United  State's  Bank.  ' '  Tlie  Stat«  Bank  appears  to  have  made  • 
most  convejiient  use  of  this  arrangement.  It  appears  from  evidenof  of 
the  late  President  of  that  bonk,  that  they  have  been  In  the  habit  of 
rendering  false  statements  to  the  Legislature  and  that  in  May  last,  ▼b«n 
they  stated  in  their  exhibit  that  they  had  in  hand  §814,000  in  Kpeat, 
fl-10,000  of  it  consisted  of  stock  In  the  United  States  Bank,  so  tlutt. 
instead  of  keeping  the  specie  in  tlieir  vaults,  to  take  up  their  pa]ier, 
they  have  vested  It  in  the  stock  of  another  bank,  and  were  derivins 
interest  from  it.  It  further  appears  from  the  evidence  of  the  sum*  l^f- 
■on,  that  the  amount  of  actual  specie  now  in  the  State  Bank  at  lialeiftli 
Is  not  more  tlmn  ^00  or  ^00,  at  any  rate  not  exceeding  $1,1)00." 

This  committee  used  strong  language  in  the  entire  report  and  p^ 
sented  a  resolution  to  the  Assembly  directing  the  Attomey-GcMnl  k> 
institute  a  judicial  inquiry,  but  no  further  record  anywhere  appnn,  <0 
it  is  probable  that  the  matter  was  dropped. 

A  statement  of  condition  for  all  the  banks  about  this  time  ii  ■* 
follows : 


BaaouBOH. 

Loans  and  dlaoounta f4,Tn,Vr 

Due  from  banks. 9M&,(M7 

Specto MI4<T 

Bills  of  exrhang« SSt,5Ta 

Bills  of  other  bnnka. tt,ta 

RcalMtute 8M,<O0 

Stuoks,  securiUus  and  olainu 2W,Sa 


Total. 


«B.aDS,W 


LiABiLima. 

capital  stock 

Surplus  and  proflta..... 

Notes  outstandios 

Deposits 

DuetotMUika , 

Dlvldoods  unpaid 

Total 


Lbqislatiox  nr  Rboard  to  Bakes  axd  BAinaxo. 

Fotir  years  before,  the  note  issues  had  been  over  thre«  millloo  doUar* 
At  this  session  of  the  Assembly  an  act  was  paM84fd  to  enablL^  the  8tai( 
Bank  to  wind  np  gradually  and  another  act  for  the  same  purpoav  witb 
reference  to  the  other  banks.  Under  tlii«i*«  actaaUbtwa  in  far»wei» 
to  continue  until  18,^8.     None  of  tlir  '  .m»  alt* 

1834.     Ko  notes  under  five  doIluRt  tu  *  l  noM  af  i 

any  denomination  after  1834.    Stock  to  bo  rMetv«d  In  p«yiii«ol  of  (ktM 
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ivflue  fixed  by  shareholders  and  approved  by  Treasurer.  Debte  to  be 
okllod  in  installments  and  aft^r  January  1,  1834,  dividends  on  capital  to 
in.  The  stock  in  the  State  Bonk  was  valued  in  aooordance  with  one 
^vision  of  this  act  at  075  per  share  in  payment  of  debts.  Cape  Fear 
ek  waa  valued  at  180  and  Newbem  at  t<i5,  though,  in  the  case  of  the 
-iioiued  bank,  the  Treasurer  says  it  is  "rather  a  high  estimate." 
Tliere  were  still  outstandmg  in  1830  $118,222  of  the  State  treas- 
notes.  and  the  Treasurer  estimates  that  there  was  in  circulation 
the  State  this  year  j!80S,530  of  United  States  Bank  paper.  In 
\l  A  law  was  [jassed  making  it  unlawful  after  July,  1832,  for  any  per- 
to  pass  or  receive  any  bill  for  any  amount  under  live  dollars  un- 
( it  was  issiied  by  some  bank  in  the  State.  During  this  year  the  State 
ttlnued  to  keep  deposits  in  all  the  banks.  Tl«e  Treasurer  In  his  re- 
comments  upon  the  great  "  inconvenience  arising  from  a  different 
'flnrrency  obtaining  in  different  sections  of  tlie  8tat«."  Sheriffs  from 
■nreral  counties  brought  bills  from  the  banks  of  many  States  and  a 
^■tleiuent  was  difficult. 

"  The  Assembly  of  1832  passed  an  act  to  establish  the  Bank  of  North 
Carulica,  but  it  was  never  organued.     During  this  year  the  Bank  of 

Kwbem  declined  to  pay  tax  on  the  shares  of  stock  held  by  the  State, 
1  the  matter,  after  being  tested  in  the  courts,  was  decided  in  favor 
of  the  bank.  At  the  beginning  of  the  next  session  of  tbe  Assembly, , 
which  met  November  18,  1833,  the  Bcmk  of  Cape  Fear  was  rechartered  j 
until  January  1,  1865;  capitaJ,  J800,000;  note  issue  limited  to  twice  the 
amount  of  stock.  It  must  loan  the  State  an  amount  equal  to  one-tenth 
lb*  capital  if  requested.     Statements  were  to  be  made  to  the  Treasurer 

ten  desired,  not  oftener  than  once  in  six  months.     The  tax  to  be  paid 
the  bank  was  twenty-five  cents  per  share.     No  note  under  three  dol- 
lars was  to  be  issued. 

An  act  was  also  passed  to  establish  the  Merchants'  Bank  of  the  tovpn 
of  Newbem  (capital  f850,000)  and  the  Albemarle  Bank  in  the  town  of 
lentOD  (c<ipital  ^00,000). 
At  the  same  session  the  Bank  of  the  State  of  North  Carolina  was 
tered  with  j!l,500,000  capital,  the  State  reserving  for  itself  two-flfths 
this  amount.  The  other  pro\^8ion8  corresponded  with  those  in  the 
charter  for  the  Bank  of  Cape  Fear.  This  bank  wajs  soon  organ- 
,  and  began  operations  on  September  10.  Branches  were  estab- 
lished at  once  in  Newbem  and  Tarborough,  and  the  directors  decided 
3n  agencies  in  Milton,  I./eaksville,  Charlotte  and  Morganton  so  soon 

necessary  amendment  to  the  charter  could  be  secured. 

tn  1835  the  State  issued  i^OO.OyO  five  per  cent,  certificates  of  the  de- 

lination  of  fil,000  each,  to  run  until  1860,  for  the  purpose  of  paying 

•  rtock  in  the  Bank  of  the  State  of  North  Carolina,     The  bank  estab- 

Jed  a  branch  in  Fayetteville  which  was  intended  "  in  some  degree 

|«upr^ly  the  place  of  the  Dnited  States  Branch  Bank  recently  discon- 

at  that  place." 
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Od  November  1  of  this  year  th«  State  had  received  in  dividend*  of 
tbe  capital  stock  of  the  State  Bauk  $88  pir  shore,  and  of  the  Bi»iik  of 
Newbem  f  70  per  share.  Ontstanding  treasury  notes  of  1814,  181fi  oiui 
1823  had  been  reduced  to  $52,.511.  During  the  session  of  183fi-37  tl« 
charter  of  the  Bauk  of  Cape  Fear  was  coutinued  until  1860.  Cflpiiol 
$1, 500,000  if  stockholders  desired;  the  Stat«  -was  to  be  allowed  inoo.ixm 
of  the  mcrease.  Representatives  of  the  8tat«  were  to  appoint  foiir 
directors.  Branches  were  allowed.  The  Prefudent  and  directors  hud 
authority  to  reduce  the  stock  if  it  seemed  best. 

At  the  same  session  banking  privileges  were  conferred  on  the  bou- 
isville,  Cinoiunati  and  Charlet<ton  Railroad  Company  upon  certain  cod- 
ditions.  "If  South  Carolina,  North  Carolina,  Teaneosev  and  Ken- 
tucky, or  any  three  of  these  States  shall  assent  thereto,  then  the  <x>t 
porators  of  the  Railroad  Company  may  form  a  separate  oorporatiim  \n 
be  called  the  Southwestern  Railroad  Bank."  Each  stockholder  pnvirw 
9100  for  a  share  of  the  railroad  stock  was  entitled  to  take  one  vliare  in 
the  bank  at  $50  until  the  stock  of  the  railroad  amounted  to  twelvr  mil- 
lion dollars.  The  principal  bank  was  to  be  located  in  Cbarlt«toa,  w><) 
branches  and  agencies  in  different  States.  No  Dot«  was  to  b«  of  a  l«9* 
denomination  tlum  $5  until  the  railroad  was  built,  and  after  tbat  nothing 
less  than  $10.  The  issue  was  limited  to  double  the  capitaL  A  oariout 
provision  in  the  charter  was  to  tbe  effect  that  the  baok  should  n^rer 
permit  the  railroad  company  to  overdraw.  There  was  also  a  proviso^ 
that  the  share  in  the  railroad  company  and  the  share  in  the  bank  ^ 
"inseparably  connected,"  and  one  oould  not  be  transferred  wit 
carrying  the  other  with  it.  No  taxes  were  to  be  levied  uiitll  tbe 
road  was  finished. 

On  January  3,  1839,  an  act  was  passed  to  amend  the  charter  nf  tbe 
Bank  of  Gape  Fear  so  that  stock  of  delinquent  holders  might  beaokl  1 
auction. 

CONDITIOSr  OV  TBS  Bajtks  tv  1839. 


A  sommary  of  the  condition  of  the  banks  of  the  St4»te  In  1889  i 
follows : 


RisonacKs. 

Loans  and  disoounts $4,907,387 

Due  from  twnki ttBClM 

Specie 017,80 

Bills  of  excbange 4».fl» 

Bills  of  atberbaaka. 15U77 

Beal  eaUte UB^IM 


Total MMB.ua 


LiAatUTua. 

Oapitalitock , AlUJOj 

Surplus  and  proflli 

Notoaoutataadlas...... 

DepoRlti 4«S* 

Due  banks. Si'il^ 

Dividends  unpaid.. 

Total. ^A,^^^ 


The  charter  of  the  Merchants'  Bank,  of  Newbem,  woa  amended  oa  { 
December  26,  1812,  so  that  bills  might  be  issued  of  any  '<Tnnnil 
down  to  "  three  dollars  but  not  under."    The  time  of  holdlnif  Uw  Mi-j 
nuni  meeting  of  stockholders  of  the  Bauk  of  Cape  Fear  was  el 
from  the  flrst  Monday  m  January  to  the  flnt  Monday  in  May. 
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There  was  no  flnaodal  legiHlatiou  daring  the  sessjons  of  1844-^5. 
The  State  Treasurer  reports  iJ48,85()  treasury  notes  still  outBtanillng. 
Dividends  were  paid  the  State  on  stock  lield  in  the  Bank  of  Cape  Fear 
and  the  State  Bank. 
^H      Id  1847  the  State  owed  the  Bank  of  Cape  Fear  ^OO.OOO  borrowed 
^^Boney.     Tlie  General  A&ei«mbly  of  1848-49  chartered  the  Bank  of  Fay- 
^^^■toille;  capital,  if8(X),tJO0;  shares,  SSO  each,  payable  in  specie  or  equiv- 
^Blpk.     When  2,000  shareH  were  subscribed  and  ^25.U0U  paid  in  the 
bank  was  to  bef?in  operations.     Double  liability  of  stockholden*  was 
provided  for  and  the  State  taa  waa  twelve  and  one-half  oent£  per  share. 
Debts  were  limited  to  twice  the  capital  plus  deposits.     Notes  not  paid 
on  demand  wej-e  to  draw  twelve  per  cent.     Annual  reports  to  the  Leg- 
islature were  required.     The  Treasurer  at  this  session  was  instruoted  to 
iwue  $200,000  of  certificates  to  pay  the  $90,000  due  the  Bank  of  Cape 
Fear,  (25,000  due  the  Bank  of  the  State  and  the  debt  due  on  account  of 
the  Raleigh  and  Qaston  Railroad. 

The  statement  of  condition  of  the  banks  of  North  Carolina  in  1849 
was  as  follows : 


BBBODROCa. 

Ltmna  and  dtacounts. $3,S4S,M6 

Dttefrombanka 83I,4m 

Apeeie 761.688 

B1U»  of  ezohanire 1180.217 

BUJ*  of  other  tjonks 112,710 

BMieMat« ae,m5 

fltodo,  aecuriUea,  etc US.O0O 

telarwa,  expenaea,  etc. 8,772 

TolsU %i,T»m 


LlABIUTiaS. 

Capital  stock 18,008,480 

Surplus  and  proflta 810.811 

Notes  outstandlacr 1,9)16,068 

Deposita a7tt.880 

Duoto  tmnks 110,404 

Dividends  unpaid 4.1(» 


Total. K7W,a60 


INCRR&SB  m  THB  NUHBBR  OF  BAITKS. 

During  the  legislative  sessions  of  1850-51,  the  capital  stock  of  the 
Bank  of  Cape  Fear  was  increased  5,000  shares,  and  the  amendment  to 
the  charter  reqtiired  a  branch  in  Greensboro  to  be  established  in  six 
months.     The  Bank  of  Washington  was  also  chartered  with  $400,000 
capital.     The  Commercial  Bank,  of  Wilmington,  was  allowed  an  in- 
crease of  capital  to  the  amount  of  $50,000,  and  the  Merchants'  Bank,  of 
Newbem,  was  rechartered  to  1880.     A  charter  was  also  granted  to  the 
Bank  of  Wadesboro,  with  $200,000  capital.     During  this  session  of  the 
Legislature  charters  were  granted  for  the  Milton  Savings  Institution 
($250,000  capital),  tlie  Jackson  Savings  Institution  of  Northampton 
.*.-.n,000  capital),  the  Raleigh  Savings  Institution  (ijSSO.OOO  capital)  and 
tLif  Mechanics'  Savings  Society,  of  Weldon  (§20,000  capital).     Thecliar- 
^■iers  for  all  these  institutions  were  very  much  alike  and  provided  gener- 
^Mplly  that  the  institutions  might  receive  deposits,  but  could  not  ' '  issue 
^Httiy  bill,  note  or  other  device  in  the  nature  of  a  bank  note."     No  money 
^^was  to  be  loaned  to  a  director  or  ofBcer.     A  committee  of  stockholders 
required  to  examine  the  affairs  of  the  institutions  at  leatit  once  in 
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six  mouths  and  publish  a  rcfport  No  stockholder  in  debt  to  tiM  iniii' 
tuHoiu)  viaB  allowed  t^  transfer  his  stock  nutil  the  debt  was  paid.  TIm 
State  Treasurer  or  other  officer  appointed  by  the  AMemMylmd  Biitbar 
ity  to  examine  at  any  time. 

At  the  next  session  of  the  Assembly,  18ft2,  the  Bank  of  Chariorte 
capital,  ^00,0(10,  the  Farmers'  Bank  of  Iforth  Carolina  (at'EIknbctli 
City),  capital  ^00,000,  and  the  Bank  of  YanceyviUe,  capital  iajOO  («,», 
were  incorporat«d.  The  Bank  of  Wadesboro  was  allowed  to  incres* 
its  capital  4, 000  shares. 

The  increased  number  of  charters  granted  during  these  yean  aiul 
the  number  of  acts  concerning  the  collection  of  debt«,  the  ij>mng  <A 
coupon  bonds  by  the  State,  etc.,  show  the  general  iu]pro%*«iiMit  ni 
development  of  the  State.  In  1854-56  the  Bank  of  Clarendon,  at  P«f- 
etteville,  was  incorporated,  and  also  the  Bank  of  WUminftton.  Thn* 
new  Savings  institutions  were  also  chartered,  located  at  WtlmlngUio. 
WasliinjETton  and  SmithvUle.  The  Bank  of  Cape  Fear  was  alao ^Mll•^ 
tered  at  this  session  and  the  Bank  of  the  State  of  North  Carolina  in 
1867. 

In  the  Treasurer's  report  for  1858  is  included  receipts  for  divideodi 
on  bank  stock  held  by  the  State,  f9S,078.75.     Investments  in  bank  i 
continued  to  be  the  rage,  and  in  1859  charters  were  granted  for 
banks  of  Lexington,  Salisbury,  Miners  and  Planters'  <ilurphy^, 
merce  (Newberu),  and  for  four  new  Savings  institutions.     The 
Treasurer  was  authorized  to  sell  bonda  to  the  ainoont  of  $1,860,000. 

HlSTOBT  OP  THB  BANK  OF  NORTH  CaHOLLBTA. 

♦  The  Bank  of  North  Carolina  was  the  successor  of  the  '  tiJ* 

State  uf  Nortli  Carolina,  as  the  latter  had  been  of  the  Si.,  >.  of 

North  Carolina.  It  was  attempted  to  get  a  recbarter  of  the  Bank  c( 
the  State,  but  the  General  Assembly  declined  to  grant  acceptable  ItTOH 
The  charter  of  the  Bank  of  North  Carolina  was  then  procufvd  fram 
the  General  Assembly  of  1858-59.  It«  corporate  life  was  to  eod  on  IIh 
first  day  of  January,  1890. 

The  capital  stock  waa  82.5(Xl.0O().  of  wliich  the  literary  board.  •« 
part  of  tlie  scliool  fund,  was  to  have  $500,000  and  the  Univermlty  $S00,- 
000.  Individuals  could  take  the  residue.  The  company  ooald  only 
hold  $7,500,000  of  real  and  personal  estate. 

The  commissioners  to  open  books  were  the  Governor,  Tmimirer  aixl 
Comptroller.     If  too  much  was  subscribed  they  were  to  do  the 

The  payments  were  to  be  in  gold  and  silver  coin  of  ti»e  United 
or  in  Spanii-h  uiille<l  dnllarx,  in  four  equal  quarterly  installmeiits.     Tbt 
capital  stcx'k  was  till  paid  in  a  year. 

No  stockholder  could  borrow  or  be  a  surety  nntil  atocJt  wim  paid 
in  full. 


•  Pupcr  \)}f  Dr.  K.  P.  Battle,  read  twfors  the  Nortti  Ourollna  Bankna* . 
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There  were  to  be  ten  directors — holders  of  ten  shares — ^the  State  to 
fliave  her  pro  ra/a  share.    The  pubUe  Treamirer  was  to  be  one,   Tlie  other 

m  appointed  by  the  Governor,  Secretary  of  State  and  Comptroller. 

A  director  could  not  be  director  of  another  bank  without  the  consent 
•of  three-fourths  of  the  stockholders. 

The  directors  chose  the  President  out  of  their  number,  bat  the 
tockholders  fixed  salaries.  Stockholders  appointed  branches  and  agen- 
tiee.     Directors  assigned  the  capital  to  theiu  luid  elected  five  directors 

each. 

The  flret  report  was  to  be  made  on  August  IS,  1859,  tlien  quarterly, 

the  public  Treasurer,  to  be  published  in  two  Raleigh  newspapers. 

The  directors  or  stockholders  holding  one-tenth  of  the  stock  could 
call  special  meetings. 

One  share  liad  one  vote;  up  to  ten  shares,  one  vote  for  two  shares; 
«  to  thirty  shares,  one  vote  for  four  shares;  thirty  to  sixty  shares, 
[>ne  vote  for  six  shares;  sixty  to  100  shares,  one  vote  for  eight  shares; 
100  to  200  shares,  one  vote  for  ten  shares ;  over  200  shares,  one  vote  for 
twenty  shares.     The  State  vote  was  not  scaled. 

The  bank  could  deal  in  gold  and  silver  coin,  mint  certificates,  prom- 
issory notes  negotiable  and  payable  at  the  bank  or  branches,  and  secur- 
ities of  the  United  States,  of  this  State,  not  over  one-half  the  stock. 
,  There  were  to  be  no  certificates  of  deposits  under  twenty  dollars. 

IsstTK  OF  CmcuLATitre  Notes. 

Power  was  given  to  issue  circulating  notes  not  over  twice  the  oapi- 
ftal,  nor  over  three  times  the  specie  on  hand.     The  notes  were  to  be  five 
dollars  and  multiples,  but  the  General  Assembly  reserved  the  right  to 
enact  that  there  should  be  none  under  ten  dollars.    They  should  be  pay« 
^able  on  demand  with  twelve  per  cent,  damages  per  annum  for  refusal. 
If  the  Governor  and  Council  do  not  ad\nse  suspension  of  specie  pay- 
ments, the  bank  must  pay  the  public  Treasurer  four  per  cent,  per  annum 
>n  entire  circulation. 

On  discounts  the  bank  was  allowed  one-half  per  cent,  per  month  in 
idvauce.     The  General  Assembly  liad  the  right  of  inspection  through  a 
jnimittce. 

The  Cashier  was  required  to  give  a  ^26,000  bond.  He  was  to  be  8ec- 
ftary  and  his  book  evidence. 
Embezzlement  was  felony.  Knowing  and  willful  false  statement 
I  a  misdemeanor.  The  bank  must  lend  the  State  not  over  1^00,000 
at  one  time  on  thirty  days'  notice.  Notes  must  be  originally  issued  at 
the  principal  or  branch  bank,  where  made  payable.  Payments  to  the 
bank  could  be  made  in  notes  issued  anywhere.  The  tax  was  thirty 
snts  a  share,  out  of  profits — might  be  increased  to  one  dollar— but  not 
lore  than  a  snbtiequently  chartered  bank.  The  General  Assembly 
>uld  tax  dividends  just  as  interest  and  the  realty  of  the  bank  was  tax- 
ije  as  other  land. 
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The  bank  might  hold  real  estate  for  bnslness,  and  mlftht  take  nmn 
gages  to  secare  previous  debt.  Also,  take  land  in  payiueut  o(  n  drU 
There  was  no  compulsion  to  soil  sueh  land.  In  1861  the  Itonk  witb 
its  seven  branches  held  but  ^0,414  in  real  estate,  and  at  the  clof*  ol 
the  war  held  only  880,103. 

Tlie  State  was  prosperous  in  1859 — it  being  calculated  that  ootttiu 
planters  in  Edgecombe  were  realinng  six  percent,  on  their  inTaattMlll  III 
cotton  and  six  per  cent,  in  increase  of  slaves. 

Nearly  all  the  stockholders  of  the  Bank  of  the  State  reinvested  iu  tb( 
new  bank.    They  got  100  cents  on  the  dollar  and  a  bonus  of  ten  per  i 
About  five  per  cent  of  its  not«s  were  never  presented.     The  lite 
board  paid  its  stock  in  this  way. 

The  first  meeting  of  stockholders  was  held  in  the  Senate  Chamber 
on  July  20,  1859.  Ex-Oovemor  Swain  was  President,  £.  B.  Freenum, 
Secretary.  The  directors  elected  were  George  W.  Mordecoi,  B.  F. 
Moore,  Charles  Manly,  George  E.  Badger,  John  H.  Bryan,  J.  W.  B. 
Wat.'ion,  Daniel  M.  Barringer  and  Kemp  P.  Battle.  Mr.  Mordeoai  got 
the  largest  vote,  3,502;  all  of  the  directors  received  four-fifths  of  the 
whole.  The  State  stockholders  were  Treasurer  Courts,  eai-<iffMo,  koA 
M.  R.  Pool 

By-Laws  of  thk  Banie. 

After  electing  directors  the  stockholders  proceeded  to  the 
of  by-laws. 

WedneRday  was  discount  day,  when  the  directors,  at  least 
fourths  being  present,  passed  on  the  proposals  for  loans.     Uttix 
must  have,  except  in  special  cases,  two  good  sureties,  residenta  of  2! 
Carolina,  or  stock  collateral.     In  the  latter  oase  the  loan  most  be  not 
over  three-fourths  in  valne  of  the  collateral. 

The  note  must  be  for  eighty-eight  day.s,  with  the  understanding  thftl 
it  might  be  renewed  for  eighty-eight  days  longer  on  payment  of  on*- 
fourth,  and  so  on  until  the  debt  was  extinguished  in  about  ooe  faw. 
Special  loans  for  six  months  were  possible,  but  must  be  paid  in  foO  at 
maturity. 

Bills  of  exchange,  foreign  and  inland,  could  be  diaooonted  bjr  the 
President  and  Cashier,  but  must  be  reported  to  the  board,  as  was  s1k> 
the  over-due  paper.  This  over-due  paper  must  be  sued  on  in  thirty 
days  at  farthest. 

If  paper  was  not  paid  nor  renewed  no  name  on  it  could  b«  «eeep(sd 
for  any  other  loan.  If  a  director's  name,  or  the  name  of  his  8nn,  npi 
on  the  paper,  he  was  not  allowed  to  vote.  The  discount  luclodad 
last  day  of  grace  and  the  day  of  offering.  The  holidays  were 
January  1,  July  4,  Christmas  and  Thanksgiving  day.  January  1  ws» 
bK'luded  because  that  was  uegro-hlring  day,  when  oustoiner*  and  oA- 
oers  roust  needs  be  engaging  their  servants  for  the  year  or  hlriug 
those  under  their  charge. 
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The  books  were  balanced  on  the  fourth  Mondays  in  January,  April, 
July  and  October.  Dividends  were  payable  on  the  first  Mondays  in 
June  and  December,  and  must  be  advertised  in  at  least  two  newsitapers. 

For  overdrafts  officers  were  liable  to  dismissal  or  must  pay  the 
amount  out  of  their  salaries,  but  directors  could  allow  overdrafts  se- 
cured by  pledge  of  securities.  The  directors  were  pledged  to  secrecy  as 
to  all  votes.  Partners  transacting  business  with  the  bank  must  give 
the  names  of  all  the  partners.  No  Cashier  or  other  of&cer  could  be  con- 
oemed  in  trade  or  engage  in  specalation.  No  Cashier,  agent,  clerk  or 
teller  was  allowed  to  procure  a  discount,  nor  be  a  surety.  The  Presi- 
dent kept  one  key  of  the  vault  and  the  Cashier  the  other. 

It  was  the  President's  duty  to  be  at  the  bank  every  day.  The  bank 
notes  were  signed  by  the  President  and  Cashier.  The  directors  could 
dismiss  the  Cashier  or  any  officer  at  discretion,  without  assigning  cause. 
The  Proddent  must  report  to  the  stockholders  any  director  allowing 
his  note  lying  over  thirty  days. 

Three  directors  were  appointed  by  the  President  each  month  to  in- 
spect the  vault,  count  cash,  examine  books,  etc. ,  and  to  report  in  writing. 

The  bocurd  had  power  to  examine  individual  accounts,  but  no  single 
director-could  do  so.  Special  deposits  were  received  at  the  risk  of  de- 
positors. The  officers  were  bound  to  receive  deposits  if  offered  in  ao- 
oeptable  funds. 

Lost  certificates  must  be  advertised  in  two  newspapers  and  then 
oath  made  as  to  loss  before  a  duplicate  could  be  issued. 

Branches  were  established  at  Wilmington,  Fayetteville,  Tarboro, 
"V^ndsor,  Milton,  Charlotte  and  Morganton. 

After  the  adoption  of  the  by-laws  the  stockholders,  who  bad  their 
session  in  the  Senate  chamber,  adjourned.  The  directors  met  in  a  room 
in  the  old  bank  building,  now  the  Episcopal  rectory,  then  the  property 
of  the  Bank  of  the  State;  part  of  the  house  being  occupied  by  Mr. 
Dewey  as  a  residence.  Mr.  Mordecai  was  chosen  President  and  Charles 
Dewey,  Cashier  of  the  Bank  of  the  State,  was  elected  Cashier  of  the 
new  bank.  Wm.  E.  Anderson,  who  had  been  clerk,  was  made  teller, 
and  Jordan  Womble,  Jr.,  bookkeeper. 

Proportion  of  Gold  and  Silver  HoLDiNas. 

Though  bimetallism  was  the  law,  gold  was  substantially  the  metal 
used,  the  silver  being  evidently  only  for  small  change.  In  November, 
1869,  there  was  gold,  ^683, 842;  silver,  |13,148;  gold,  fifty-two  to  one. 
The  largest  proportion  of  silver  prior  to  the  war  was  about  one  to 
twenty-five. 

On  October  20,  1860,  the  circulation  was  |1,311,301;  the  specie 
1490,714.  Under  the  terrible  pressure  by  the  State  Treasury  in  Janu- 
ary, 1862,  the  maximum  circulation  was  reached,  $1,673,730,  the  specie 
being  $517,468 — a  little  over  three  to  one.  Compared  with  other  banks 
the  contrast  is  striking.    In  1859  the  Bank  of  Cape  Fear  circulation 
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wait  $1,922,309,  specie,  $481,550,  or  four  to  one;  the  Bank  of  WllmliV- 
ton  circulation,  $498,642,  specie,  $66,462,  or  over  seven  to  one;  Bank  of 
Fayetteville  circulation,  $233,375,  specie,  $61,104^  or  four  to  one:  Bank 
of  Clarendon,  $336,200  circulation,  specie,  $31,628,  or  over  t«a  to  one; 
Bank  of  Yanceyville,  $390,906  to»$2i500  specie,  or  about  eigbteeo  to 
one ;  Bank  of  Washington,  $365,816  to  $40,671  specie,  or  nine  to  one 

Some  of  thesie  bank^^  at  their  maximum  disproportion  later  show 
Bank  of  Washinffton,  at  Greensboro,  nineteen  to  one;  Bank  of  Wash- 
ington, at  home,  nineteen  to  one;  Fanners'  Bank,  Greensboro,  ninelo 
one ;  Bank  of  Payette^^lle,  nineteen  to  one ;  Bank  of  Clarendon,  ovei 
thirty  to  one ;  Bank  of  Cape  Fear,  seven  to  one ;  Bank  of  Wilmington, 
about  thirty-eight  to  one;  Bank  of  Yanceyville,  about  twenty  tuone; 
Bank  of  Charlotte,  six  to  one. 

Alongside  the  Bank  of  North  Carolina  should  be  placed  the  exMl- 
leut  Merchants'  Bank  of  Newbem,  with  only  3J^  to  one. 

On  October  20,  1860,  the  total  liabiUties,  counting  dues  to  the  Bank 
of  the  6tat«  were  $1,005,313  deposits,  and  $1,311,301  ciniulation; 
$2,316,614.  Whereas  the  assets  were:  specie,  $490,714;  loans,  $2, 
and  bills  of  exchange,  $1,328,249;  North  Carolina  bonds,  dueiiof 
banks,  $275,730.  In  other  words  $4,890,774  ca»h  and  securities  to  mtel 
$2,316,614  liabilities  to  other  than  -stockholders.  Add  real  estate  anJ 
the  assets  reach  $1,944,797.  At  the  end  of  the  war  the  bank  luid$657. 
600  in  North  Carolina  and  $1,068,033  in  Confederate  se«ariti(«;  total, 
$1,725, 532.  This  amount  was  only  two-thirds  of  the  stock,  and  the  own- 
ers of  that  stock  did  the  same,  or  worse,  in  their  private  business,  and 
it  must  be  remembered  that  State  and  Confederate  currency  was  all 
there  was,  and  the  bank  was  forced  to  use  that  or  stop  bnsineits.  There 
still  remiuned  $379,141  specie,  and  $1,959,398  loons  and  d(«countis  with 
$80,103  realty;  total  $2,418,642,  to  meet  $1,194,770  circulation,  and 
$344,821  deposits;  total,  1^,549,591.  This  showing  was  not  nnhopeiul 
but  the  unknown  quantity  was  the  solvency  of  the  loans  antl  dix-ouottk 
The  depositji  would  have  been  much  larger  but  in  tbe  8ec4ind  yi-ar  of 
the  war,  aa  Confederate  and  State  currency  rapidly  depreclatiHl.  tbo 
stockholders  ordered  the  officers  to  receive  depoaits,  with  the  uud«9r 
standing  that  checks  on  them  sliould  be  paid  in  Confed«rat«  our- 
rency. 

An  attempt  to  convert  the  bank  into  a  National  institudou 
feated,  and  the  work  of  compromising  with  its  credltii 
fourth  of  their  claims  in  gold,  was  begun.     For  thiv 
uj  gold  was  deposited  in  New  York.     Acreditor  whoht  int 

of  the  notes  attached  this  amu  and  the  bank  was  Iui_  >k 

ruptcy. 

But,  although  the  stockholders  lost  one  and  n  half  ii.iiinai'v,  iix 
Bohuol  fund  one-half  million,  the  University  oiie-tlfth  of  a  niillkm.  it  I* 
contended  that  tlie  Bank  of  North  Ctirolinn  wiuh  founded  un  Miumd 
principles,  and  with  its  faithful  and  intelligent  otlioe^^  would  haw 
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prosperous  and  a  blessing  to  the  oommunity,  if  it  had  not  been  struck 
the  terrible  tornado  of  the  greatest  ciril  war  of  all  the  a^es. 

BAKKC70  DtmiWO  AKD  SUBSKQUBITr  TO  THK  ClVTL  WAR. 

lu  1860-61  the  forfeit  for  the  failure  to  redeem  notes  when  presented 
for  payment  was  removed.  The  revenue  act  provides  for  taxes  on  stock 
the  different  institutions  running  from  twelve  and  one-half  to  sixty 
!>nts  per  share.  Charters  were  granted  for  banks  in  Roxboro,  Thomas- 
rille  and  WaynesviUe,  At  the  extra  session  of  the  I./egislature  in  1861 
khe  charter  of  the  Bank  of  the  Stat©  of  North  Carolina  was  extended. 
Preparations  for  tlie  war  were  being  made  at  this  time.  On  December 
1862,  authority  was  given  for  an  issue  of  five  million  dollars  in  State 
inds.  Banks  in  Graham  and  Lincolnton  were  authorized  and  the 
lends  on  the  bank  stock  held  by  the  Stat-e  amounted,  for  the  year, 
104,710.  In  1863  every  private  bank  was  taxed  ten  percent,  on 
t)flts,  and  every  agency  of  banks  incorporated  outside  the  State  was 
red  ^00.  The  State,  this  year,  appropriated  $3,200,000  for  defence, 
and  the  Treasurer  was  authorized  to  borrow  $3,000,000  from  the  banks 
id  issue  bonds  for  the  same.  The  banks  were  allowed  to  issue  $1,  $2 
id  $2.50  notes  and  were  not  required  to  redeem  in  specie  if  they  loaned 
loney  to  the  State.  All  money  over  ^100  held  by  individuals  was 
ixed  one-flfth  of  one  per  cent.,  and  during  the  war  the  stockholders 
it  banks  might  at  any  time  change  the  place  of  meeting.  As  the  war 
ed  it  sometimes  became  necessary  for  the  banks  to  move  their 
books  and  money  from  place  to  place  before  everything  finally  went 
down  in  the  general  crash. 

The  charter  of  the  State  Bank  was  extended  in  18G5  to  1869,  and  in 
1866  on  act  was  passed  to  enable  the  ' '  banks  of  this  State  to  close  their 
boBineas."  On  June  23,  the  charters  of  all  the  banks  were  repealed  so 
far  as  any  requirements  whatsoever  concerning  the  keeping  of  specie. 
A  scale  of  depreciation  of  Confederate  money  was  arranged,  and  in  the 
general  liquidation  and  preparation  for  a  new  beginning,  a  charter  was 
obtained  for  a  Savings  institution  in  Newbern.  Duriog  the  following 
year  two  others  were  established,  and  a  charter  granted  for  tbe  National 
Loan  and  Trust  Company,  of  Raleigh.  The  act  forbidding  imprison- 
ment for  debt  was  repealed  on  February  27  of  the  same  year.  The 
Assembly  of  1S70  placed  the  tax  on  all  the  banks  at  five  per  cent,  of 
th«  profits,  and  at  the  same  session  the  Bank  of  Raleigh  was  incorpo- 
rated. 

In  1873  and  during  the  following  years  tlie  charters  granted  to 
several  banks  allowed  them  to  take  as  security  for  loans,  Ueus  on  crops, 
even  before  plantiug  and  on  the  prospective  products  of  uuning  and 
manufacturing  ofterations.  During  the  next  few  years  many  banks 
obtained  charters,  and  in  1877  the  State  required  as  a  franchise  tax$i200 
from  every  bank  of  $100,000  capital,  and  a  corresponding  amount  for 
ooAller  capitals,  and  the  tux  on  profits  was  repealed.     From  1880  to 
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1890  was  a  period  of  growth  and  devdopaaflot  lor  the  Stafa^  aiid  linb 
inoreeMd  in  nomber  and  impcntanoe.  ■ 

During  one  seesion  of  the  Leigidafcare  ire  find  thirty-two  bentai  i> 
the  list  of  those  "inocnpcnrated  or  had  name  diaoged." 

The  panic  following  the  ezpanricm  which  began  aboot  1889  in  OJi 
State  was  severely  felt  by  the  financial  Institatlans,  hot  most  oltliMi 
sorvived  and  are  now  in  a  state  of  health  and  strength.  The  Stete 
Bankors' AsBodation  was  oiganlzed  in  1897.  ^nureanlntbe  Btatost 
the  ]^eeent  time  twentynaeven  National  banks,  focty-ftmr  State  banki^ 
and  twenty-one  private  bcuiks,  foor  BaviogB  bulks  and  two  trait  eoae 
panics  properly  speaking.  In  tiie  sommaiy  of  oondltions  given  btjtaw 
the  trust  companies  are  indaded  with  the  Savings  banks. 


State  Bank$. 


TXABS. 

Bo.  of 

^PV0M> 

*ar 

OtoMtaMMk 

i^ 

1884 

S 

$1,807,809 

•78,607 

•1,873.386 

••■8384 

wmjM 

1889 

10 

4,763,684 

738.876 

8,100.760 

tai44M 

MUM 

1844 

10 

4,463,308 

946,646 

8.336,000 

S3SU8n 

iMjm 

1848 

IS 

4.987,174 

1,830,988 

8,407,800 

MBs^m 

ttUM 

1864 

36 

10,3«6,247 

1,867,048 

4,818,6<8 

7380^S87 

vmm 

1869 

28 

12,347.800 

1.248,636 

8,636,300 

«308;0a6 

M«MM 

1861 

81 

14,080,746 

1,069,716 

7368,466 

6,S183M 

8,014381 

1871 

3 

327,000 

1887 

11 

1,721,211 

691.410 

1.431^'nii 

1892 

82 

6,524,727 

3,132,600 

8^793,481 

1897 

46 

4,637,989 

2,046.870 

8,413341 

National  Banks. 
FiRTures  la  thoiuandsof  dollan. 


1865. 
1870. 
1875. 
1880. 
1886. 
1890. 
1895. 
1898. 


Leant 
anddU- 
eountt. 

U.S. 
bonilt. 

Ciuh     ' 
andeath 
iUnu. 

2 

•24 

•61 

$54 

0 

1,612 

923 

S99 

11 

3,873 

1,831 

524 

16 

4.187 

2.289 

679 

16 

4,672 

1,417 

729 

21 

6,659 

920 

606 

27 

6,814 

916 

668 

27 

0,601 

) 

1,074 

766 

$68 
850 
2,200 
2,601 
2,064 
2,656 
2.716 
2.691 


•70 
319 
830 
472 
649 
780 
834 


nuM- 
9i4td 
pni/lU. 


Out- 
Utm. 


JWI- 


•3 
190 
869 
314 
338 
878 
880 
848 


•539 

1.803 
1316 
••8 
648 
888 
681 


83J» 
938* 
S3K 

4,«n 

43U 


SOUTHERN  STATES. 


561 


8tate,  aavinga  and  Private  Banks  qf  North  Carolina,  1898. 


RsnouBcxs. 
Loans  on  real  eatAte 

All  other  loana  and  dlsconnta 
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BOUTH  CAnOLINA. 

The  early  ooloniats  of  Garr>lina  were  from  Oreat  Briuiin.  many  of 
them  of  the  better  class,  but  iii  ino<ierate  cirfumstances.     The  iDiiui*- 
iiieutH  to  emigrate  were  so  strong  that  each  year  brought  new  advrnt 
urers  from  every  portion  of  Europe  and  even  from  far-off  Cliina.    To 
ssome  of  tlie  emigrants  it  was  an  eaj*y  mode  of  gwttiiig  rid  f>f  li<»tiiciWitii 
and  often  of  crimuial  prosecutions.     The  revocation  f>f 
Nantes  contributed  considerably  to  the  population  by  fur 
of  the  best  families  to  the  new  colony.     Carolina  betwme  a  (ip?nenl  r 
dezvoua  of  French  Protestant-s.     About  the  same  time  quitnaeul  'i 
oatne  over  from  Germany.     The  Swiss  also  flocked  to  Carolina,  eon- 
quently  the  population  of  the  new  colony  was  of  a  heterojfcneous  clmnic 
ter.    The  early  colonists  found  theiiiselve.i  surrounded  by  tlmusauiU  «' 
eiint(jred  Indians  who  had  been  inhumanly  treated  by  SpjuiinnN  mlt" 
had  come  over  from  Cuba  and    had  turned  loose  the  Cuban  hl«.«J 
hounds  upon  them,  tearing  to  pieces  women  and  children.     In  retoUa- 
tion  the  Indiana  murdered  and  scalped  the  colonists.     The  pEratesfrotn 
Cuba  and  the  West  Indies  also  coramittetl  great  outrages  upon  the  col 
onists.     With  such  surroundings  an  almost  bankrupt  people  were  no!  in 
iNaidition  to  est«blinh  a  bank.     The  irresptm«ible  State  govemnn'iit 
II(.HMle<l  the  country  with  an  immense  amount  of  almost  worthless  cur 
rency  and  bills  of  credit  to  carry  on  the  Indiai)  and  Spanish  war*  ami 
to  nwet  the  other  exigencies  of  the  Colony. 

F'\>r  more  than  half  a  century  the  colonist*  struggled  aloo^r  wll 
a  rharter»'d  bank.  Oreat  Britain  had  from  tiuie  to  time  t^ent  to 
ony  («evortd  cargoes  of  negroes  fi-om^Virica  which  were  sold  Into  bUtwt. 
Tliew.'  were  employed  mainly  on  the  coast  and  sea  island*  in  the  culti 
vatlon  of  rice,  indigo  and  vegetables.  As  there  was  B<*aj«sly  Bay  «flvw 
or  KiM<l  coin,  the  purcliase  of  the  negroes  had  to  be  paid  for  with  ricw, 
Indlgt),  furs,  skins  and  the  like.  A  considerable  amount  of  coin  went 
to  j»<iy  for  the  imported  slaves.     A  few  years  of  peace  eua''  liuat- 

iin«  to  "iiofi'ssfully  cultivate  rice,  indigo,  hemp  and  other  i  i  «ilb 

a  priilUnlilc  business  in  skins,  furs  and  fish. 

The  mcK'hauts  and  inhabitants  greatly  proflp«r«>d.  Therr  wsn  • 
liuvo  adviuuw  in  the  price  of  real  estate  in  Charleston  and  on  the  Ulaod* 
nr«>und  the  city,  also  in  the  value  of  slaves,  which  liad  bt^Ktme  an  niti 
i>lv  of  UH'rchandlse  saddled  up<.in  the  colony  by  the  mother  eoiuitry. 

Lakd  Awn  Loan  Raitk  of  thk  CAKoiiisAa  Estabusbjui. 

tl  WM  b«.U«Ted  that  the  eetablishnient  of  a  bank  woald  utiniiialr  ! 

»i  ,  V         '  .flu'r  induKtri«w,  and  would  also  be  an  easy  nv  '  s' 

•»  "»•  ••o!'|»"rtiiig  the  wiuita  of  the  Htate  goveniii  it  » 

I  fnim  the  fM'oplo  by  <lln'rt  tanation.     Tln»» 

^il)    the   ClLrolillllM   Mlirirtvtrxl    llif    f..ii.i)illiry    <.f 
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ibank.     The  first  and  only  bank  organized  under  the  Pro- 
jvemnient  was  in  1712.  located  in  Charleston,  and  known  a» 
and  Loan  Bank  of  the  (.'arolinaB.  with  a  perpetual  charter 
;^raiit«>d  by  the  State  Legislature  witli  the  privilege  of  issuing  bills  to 
forever  the  legal  money  of  the  country.     Five  hundred  thousand 
Pollar«  of  currency  was  issued  as  fast  as  it  could  be  printed  and  loaned 
It  at  ten  per  cent,  to  such  of  the  inhabitants  as  could  give  land  or 
ther  satisfactory  security.   This  large  emission  of  Imnk  bills  doubled  the 
L'tual  valueof  land,  slaves  and  agricultural  products.  Bank  bills  became 
le  circulating  medium  of  the  Carolinajs.     There  was  a  wide  difference 
Btweon  the  current  bank  bills  and  gold  and  silver  coin.     The  latter 
E>vcr  entered  into  circulation.      The  bank,  however,  with  all  of  Ms 
)uses  and  defects,  was  a  great  convenience  and  power  in  the  new, 
ide.  colony,  furnishing  for  a  period  of  sixty  years  current  money  re- 
el vnble  for  all  dues.  State  and  personal.     The  bank  lasted  from  1712 
the  end  of  the  Royal  Government  in  1775,  a  period  of  sixty-three 
It  was  a  great  help  to  the  people  in  building  up  the  Colony, 
jt  was  destroyed  by  the  Revolutionary  War. 

^t  the  beginning  of  the  Revolutionary  War,  Charleston  was  the 
i  important  shipping  port  on  the  American  Continent. 
Tlie  eight  years'  war  of  the  Revolution  left  South  Carolina  in  a  de- 
moralized condition.    Political  anarchy  prevailed.  The  herculean  effort 
throw  off  the  Britisli  yoke  led  her  people  to  endure  untold  sacrifices, 
siety  was  disorganized,  and  iiuui>ual  distress  prevailed  all  over  the 
Btattf.     The  large  amount  of  State  and  private  debts  and  bank  cur- 
icy  was  nearly  all  lost.     The  law  prohibited  suits  for  recovery  of 
L'bts.     When  the  war  was  over,  South  Carolina  was  left  with  her  rich 
ids,  «ood  climate,  a  hardy  race  of  men,  with  the  profltablo  staples 
cotton  and  rice  to  restore  their  waated  fortunes.    So  great  was  the  pol- 
disturbance,  it  required  nearly  ten  years  to  establish  a  stable  State 
iraent.     Good  crops  stimulated  trade,  and  the  people  in  a  few 
I  fell  the  necessity  of  banking  facilities.     From  the  beginning  of  the 
late  government  only  State  Imnks  were  chartered.     The  paper  money 
moisted  exclusively  of  the  notes  of  banks  organized  under  State  laws, 

BReufirrae  of  thb  State  Bankiso  System. 

The  first  era  of  banking  in  the  new  State  of  South  Carolina  was  in 

|792  when  the  Bank  of  South  Carolina  was  chartered  by  the  State 

fiture.     In  the  same  year  a  branch  of  the  Bank  of  the  United 

tblished  at  Charleston.     Five  banks  were  chartered,  viz. : 


TlUt  of  Bniik,  Capilat. 

irSS. Bonk  of  South  Carolina $l,OUO,«» 

1802 inateBank 1.000.000 

leOa Union  Bank 1,000,000 

1810 Planters  and  Mevhauica' Bank l.OOJ.OUO 

Bankof  tboState LOno.OOO 


Total $5,000,000 
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Theae  bauka  were  all  located  !□  Charleston,  wbidi  tras  at  that  time 
the  capital  of  South  CaroUna.  The  baoks  w«re  ablj  aad  bomxlf 
inanagcxl  by  tlie  best  roerchant«  and  banken  of  CharieBtoa.  Of  tii» 
IttTK*^  ninoimt  of  money  deposited  in  tljo«e  Imnks  and  the  Tart  bwiwrf 
nniTiincy,  not  a  dollar  was  lost  until  the  Ciril  War  of  1861. 

Tbk  Baxk  ok  South  Caboleta. 

About  18t>4  the  Legislature  subscribed  ^300,000  to  the  bankottOrd 
the  State  Bank  of  South  Carolina,  but  subecqaeatly,  in  1S13,  to  rellcTo 
the  flnanciid  distress  then  prevailing  the  Le^laturechart«n>dth«Buik 
of  the  State  of  South  Carolina.  This  bank  was  to  receive  on  dcT»«t 
4iJ1  Mt(K!kM  and  bonds  and  unexpended  cash  and  all  '  !  in 

futuru.     The  title  -was  vested  in  the  President  and  ••  i!i< 

faith  of  the  Stjite  was  pledged  to  support  the  bank  and  make  good  all 
lossee.  The  institution  hud  power  to  make  loans  on  both  real  and  pe^ 
Bonal  security  at  seven  per  cent,  interest.,  payable  In  atlvanoe,  the  Io«o» 
to  be  renewable  for  periods  up  to  ten  years.  The  bank  wa«  to  pay  ti» 
Interest  nn  the  State  debt,  and  its  charter  was  to  nin  until  IMJU?.  Th« 
bank  realiKod  upon  the  assets  turned  over  by  the  State,  ail' i  '"< 

capital  was  In  1819  tl, 372, 500.     In  1830  the  clmrtcr  was  r  mtil 

1886.  In  1830  it«  available  assets  were  $8,768,292,  and  at  this  timelt 
lia<l  paid  ^215,000  of  the  principal  of  the  State  debt,  which,  however, 
had  bwn  largely  increased  by  means  advanced  by  the  State  for  intental 
injproveinent*. 

In  IHUl,  by  the  apparently  brilliant  prospects  opened  by  the  com- 
pletion of  railroiuls  luid  the  rise  in  the  price  of  cotton,  the  lyeglslatore 
was  inchicwl  to  charter  the  Charleston,  Louisville  and  Cincinnati  R«D- 
road  Company,  with  a  capital  limited  to  f36,O0O,0OO.  The  State  took 
8800,000  in  stock,  and  advance  $200,000  in  cash,  and  endorsed  the 
bonds  of  the  company  for  12,000,000.  In  18:^8  a  great  {tart  of  tlie  dty 
of  <'luirlt«Kt(in  WHS  destroyed  by  fire,  and  an  extra  seesion  of  tlie  I. 
laCuro  wim  callinl,  which  uuthnri7.ed  the  Bank  of  the  State  to  o 
a  loan  o(  two  lulllioiiM  «>f  dolhint  for  the  benefit  of  the  sufferers,  and  lli# 
bank  obtAJned  the  money  in  Kngland.  In  1852  the  charter  wiu  ex- 
tended until  1871,  The  Civil  \Vardid  not  destroy  the  bank  and  in  16C7 
It  still  Im'UI  a  large  amount  of  aMiets.  some  of  which  1i  ' '  r^odsmi 
uf  douhtfiil  viiUk>,  beUmgiiig  to  the  State.     lu  iSHH  tl-  j>abUeai> 

(or  nogro)  Lcgislfituro  passeil  au  act  to  olo«e  the  bank,  aud  in  IWO  it 
waa  i>hu'isl  In  tlic  liiuuls  of  Rc*"eivoni. 

In  lJ^iO  tlure  wen'  live  banks  in  the  StAto:  The  Bank  of  South  Car- 
ullniL,  chartortMl  in  17tl2  with  capital  of  |tl.<K)0,000;  the  Stnte  Bank  ol 
South  Canduim  oharteml  in  1H02,  with  capital  of  f  1,000,000;  (h^UokB 
Bank  and  the  I'luiilcni'  Bank,  both  chartered  in  1810,  and  ea 
a  c'apil.Ll  of  fl.CKtO.OOO;  and  llnally  the  Hank  «if  the  Stat^ 
I 'aroliiia,  having  at  that  time  a  capital  of  ^  '  uit 

wim  till- flncal  ng*Mit  ol  the  State.    It  r»M:eivr<l  l.mu 
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negotiated  all  loans  and  received  all  the  assets  of  the  State.  There 
were  in  South  Carolina,  as  in  other  States,  two  opinions  aboat  the  ex- 
pediency of  conducting  all  the  financial  operations  of  the  State  through 
an  institution  of  this  kind.  No  objection,  however,  seems  to  have  been 
made  to  its  constitutionality  before  the  courts.  The  views  of  the  op- 
ponents of  this  institution  are  indicated  in  the  following  qnotaticmfrom 
€K>vernor  Seabury's  message  in  1849 : 

"  The  Bank  of  the  State  of  Soath  Carolina  is  a  dangerons  institation,  anti-Re- 
publican in  its  character  and  tendency,  and  the  evils  Ineritably  arising  from  the  con- 
nection of  a  monied  corporation  and  the  State  increase  and  ramify  the  longer  the 
rights  and  privileges  of  the  former  are  extended.  The  political  history  of  Sonth  Car- 
olina has  so  long  presented  the  anomalous  spectacle  of  Itsconstltnted  anthorltiee  per- 
tinaciously upholding  a  State  corporation,  while  It  denounced  any  union  between  a 
bank  and  the  Federal  GoTemment,  I  also  desire  In  this  place  to  express  my  settled 
conviction  that  the  Bank  of  the  State  was  founded  on  a  false  and  pernicious  principle; 
that  to  grant  to  the  members  of  a  conmiunlty  almost  exclnsiyely  devoted  to  rural  pur- 
suits unusual  facilities  for  commanding  money,  is  to  Inflict  on  them  and  their  pos- 
terity an  unmitigated  evil." 

On  the  other  hand  we  find  in  a  work  on  South  Carolina  recently 
published  by  the  State  Board  of  Agriculture,  the  foUowing  summing  up 
of  the  history  of  the  bank.  Speaking  of  the  closing  of  the  bank  in 
1870,  the  authors  of  the  work  remark: 

"  Thus  passed  away  a  powerfnl  institution,  which  for  more  thim  half  a  century 
had  exercised  exclusive  control  of  the  fiscal  affairs  of  the  State.  Its  friends  claimed 
that  it  had  saved,  consolidated  and  made  profitable  the  funds  of  the  State,  that  It  had 
furnished  relief  to  many  citizens  and  added  to  the  general  revenues  of  the  State,  im- 
proving and  developing  the  towns  of  the  interior.  Its  profits  were  employed  in  pay- 
ing the  interest  and  in  reducing'  the  principal  of  the  public  debt.  It  preserved  its 
capital  entire  and  its  fands  safe,  maintaining  the  character  and  the  credit  of  the  State 
In  Surope  and  at  home  without  blot  or  suspense.  Its  most  violent  opponents  ad- 
mitted the  ability  and  integrity  displayed  in  its  management,  and  declared  that  the 
abiding  confidence  of  the  people  in  It  was  a  high  but  dangerous  compliment  to  the 
purity  of  the  public  characters  of  the  State." 

The  constitutionality  of  the  paper  issues  of  the  Bank  of  the  State 
of  South  Carolina  can  not  be  questioned  after  the  decision  of  the  United 
States  Supreme  Court  in  the  case  of  Briscoe  vs.  The  Bank  qf  the  Com- 
monwealth  qf  Kentucky ;  but  this  question  does  not  appear  to  have 
been  raised  in  South  Carolina. 

Notable  Baitks  and  Bankers  of  thb  State. 

Among  the  public  men  of  South  Carolina  as  legislator  and  banker, 
none  was  better  known  than  Langdon  Cheves,  Judge  of  the  South  Car- 
olina Supreme  Court,  member  of  Congress,  Speaker  of  the  House  and 
President  of  the  United  States  Bank.  During  tiis  presidency  of  the 
United  States  Bank,  a  branch  ban&  was  in  successful  operation  in 
Charleston,  which  did  a  profitable  business  in  sterling  and  domestic  ex- 
change.    Mr.  Cheves'  father  lost  everything  by  the  war.     He  appren- 
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i  fetoaa^  laagdoB,  when  only  ten  yean  of  age  to  a.  ^injipmg 


inrr 


H»  lag^  aBi  maTltiy  pnriite  banking  boiue  of  Janies  Ad^er  k 
C^  «B0Bipaailenta of  Brown  Brae.  &  Co.,  of  Liverpool  and  LondoB, 
Al  ••  ertiBMTe  and  eneeeeefal  basineas  in  starting  tuad  domestie  ex- 
dhaa^a.  It  «••  for  half  a  eentoiy  the  leading  private  banking  Ihmw 
m  8aBKh  Carolina.  James  Adger,  the  senior  partner  of  the  firm.  «w 
oaa  of  tke  aiaak  Rieoenfnl  busineas  raeo  that  CLarleston  ever  had 
nan  a  aaMll  hfghining  he  auaesed  a  laiige  fortune;  his  thne  tau 

At  tka  doae  of  the  Branch  Bank  of  tbe  United  States  there  amc 
tke  oacaaBty  of  a  bank  with  a  large  capital  to  take  its  place.  The  old 
laaldin  Charieston  had  not  accustomed  themseJves  to  handiiog,  to«a; 
40MBK,  foreign  exchange :  they  were  very  conservative  in  their  bosiiMSB. 
Ykai  gitaat  staples  for  Carolina  of  cotton  and  rice  were  chieflj  sold  ht 
tadpi  aieiumge- 

Thk  Bask  ov  Charlbsto^  Chartkrbd. 

AboQt  this  time  Henry  Gkrardin  was  one  of  the  leading  merchooU 
aad  bankers  in  Ctiarleston.  It  was  mainly  through  his  inlluf^ice  that 
Ika  Bank  of  Charleston  was  established.  Ho  was  a  director  in  the 
]}btOB  Bank,  of  wliich  Henry  Ravenel  was  President.  In  IfiSi  ttr. 
Qoairffin  was  elected  a  member  of  the  State  Legislature. 

It  was  not  known  generally  that  a  cltarter  fur  a  bank  was  to  be  a{>- 
flSM  tor.  There  was  great  opposition  to  creating  u  new  bonk.  Jnilge 
Oolcock.  then  President  of  the  Bank  of  the  State,  was  violently  op- 
poKd  to  ebartering  a  bank  with  the  propos^ed  large  (Uipital.  Hl<  mu- 
midad  that  it  would  destroy  the  old  banks  and  have  a  uiooopnly  of 
IIm  Na)ik''^g  business  of  Charleston  and  of  the  State ;  he  proposed  li> 
lauiCfir  the  oapital  of  the  Bank  of  the  St«te.  As  that  bank  was  fart 
lyHBc  into  the  hands  of  ring  politicians,  the  proposition  was  rejeotcd, 
gnd  Uw  Bank  of  Charleston  was  chartered  with  a  capital  of  (O.OOD.OOQ. 
flia  patltiooeta  for  its  charter  were  Ker  Boyce,  L.  M.  WUey,  H.  W. 
Cnnnar  Robt.  T.  Hayne  and  Henry  Gourdin,  all  leading  uirrehaiili 
and  bMdcen  of  Charleston.  They  bought  the  Unite^l  Siaic*  Balk 
^nQJlBy  on  Broad  street  and  began  buxiness  in  1835  with  Oen.  Ji 
MainiW^  M  President  and  Arthur  Rose  as  Cashier.  With  sorh 
^,19  attd  •  ttroog  board  of  directors,  the  Batik  of  Charleston  reruliH 
iKwitaed  tb«  hanking  basineBS  in  South  Carolina.  A  clo«e  aUlaoee  «m 
^ff^-y  with  tbe  Bank  o(  Liverpool,  the  relations  of  the  two  iMuiku  br- 
^l^mlUg  M(W<  intimate  and  confident  ioL  In  a  few  yean*  the  Bank  etf 
,>i..,.k^(^  ranked  in  eotumercial  circles  of  Europe  among  the  tvn- 
t«B«U«tk«a  of  its  kind  la  the  United  States.  Sainoel  Snith 
a«UL  Jlt-ttNT^  '^  *^  Bank  of  Liverpool  at  that  timp.  Tbt*  Bank  ft 
f^iarlNiMi  nMMwkd  (o  the  large  business  of  the  Branch  Bank  oif  tll# 
I      >l  !^al««K  »f*^  "^^  ^  '"'^  capital  and  good  nmnagnnrnt,  ths 
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ik  enabled  the  merchants  to  build  up  the  jobbing  trade  of  Charles- 
which  soon  extended  to  nearly  all  of  tlie  Southern  States;  the  ship- 
ig  businesH  also  greatly  increased. 

When  the  war  began  in  ISCl  the  Bunk  of  Charleston  was  on  the 
'h\g\x  road  of  success.  Its  bills  passed  currently  in  everj'  State  in  the 
iJnion.  Alan  t  War  leaves  nothiuK  but  ruin  in  its  mvages.  The  Bank 
H  Chark'st-on  paid  all  of  its  depositors  and  bill  holders  in  fidl,  and 
^ms  one  of  the  few  banks  in  the  South  that  sur\'ived  the  war.  In  1872 
it  reorganized  as  the  Bank  of  Charleston  National  Banking  Association, 
and  although  it  has  not  a  capital  of  three  million  dollars  now,  yet  it 
ranks  In  credit  and  usefulness  with  any  bank  in  the  South.  Only 
meagre  and  unsatisfactory  bank  reports  were  published  in  this  State 
^til  after  the  panic  of  1837. 

■  In  1812  there  were  Ave  State  banks  witli  an  aggregate  capital  of  $5,- 
W),(KK).  which  was  increased  to  88.800,0(X)  in  1835  by  the  organization 
of  the  Blink  of  Charleston,  with  $3,000,000  capital,  and  the  South- 
wettern  Railroad  Bank,  with  1800,000  capital.  All  tliei-e  banks  were 
looated  in  Charleston.  In  1839  there  were  twelve  banks,  with  $11,600,- 
000  capital,  ^,000,000  in  circulation,  and  |S,500,000  deposits,  and. by 
1859  the  capital  had  increased  to  116,000,000,  the  circulation  to^lZ,- 
000,000  and  the  deposits  to  fS,  250, 000. 

At  the  beginning  of  tlie  War  in  1861  there  were  twenty-two  State 

in  South  Carolina,  with  an  aggregate  capital   of  i8ilS,0nO,000; 

Jation,  tlO,0<)0,0(X);   depi^sits,  $12,000,000.      The   banks  were  so 

refuUy  and  successfully  managed  that  there  had  not  been  a  failure 

\  a  bank  in  South  Carolina  since  the  close  of  the  Revolutionary  War 

1783. 

Early  in  the  War  of  1861  C.  G.  Memminger,  Secretary  of  the  Con- 
lerate  Treasury,  a  Charleston  banker,  called  upon  the  banks  forflO,- 
000,000  of  their  bills,  which  were  to  be  returned  as  soon  as  the  Confed- 
erate notes  could  be  printed.  The  writer  of  this  sketch  was  a  director 
in  tiie  Bank  of  South  Carolina,  the  first  bank  that  was  chartered  after 
the  War  of  the  Revolution  by  the  State  Legislature.  He  told  Mr.  Bimie, 
the  Pn^sident,  that  if  the  request  was  grantetl  it  would  break  all  the 
banks,  as  the  bills  of  the  banks,  which  were  considered  better  than 
Confederate  notes,  would  be  hoarded.  A  majority  of  the  directors, 
however,  voted  for  the  issue,  which  resulted  in  the  destruction  of  the 
kikit. 

H  The  State  bank  system  in  the  Southern  States  before  the  war  was 
^pillar  and  as  perfect  as  anything  could  be  outside  of  National  banks. 
fhe  laws  regulating  batiks  in  South  Carolina  gave  satisfaction  through- 

jX  the  countrj-,  affording  as  they  did  a  sound  currency  and  ample  ac- 
unodatiou  to  t!ie  people.     A  Bmik  of  Charleston  note  was  current 

[»m  Maine  to  Texas,  and  even  circulated  in  England  and  on  the  Con- 
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tinent  of  Earope.  Bank  capital  in  Soath  Can^ina  was  exempt  from 
taxation  by  State  or  municipal  authoritieB.  This  enabled  tliem  to  de- 
clare satisfactory  dividends  and  make  loans  at  low  rates  of  interest 
The  majority  of  the  btmks  in  Sonth  Carolina  were  located  in  Cbaries- 
ton.    They  were  banks  of  issue  and  all  specie-paying. 

Dkstbuction  Wbouoht  by  thb  Crvn.  Wab. 

The  disastrous  war  of  1861-65  was  a  political  earth<iaake  Uiat  shook 
the  Southern  States  from  center  to  circumference,  resulting  in  loas  of 
lives  and  property  beyond  computation.  The  slaves  alone  of  the  Soatii 
represented  a  money  value  of  three  thousand  millions  of  dcdlars.  As 
many  more  millions  in  currency,  bank  capital,  txmds  and  misoellaneooa 
debts  were  destroyed  by  the  surrender  of  Lee.  In  1861  a  terrible  fire 
swept  over  Charleston  from  Ashley  to  Cooper  rivers,  and  destroyed  six 
million  dollars'  worth  of  property.  Columbia,  the  State  capital,  was 
literally  destroyed  by  fire  in  1866  when  Sherman's  army  visited  thatdty. 

As  the  war  began  in  Charleston  her  trade  and  commerce  were  the 
first  to  suffer  its  effects,  from  which  it  has  never  fully  recovered.  When 
the  Confederate  authorities  evacuated  Charleston  in  1865,  a  small  force 
of  mounted  men  was  left  to  bum  the  cotton,  gunboats,  provisions  and 
other  Confederate  property.  The  burning  of  the  cotttm  at  the  North- 
eastern depot  resulted  in  a  terrible  calamity.  A  large  quantity  of  pow- 
der was  stored  there  which  ignited  and  blew  up  the  depot,  bnrjring  in 
the  ruins  two  hundred  men,  women  and  children  who  were  at  the  depot 
to  get  the  provisions  stored  there.  The  fire  spread  across  the  city,  de- 
stroying millions  of  dollars'  worth  of  pro{>erty.  The  shelling  from  the 
Federal  gunboats  prevented  any  one  living  below  Calhoun  street.  In 
this  crisis  the  mayor  appointed  Aldermen  George  W.  Williams  and  W. 
H.  Gilliland  to  be  the  bearer  to  Morris  Island  of  the  following  oommn- 
nication. 

"  To  the  Oentral  Commanding  t?ie  Army  qf  the  United  State*  at  MorriM  laUmd  : 

SiK — The  military  autliorities  of  the  Confederate  States  hare  evacuated  this  city. 
I  have  remained  to  enforce  law  and  preserve  order  nntil  yon  take  each  steps  as  yim 
may  think  best.  Very  respectfully,  your  obedient  servant, 

Charles  Macbbth,  Mayor. 
Chabl,B8ton,  8,  C,  February  17, 1886." 

The  aldermen  met  General  Bennett  and  deUvered  the  mayor's  letter. 
The  services  of  the  Federal  troops  were  secured  in  extinguishing  the 
fires  in  various  parts  of  the  city.  Provisions  enough  were  saved  from 
the  flames  to  feed  20,000  people,  whites  and  blacks,  for  four  months. 

As  soon  as  the  war  was  over,  the  firm  of  Geo.  W.  Williams  &  Ca 
resumed  business,  and  without  delay  erected  fifteen  large  brick  ware- 
houses in  the  burnt  districts  for  the  storage  of  cotton,  merchandise  and 
fertilizers,  at  a  cost  of  $100,000.  They  rebuilt  the  Charleston  Iron 
Works  that  gave  employment  to  200  men  and  a  large  cotton-prees, 
which  has  compressed  millions  of  bales  of  cotton.     They  also  re-estab- 
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lied  the  banking  bouse  wbich  at  onoe  made  arrangements  with 

axel,  Morgan  &  Co.,  New  York,  Brown  Bros.  &  Co.  of  London,  Bank 

fliverpool  and  Drexel,  Harjes  &  Co.,  Paris,  to  handle  their  sterling 

ehaiige,  which  amounted  to  five  million  doUtirs  per  annum.     They 

>  did  a  large  business  in  domestic  exchange.     So  carefully  was  busi- 

done  in  Charleston  that  of  the  large  amount  of  sterling  exchange 

aght  tbere  was  not  a  dollar  lost. 

'  Boon  after  the  war,  cotton,  which  was  the  great  Southern  staple, 
shipped  to  Charleston  and  sold  at  fifty  cents  per  pound.     This 
lulated  trade  and  created  a  heavy  demand  for  currency.     This  was 
iiet>ded  to  move  the  cotton.     Only  National  banks  could  furnish  cur- 
jcy.     Geo.  W.  Williams  &  Co.  decided  to  establish  a  National  bank 
a  capital  of  §500,000.     They  had  bought  sterling  exchange  In  1861 
Ih  Confederate  money  at  103,  and  sold  it  in  1865  at  223.     Their  New 
rk  bankers  sold  six  hundred  thousand  sterling  exchange  for  them 

invested  in  Oovemnient  seven  per  cent,  bonds  at  less  than  par. 
As  there  was  not  a  bank  in  South  Carolina,  Geo.  W.  Williams  Sl 
arranged  at  Washington  to  establish  the  First  National  Bank  of 
rleston  with  a  capital  of  ^500,000;  their  eeivior  partner  was  to  be 
ident.  There  was,  however  such  a  demand  for  his  time  and 
lioes  in  the  mercantile  business  that  he  could  not  accept  the  office, 
became  Vice-President.  It  has  been  a  most  successful  institution. 
I  In  December,  1865,  the  People's  National  Bank  was  chartered  with 
ipital  of  18500,000  afterwards  increased  to  $1,000,000. 
'In  1872  the  Bank  of  Charleston  was  reorganized  a«  the  Bank  of 
Charleston  National  Banking  Association,  with  a  capital  of  I*i6(i0, 000.  The 
capita]  has  been  reduced  to  $300,000,  but  the  bank  still  has  the  largest 
capital  and  business  of  any  bank  in  the  State.  The  three  National 
banks  in  Charleston  have  all  been  successful 

In  1875,  ten  years  after  the  war,  there  were  three  National  banks  in 
irleston  with  combined  capital  of  $2,100,000  and  a  few  old  State 
winding  up,   not  ha\iHng  capital  enough  to  continue  business, 
capital  of  new  State  banks  chartered  from  1865  to  1875  was  less 
one  million  dollars.     In  1885  there  was  a  groat  disposition  in 
rly  every  little  town  in  South  Carolina  to  establish  one  or  more 
banks,  generally  called  Savings  banks,  but  they  all  had  capital 
I  or  Ie«,  and  in  some  instances  less  than  more.     The  depositors  re- 
red  a  f«ur  rate  of  interest.     In  consequence  of  the  excessive  taxation 
the  large  increase  of  State  banks,  the  three  National  banlu  of 
rieston  reduced  their  capital  from  ^,100,000  to  $760,000.     Quite  a 
iber  of  National  banks  in  the  interior  have  gone  into  the  State  bank 


In  1874  Geo.  W.  Williams  &  Co.  established  the  Carolina  Savings 
Bank  at  Charleston  with  an  authorized  capital  of  1(^00,000. 
^The  low  rate  of  interest  on  Government  bonds  is  causing  a  reduction 
National  banks.     Aft«tr  the  premium  paid,  they  will  not  yield  more 
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than  ft  per  oent  Intemt  TbBoaatiMai^iaenmkiguBiilmndtnt 
jwrnrtntW  an  also  aetloos  rivala  of  ttie  banka. 

Sooth  Candina  haa  for  the  past  100  yaaia  Imbu  dtaHnfriAad  ir 
■oaod  hanUng.  Aa  hai  been  atated,  £ram  1788  to  18S1  tiMn  ma  mt 
thetaOtueofabankeharteredl^aieStafte.  From  186S  to  ISM  ttm 
have  been  oompaxativelj  few  bank  fkthnea.  Pwfaaip  no  Stota  in  ttt 
Union  haa  a  better  reeord  for  aound  banking, 

Til  imffl  Hill  iilil niilliiiiiiT  liiillliill bail  Ml  litngan  miMtl  iif 

tl,M8,000,  and  the  eighty-aeren  State  baaka  (fMHtaObig  Smrkvi  bai^ 
a  eaidtal  of  98,801,000.  TOewnploao^thBae  banka  waf^giBtOm^arf 
the  deposits  9W,S8S,180.  Fonrteen  of  tiw  State  banks  and  fhiaa  of  Aa 
NaUonal  banks  were  loeated  In  Chailestoa. 
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rtie  writer  of  this  sketcli  has  had  an  experience  in  banking  embrac- 
f  a  period  of  half  a  century  and  has  passed  through  uumerous  wars 
and  pjinics.  He  has  never  found  it  more  dlfflcult  to  use  money  profit- 
ably than  at  this  tiine.  The  SavingB  banks  have  found  it  necessary  to 
reduce  the  rato  of  intereet  paid  depositors  to  three  per  e«nt.  in  conse- 
quence of  the  difficulty  in  making  satisfactory  investments  and  loans, 
ites  of  interest  on  approved  securities  generally  approximate  to  those 
paid  by  the  Qovemment. 


QEOROIA. 

Great  Britedn  had  denied  to  the  Colonies  the  right  to  emit  bills  of 
credit,  but  after  hostilities  began  between  the  Colonies  and  the  mother 
country  the  business  of  the  Colony  waa  conducted  with  an  issue  of  colon- 
ial currency  approximating  fifty  thousand  dollars,  which  was  legal 
tender  for  all  public  and  private  debt*.  Tliis  currency  disappeared,  and 
so  far  as  known  no  portion  of  it  was  redeemed.  It  doubtless  was  pre- 
served by  hopeful  holders  as  some  are  yet  treasuring  the  Confederate 
Iixmds  and  the  issues  of  State  currency  by  some  of  the  cotton  States, 
|irhicb  were  payable  "  six  months  after  a  treaty  of  peace  shall  have 
been  ratified  between  the  United  States  and  the  Confederate  States." 


BUiLs  OP  Credit  Emitted  bt  the  State. 


Bills  of  credit  were  largely  emitted  by  the  State  of  Qeoi^a  during 
the  Revolutionary  period,  and  the  poorly  fed  soldiers  of  the  Revolution 
rere  paid  in  this  currency,  as  their  descendants  were  paid  in  money  of 
ie  currency  in  the  sixties.    After  the  treaty  of  peace  with  (ireat  Britain 
irgia  redeemed  the  war  issue  of  colonial  currency  with  a  new  issue 
»f  paper  currency  at  the  ratio  of  one  to  one  thousand.     When  one  con- 
iders  the  amount  of  the  original  that  must  have  been  lost,  destroyed, 
id  fallen  into  the  hands  of  the  enemy,  the  proportion  of  redemption 
ras  even  greater  than  a  discount  of  999  per  centum.     This  new  cur- 
rency, however,  answered  the  purpose  of  money,  was  a  medium  of  ex- 
change, gave  credit  and  enabled  tlie  pioneers  to  erect  a  State  and  build 
up  values  that  would  endure  when  the  stimulus  to  exertion  had  ceased 
to  be  worth  the  paper  upon  which  the  delusive  promises  to  pay  had 
b«en  printed. 

On  May  4,  1778,  the  JjCgislature  of  Georgia  authorized  an  issue  of 
legal-tender  jjaper  of  more  value  than  the  class  of  paper  previously 
led.  The  amount  was  a  quarter  of  a  milUon  dollars,  or  £50,000, 
pledging  the  faith  and  credit  of  the  State  for  redemption. 

The  notes  were  further  secured  by  lands  acquired  by  the  State.  Most 
■  these  bills  were  redeemed,  some  of  them  a.s  late  as  the  thirties.  This 
irvulation  waa  a  great  relief  to  a  struggling  people,  and  more  conH- 
kence  was  reposed  In  those  bills  than  in  any  previous  currency  in  circula- 
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tion  in  the  history  of  the  Colony.  It  would  be  difflonlt  to  obtain  many 
genuine  bills  of  the  currency  circulating  in  Georgia  in  the  year  1778, 
but  the  following  is  a  sample  of  one  of  these  unredeemed  bills  of  what 
was  known  as  the  "rattlesnake  issue."  It  is  printed  on  ron^  P^P^^i 
being  three  and  one-eighth  inches  by  stz  inches. 

Ten  years  after  the  emission  of  tliis  bill  the  Federal  Conrtitntion 
provided  against  the  issue  of  bank  bills  by  Hie  States,  and  Geoigia  lived 
up  to  the  inhibition  until  January,  1862,  during  the  Civil  War,  when, 
as  will  be  seen  further  on,  she  again  resorted  to  an  mnimaatmt  and  oiren- 
lation  of  State  currency. 

Until  1810  the  b€uiking  transactions  in  Ctoorgia  were  all  through 
branches  of  the  Bank  of  the  United  States,  and  thus  the  State  escaped 
the  evils  that  many  other  States  experienced  by  chartered  banks  with 
large  volumes  of  currency  emitted  by  them.  In  eaeaping  the  after- 
math of  repudiation  and  worthless  paper,  it  is  a  matter  of  Idatarj  that 
the  prc^^ss  of  the  State  was  not  particularly  noticeable.  While  other 
States  were  building  cities,  promoting  manufacturing  Indostriea  and 
building  roads  and  canals,  Georgia  made  no  material  progi'oea  for  the 
decade  ending  1810,  beyond  the  stage  coach  and  the  wagon. 

As  dissatisfaction  with  the  Bank  of  the  United  Statea  grefw,  tboe 
was  also  enkindled  a  sentiment  in  favor  of  banks  that  would  be  free 
from  Federal  supervision  and  control. 

Banks  Chartbrbd  Under  Statb  Laws. 

Anticipating,  by  three  years,  refusal  of  a  renewal  of  the  eiharter  of 
the  Bank  of  the  United  States,  a  number  of  prominent  merchants, 
planters,  professional  men  and  tradesmen  of  Savannah,  Oa.,  in  1807 
obtained  from  the  Legislature  a  charter  for  the  Planters'  Bank.  The 
charter,  however,  did  not  meet  the  requirements  of  a  majority  of  the 
projectors,  and  an  organization  was  not  then  effected.  The  city  of  Au- 
gusta, on  the  Savannah  River,  was  then,  and  for  forty  yean  later,  a 
decided  rival  of  Savannah,  and  the  project  of  a  bank  was  taken  up, 
culminating  in  December,  1810,  by  the  Legislature  chartering  the  Bank 
of  Augusta,  with  a  capital  of  $300,000,  which  capital  waa  twice  increased 
thereafter,  until  in  1826  its  capital  stock  was  one  million  two  hundred 
thousand  dollars,  of  which  the  State  of  Georgia  had  reserved  stock  to 
the  amount  of  $200,000,  and  ten  years  ago  the  State  Treasurer  was  in- 
structed to  cease  to  carry  on  his  books  the  stock  of  the  Bank  of  Au- 
gusta as  live  assets,  thus  wiping  out  $80,000. 

The  Savannah  projectors  obtained  a  new  charter  for  the  Planters' 
Bank  in  1810,  with  an  authorized  capital  stock  of  one  millicm  dollars, 
one-tenth  of  which,  or  1,000  shares,  was  reserved  to  the  State. 

For  five  years  the  Bank  of  Augusta  and  the  Planters'  Bank,  of  Savan- 
nah, were  the  only  chartered  banking  institutions  in  the  State,  but  the 
State  was  infested  with  all  sorts  of  bills  of  credit,  issued  by  individuals, 
partnerships  and  associations  of  various  kinds,  demoralizing  in  tendency 
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calculated  to  impair  the  general  scope  of  the  chartered  banks.  It 
Bouglit  to  correct  the  abuse,  if  not  wholly  to  destroy  it,  by  legisla- 
ettactment  in  1815,  for  at  that  set^sion  a  tax  of  eight  per  cent,  was 
upon  all  bills  issued  by  other  than  chartered  banks,  and  for  all 
lequeut  issues  of  the  kind  a  tax  of  twenty  per  cent,  wae  laid.  The 
h^quired  the  emitters  of  such  bills  to  make  returns  nnder  a  i>enalty 
600. 

>ariag  this  period  of  1810-15,  wliile  the  second  war  with  Great 
Bin  was  in  progress,  specie  iiayments  bad  been  suspended,  and  the 
(  of  small  bills  had  tended  to  the  witlidrawal  of  coin  and  subsidi- 
eoinaf.'e.  But,  contrary  to  the  terms  of  the  charters  of  the  banks 
I  doing  business  in  the  State,  to-wit  :  the  Bank  of  Augusta  and  the 
Iters'  Bank,  of  Savannah,  suspension  of  specie  paynieuta  was  fre- 
it,  and  by  them  and  other  chartered  banks  later  on  during  their 
Sence,  but  in  every  instance  Legislatures  passed  enabling  acts,  and 
lank  ever  lost  a  charter,  the  Legislature  invariably  coming  to  the 
If  of  tlio  banks.  In  1857,  and  againln  1860,  when  the  Legislature  bad 
Uzed  the  suspension  of  specie  payments,  and  the  Governor  had  in- 
vetoes  in  each  instance,  the  bills  were  passed  over  his  veto, 
iber  16,  1815,  the  Bonk  of  the  State  of  Georgia,  of  Savannah, 
incorporated  with  a  capiteii  stock  of  one  and  a  half  million  dollars 
(00,000),  of  which  the  State  reserved  six  thousand  shares,  or  six 
dred  thousand  dollars,  nearly  one-half,  and  one  year  later  the  Bank 
fallen,  with  a  (»ipital  stock  of  one  million  dollars,  was  chartered,  the 
e  taking  one-half. 

Orqaswatiost  of  a  Bakk  by  thk  Stath. 

["be  State  of  Oiieor^a  in  1828  evolveil  out  of  its  holdings  ui  these 
'  banks,  the  idea  of  a  central  bank,  without  capitalization  other 
p  the  shares  it  owned  in  the  four  baulu  it  had  chartered,  and  the 
Ids,  notes  and  other  instruments  of  indebtedness  due  the  State,  to 
eh  it  added  moneys  then  in  the  hands  of  the  State  and  moneys  that 
it  actrme  to  the  State  from  all  other  sources.  The  professed  object 
ie  bank  was  to  loan  money  to  the  people ;  the  real  object  was  to 
le  the  provision  of  the  constitution  that  prohibited  the  emission  of 
I  by  the  State.  This  prodigy  was  known  as  the  Central  Bank,  and 
located  at  MilledgevLlle,  then  the  capital  of  the  State.  It  continued 
ctive  operation  until  1842,  but  it  required  fourteen  years  thereafter 
ollect  its  assets.  For  many  years  the  profits  of  the  (Jentrid  Bank 
l>led  the  State  to  conduct  its  internal  affairs  without  laying  taxes,  and 
a  portion  of  the  time,  taxes,  when  imposed,  were  nominal;  but 
appearance  of  prosperity  wa.s  fictitious.  Its  stock  in  the  four 
ks  mentioned  had  to  be  disposed  of,  loans  were  resorted  to,  and 
ttually  the  State  had  to  issue  bonds  to  redeem  its  outstanding 
I  One  of  the  dominant  and  anticipated  popular  features  of  the 
Bank  was  to  make  loans  to  the  people  of  the  various  sections 
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of  the  State,  bnt  complaints  were  numerous  of  inequality  and  fttrorii' 
ism  in  the  placing  of  loans,  which  did  much  to  *ontribate  to  tlie  onpop- 
ularitf  of  the  Central  Bank. 

OPERATIOJfa  OF  THE  BrASCH  BAJTK  OP  THE  UNTTKD  STjITES, 

(Joing  back  to  181R  the  chartering  of  the  second  Bank  of  the  UoM 
States  was  the  signal  for  the    re-establiahment  of   one  of  its  many 
branches  at  Savannah.     Congress  had  passed  a  law  pro>'iding  fortb 
reBumption  of  specie  payments  from  February  20,  1817,  after  a  Mven 
years'  suspension.     The  chartered  banks  of  Georgia  no  doubt  came  w 
near  compliance  with  the  law  as  did  the  banks  of  most  of  the  otlu^ 
States  of  the  Union,  but  all  sorts  of  evasions  were  resorted  to  and  tlw 
local  banks  were  in  perpetual  conflict  with  the  United  States  Bank,  tbf 
latter  seeking  to  compel  specie  payment,  and  the  former  as  per»l«t«illy 
availing  themselves  of  every  tactful  scheme,  subterfuge  and  device  to 
avoid  payingout  8X)ecie.    Bills  of  the  chartered  banks  were  proteeted,  but 
as  the  local  sentiment  was  with  the  home  banks,  it  was  difficult  and  nft«o 
impossible  to  retain  counsel  to  press  the  claims  of  tlie  Federal  bank. 
The  Legislature  was  finally  invoked  by  the  chartered  banks  and  in  If^' 
that  body  repealed  so  much  of  the  law  providing  for  the  resnrapUt/nof 
specie  payments  so  that  it  would  not  apply  to  a  refusal  of  specie  to  tbf 
United  States  Bank  by  the  chartered  banks  of  the  State;  a  year  lat« 
further  legislation  was  had  that  voided  the  interest  upon  the  bllU  of 
the  chartered  banks  held  by  the  Federal  bank  for  refusal  of 
This  was  repealed  in  1824,  but  as  hostihties  were  renewed  between 
bank  of  the  United  States  and  the  chartered  banks,  the  law  was  r^en- 
acted  two  years  later. 

From  1815  down  to  1835  a  number  of  banks  were  chartered,  most  of 
which  had  small  capital,  but  all  had  the  privilege  of  issuing  bill*  to 
three  times  the  amount  of  their  capital  stock.  Between  the  deprraiin(; 
years  1833  to  1840  most  of  these  banks  disappeared,  to  the  general  sor 
row  of  their  depositors  and  holders  of  their  bills  of  credit;  among  the 
genera]  wreck  were  some  of  the  more  pretentious  banks,  suoii  m»  the 
Darien  Bank,  with  its  capital  of  11,000,000  and  $3,000,000  in  bilK  and 
the  Merchants  and  Planters'  Bank,  of  Augusta,  with  a  capital  al  #900,- 
000  and  nearly  8l,00(J,000of  outstanding  currency,  whoseoimrtvr 
mittee  of  the  Legislature  reconiuiendt^d  in  183^i,  should  l>e  forfaiti 
the  bank  had  been  illegally  organized,  and  had  conduetoil,  itj«  bi 
illegally  from  the  time  it  had  obtained  Its  cliarter  ut  IVilT.  F«ir 
preceding  years  legislative  coouuittees  had  made  the  most  glowing  Im- 
ports of  it,  recommending  it  to  the  ooafldence  of  the  pei>pte  ami  lo  thr 
Legislature. 

The  bunks  that  did  most  for  internal  improTemeots  aud  the 
rial  progress  of  Georgia  were  the  Georgia  Railroad  ADd  Banking 
IMuiy,  of  Augusta,  and  the  Central  Railroad  and  Bankioi^  Coaipaof,  of 
Savimniih.     Tliey  were  of  great  bciK-flt  to  thi>  Stat*,  and  w^AthAmtdall 
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^  storms,  even  rising  superior  to  the  depression  and  ravages  of 
^meeting  all  their  obligations,  including  their  outstanding  cur- 
Po  the  Georgia  Railroad  and  Banking  Company  was  due  the 
jnstmctjon  of  the  first  railroad  in  Georgia,  vrhich  was  from  Augusta  to 
Lthens,  via  Union  Centre,  and  under  its  auspices  the  first  railroad  con- 
struction in  the  State  was  along  this  line,  since  that  early  period  being 
ext4?nded  to  Atlanta,  not  then  a  settlement,  but  now  the  principal  city 
of  the  State. 

The  Central  Railroad  and  Banking  Company  first  obtained  a  charter 
)eceinber  20,  1833,  as  the  Central  Railroad  and  Canal  Company,  of 
^orgia.  Finding  that  under  this  charter  it  was  not  desirable  to  build 
,  canal,  as  the  railroad  era  had  begun,  and  railroads  were  no  longer 
eiperiniental,  an  amended  charter  was  obtained  December  14,  1835, 
3m  the  Legislature  for  the  Central  Railroad  and  Banking  Company, 
ITof  Georgia,  and  incorporating  in  the  charter  the  privileges  of  doing  a 
ting  business.  The  pioneers  in  this  incorporation  were  W.  W.  Gor- 
don, a  lawyer.  Mayor  of  the  city  and  a  member  of  the  Legislature  at 
the  time  of  the  passage  of  this  act ;  he  was  the  father  of  Gen.  W.  W. 
(Jordon.  now  residing  at  Savannah;  Thos.  Purse,  a  merchant,  member 
of  the  Board  of  Aldermen  of  Savannah,  afterwards  State  Senator  and 
Mayor  of  the  city,  and  father  of  Capt.  Daniel  G.  Purse,  President  ol  the 
Savannah  Board  of  Trade.  Mr.  Gordon  was  the  first  President  of  the  com- 
pany, and  Thos.  Purse,  first  Superintendent  of  the  road,  under  whose  sn- 
perintendency  it  was  constructed.  Mr.  Gordon  died  before  the  road  was 
completed;  Mr.  Purse  survived  the  war.  He  was  the  inventor  of  the 
time-table  as  applied  to  roads,  and  was  for  many  years  one  of  the 
bank  directors,  both  he  ajid  Mr.  Gordon  being  members  of  the  first 
board  of  directors.  Mr.  Purse  was  the  originator  of  the  banking  idea, 
which  was  not  looked  upon  so  favorably  by  Mr.  Gordon  at  the  time  the 
enterprise  was  projected. 

The  Central  Railroad  and  Banking  Company,  of  Georgia,  had  an 
authorized  capital  of  three  million  dollars,  one-half  of  wliich  it  was 
permitted  to  use  for  banking  purposes.  The  project  had  the  material 
Bupjwrt  of  the  local  banks,  for  when  the  city  of  Savannah  8ub.>icribed 
for  $500,000  of  the  stock,  the  Planters'  Bank  tendered  a  loan  of  §.">0,000, 
the  Bank  of  the  State  of  Georgia  $50,000,  and  the  Marine  and  Fire 
Insurance  Bank  825,OoO,  all  without  interest,  to  enable  the  city  to  meet 
tije  first  uistallment  that  was  required  of  it  as  a  stockholder  when  en- 
tering its  subtniription.  Out  of  this  joint  railroad  and  banking  institu- 
tion has  grown  the  extensive  system  of  railroads  from  Savannah  to  and 
jthrouglj  the  interior. 

The  Central  Railroad  and  Banking  Company  rehabilitated  its  de- 
rastated  lines  after  the  war,  met  all  its  obligations,  and  until  the  mar 
jorily  of  the  stock  found  its  way  into  Wall  Street,  a  bond  of  the  Cen- 
tral Railroad  and  Banking  Company,  of  Georgia,  was  csonsidered  to  \n' 
as  a  bond  of  the  United  States. 
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The  banking  feature  of  the  ctorporation  has  not  been  eiwwiwd  fcr 
the  past  four  years,  but  all  its  obligations  were  folly  mi-t  bpforr  it 
oeiwed  to  exercise  that  privilege  of  its  ctiarter,  tbe  latter  having  b««j 
«xt49udeil  for  tliirty  years  by  Legislative  enactment  September,  23,  lS7t). 

An  interesting  feature  of  tlie  banking  history  of  Savannah,  dating 
from  April,  1848.  at  •which  time  it  was  the  banking  center  of  the  State. 
may  be  soon  by  the  following  :  Savannah,  with  a  population  of  13,573. 
of  whioli  7,250  were  white,  had  twentj'-four  bank  officers.  The  boakt 
then  doing  buiiines!)  in  the  city  were  : 

The  Bunk  of  tlie  State  of  Geo^gil^  capital  91,500,000,  of  which  the 
city  held  9750,000.  This  bnnk  had  branches  at  Augusta,  Eatontcn, 
Athonti,  Washington  and  Greenboro,  with  agencies  at  Macon  and  Gril- 
fln.  The  Planters'  Bank,  with  a  paid  np  capital  of  t535,4t>0.  The 
Marine  and  Fire  Insurance  Bank,  paid-up  capital  1^400,000.  It  bad  an 
agency  in  Macon.  The  Central  Railroad  and  Banking  Company  (i 
Georgia,  paid  up  capital  of  $2,549,166,  of  which  9205,000  was  appro 
pritited  for  ltai>kiug  purposes.  This  bank  had  a  branch  in  Vaoon  op 
to  imi,  when  the  branch  was  wound  up.  The  Saving  Institution  for 
Savings,  established  in  1844.  It  was  under  the  fostering  care  of  the 
Bank  of  tlie  Stat«  of  Georgia. 

For  the  ten  years  ending  May,  1848,  these  banks  declared  dividewli 
4U  follows : 

The  Bank  of  the  State  of  Georgia,  fifteen  semi-annual  dividends,  it 
hitermltted  two  in  1842,  one  in  1843  and  two  in  18 14.  The  average  per 
oentaiu  per  annum  for  seven  and  one-half  years  was  6.4;  the  whole  teo 
yean  averse  per  annum  4.8  percent.  For  the  twenty-one  yean  piwed- 
Ing  1838  the  average  annua)  dividends  were  seven  per  cent.  The  lose* 
of  thin  bauk  from  1838  to  1848  were  heavy,  hence  omiaaioos  of  diri- 
dends  in  1842,  1843  and  1844. 

The  Planters'  Bank,  without  intermusion.  declared  twenty  »eaii 
annual  dividend»i  of  four  per  cent,  except  in  1842  and  1S4H,  when  they 
wert>  but  three  per  cent. ;  in  1847  the  semi-annual  dividends  were  4S 
l>er  cent,  each ;  i  he  annual  average  for  ten  yean  was  7. 7  per  cent. 

The  Marine  and  Fire  Insurance  Bank  declared  nineteirn  seuii-aunuiU 
divid«'ud»,  interniitting  one  in  December,  1842.  The«e  divideudfi  were 
all  four  per  cent,  except  the  one  of  June,  184.S,  which  wn«  three  per 
oeut.    Thu  average  for  ten  years  was  7.5  per  cent,  per  annum. 

The  (Vntral  Railroad  and  Banking  Company  from  June,  II 
June,  IS^i'J.  averaged  dividends  of  nine  per  cent,  per  annum;  from 
cember,  183i>,  to  l)ecenjlH>r,  1840,  its  average  was  4.7  pi'r  cent.  OD 
and  rojtd  stock.     It  de<'lared  no  dividends  from  1841-17,  but  froia  Ji 
1848,  to  Decentbor,  1840.  a  poricKl  of  eigbt«en  uionths,  itB  annual  avW" 
age  diviijcnd  on  Iwnk  and  road  stock  wa^i  4'j  per  cent. 

In  1849  the  following  banks  were  In  active  exiKtouoo  in  ih«  8t«l» 

At  Augusta:  .Vut-'usui  and  Insurance  Banking  Co  •37S,Q0fl 

with  branch  at  Suviuinah;  (reorgiu  Ituilrond  and  K.>  •inpaaj, 
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pital  $375,000  ;  Branch  Bank  of  the  State  of  Oeor^  capital  iNSO,- 
;  Bank  of  Augusta,  capital  §650, 000;  Mec^hanics' Bank,  capital  fSOO,- 
and  the  Brunswick  Bank,  capital  ^200,000. 
At  Milledgeville:  Bank  of  Milledgeville. 

At  St.  Marys:  Bank  of  St.  Marya,  and  at  Savannah  the  banks  Just 
mentioned. 

"  In  18.51  there  were  twenty -three  banks  In  operation.    Not  only  amoni;;  them,  but 

fnong  the  first  tonr  banks  also,  KnspcDBions  of  apeoie  payment  wore  frotioent,  and 
ounth  the  law  inipow<l  a  penalty  for  the  suspension  to  the  extent  of  the  forfeiture  of 
o  charter  of  the  bank  suff[)cucling,  the  customary  and  ineTltubte  result  was  that  the 
igislature  le^alixed  su.ipeiision  and  relieve<l  the  baok  of  its  forfeiture.  Public  scn- 
nent  aeema  to  tutve  OTurwbcluUngty  justified  thecounic  of  the  banks."  * 


Dkstrijctivk  Results  of  thk  War. 


Between  the  years  1849  and  18B1,  few  of  the  banks  fell  by  the  way- 
side, but  the  cnicial  period  of  the  war  swept  all  of  them  away  with  two 
or  three  eiception.s.  The  failure  of  the  Confederate  States  to  secure  a 
place  in  the  constellation  of  nations,  the  loss  of  slave  property,  tlie  de- 
struction of  homes  and  property,  as  a  result  of  Sherman's  march 
through  Georgia,  the  repudiation  of  the  bills  emitted  by  the  State  and 
the  chartered  banks  of  the  State,  all  combined  to  luake  the  richer 
classes  poor  and  the  poorer  classes  poverty  stricken,  so  that  when  Sa- 
vannah had  capitulated  to  the  land  forces  of  Shennan,  which  had  de- 
vasted  the  interior,  supplies  had  to  be  issued  to  white  and  black ;  some 
masters  were  as  empty-handed  as  their  former  slaves. 

Under  snch  conditions  bank^f,  not  having  anything  tangible  to  lean 
open,  went  down  in  a  general  bankruptcy.  Confederate  bonds  as  col- 
lateral were  wortliless,  and  had  they  been  wortli  the  paper  upon  whioh 
they  were  printed,  it  would  have  made  no  difference;  the  Federal  offl- 
prs,  acting  under  orders,  took  possession  of  the  banks,  and  while  they 
feguarded  all  other  bank  property.  Confederate  money  and  Confed- 
erate bonds,  and  all  currency  or  collaterals  predicated  upon  Confederate 
i<xee»,  were  indiscriminately  given  to  the  flames.  Some  bank  officials 
I  Savannah  managed  to  escape  with  tht^ir  bank  assets  and  collaterals, 
jch  as  were  movable,  before  the  city  was  occupied,  to  be  captured  in 
le  interior  of  South  Carolina,  and  in  such  instances  what  little  specie, 
itimate  assets  and  deposits  as  were  found  were  returned,  but  no  pa- 
'^per  with  the  word  "Confederate"  on  it  was  ever  returned. 

It  is  related  by  Mr.  Augustu.s  Barie,  Cashier  of  the  Merchants  and 
'lanters'  Bank,  of  Savannah,  that  when  Sherman's  approach  became 
ingerousily  near  the  city,  what  httle  specie  the  bank  hiid,  all  the  collat- 
rola  and  special  trust  deposits  were  removed  from  the  city,  but  it  was  all 
iptured  by  the  Federals  at  Columbia,  8.  C.  Some  months  later  the 
ik's  effects  were  returned  to  Savannah.  Mr.  Barie  says  he  examined 
lie  packages  with  fear  and  trembling,  not  hoping  to  And  them  intaot. 


•  AddreM  of  John  K.  Ottley  before  Fifth  Annual  Con\-cntion  Gu.  Dkrs.  Assn. 
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Among  the  trast  deposits  the  English  Vice  CodsuI  had  flO.OOOof  1 
wliieb  he  liad  been  apprehensive  he  would  never  hear  from.  Ur.  Barit 
says  tilt'  package  had  been  opened  and  examined,  bat  not  otberwiae  di^ 
turbed,  and  he  had  the  pleasure  of  returning  the  secoritiee  tu  the  owiiw. 
Mr.  Barie  added,  ' '  when  I  discovered  tbi8 1  made  up  my  mind  that  wbat- 
ever  might  be  thought  and  said  in  general  of  the  Yankees,  some  of  them 
I  knew  were  honest." 

The  liability  clause  against  stockholders  in  banking  oorp 
making  all  liable  for  the  entire  indebtedness  of  the  corporatjim,  wm 
taken  advantage  of  by  a  few  shrewd  barguo-drivers  from  the  Eut 
The  bilb<  of  the  defaulting  banks  were  bought  up  at  prices  ranging  from 
three  to  eight  cents  on  the  dollar,  and  as  close  bargains  as  possible  wen 
driven,  but  in  most  oases  adjustments  were  had  by  oompromice;  in 
soui(>  lustattct^s  this  class  of  stockholders,  who  had  anything  to  transfer, 
mivnnge<l  to  (;:et  their  little  prt>perty  nut  of  their  hands. 

With  t^t'orgin's  ports  blocked,  her  youth  and  manhood  at  the  CroDt. 
with  coin  driven  from  the  countrj',  the  banks,  aa  a  role,  conducted  bj 
men  Uio  old  or  too  infirm  to  be  in  the  Qeld,  the  issue  of  paper  bills  and 
fnotional  currency  was  onirersally  resorted  to.  ]Sot  only  tJte  ehartertd 
banks  of  the  State,  but  the  State  itself  issued  currency  for  toaeh  d 
which  it  acivpted  Confederate  bonds.  Casliiers  were  worked  day  «n<l 
night  aignlug  bills  to  be  sent  on  to  the  Confederate  capital  in  excbangn 
for  bonds  of  tlie  Confederacy.  A  few  specimens  of  these  bills  are  In- 
troduced herewith.  The  banks  of  Augusta,  Macon,  Savannah,  and  Uu) 
State  of  Georgia,  from  Milledgeville,  emitted  bill«i.  all  the  banks  iMoinc 
a  fractional  currency. 

In  all  caM<6  the  bills  were  printed  on  plain  white  paper,  and  in  mu; 
inatancos  the  quality  of  the  piificr  and  oharaoter  of  the  printing  were 
maoh  Inferior  to  the  ordinary  drug  labels  of  t<Mlay.  Here  are  a  fi<«  ui 
theaunplefl: 

a  CKKTiriCiTH  or  Deposit.  a 

THE  AUGUSTA  8A%T>JlJ8  BANK. 

Tlnu  A  Rust  has  deposited  la  chU  Bank  TWO  DOLLARS.  piijr«Me  bi  i 
ConAsdente  notes. 

Auomrx,  Oa.,  Dec.  9th,  IMl. 
W.  W.  Cft,  Trmt.  H.  H.  Hic^k^as,  Atrf. 

ha. 

Mbchavics'  Baxk  wtU  pay  tbe  boarcr  on  dcnand  rnrrr  Ount^ 
to.       Aogoata,  Qa.,  Jan.  Ut.  ISOB.  T.  B.  Bisiior,  (or  Oiafcr. 


8TATK  OP  OKOaoiA. 

No.  eiL  MUMO,  Oi^_ 

Tills ocrtiflM  that  tbv* hat  \mn <ta|XNlt«(t  In  tb«  Ovoqla  8avta«i  Baak,l~ 
UHh,  IWV,  la  OoaMmateTnamnr  Notcw,  U»  Douar. payahia  to  (bvbcuwl 
option  of  th«'  bank  In  Confrdentv  Theamry  or  cormt  bank  ootas. 

K.  W.  C'l-aauws,  UmAt.  J.  C  IUast,  iViA 
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80.  BANK  OF  SAVANNAH  50. 

Win  pay  50  cents  to  bearer  on  demand. 

Bedeemable  in  soms  of  $5  and  upwards.    Savannah,  6a.,  Jannarjr  let,  1802. 

W.  B.  TiNBLKT,  Cathier. 

Thk  Cbwtbai.  Railboad  &  Banking  Co.  of  Gkoboia  will  pay  the  bearer  Two 
DoiXABS  in  Confederate  Treasury  Notes,  when  presented  in  sums  of  Five  Dollars 
and  upwards. 

Savahkah,  December  10, 1861.  Jno.  R.  Wildbb,  for  CaMer. 

ONE  THE  BANK  OF  THE  STATE  OF  GEORGIA  ONE 

Aclmowledges  to  owe  One  Dollar  to  the  bearer,  redeemable  in  Confederate  Treas- 
ury Notes,  when  presented  in  sums  of  Five  Dollars  and  upwards. 

Satanmah,  May  12, 1861.  W.  Ccmhimo,  OcuhUr. 

And  here  are  presented  four  specimens  of  differently  worded  bills 
issaed  by  the  State,  from  the  then  capital  of  Georgia,  Miliedgeville,  cur- 
rency issned  in  1862, 1863  and  1864 : 

MnuUtDOBTnxB,  Ga.,  January  15, 1863. 

Z  Receivable  in  payment  of  all  dues  to  the  State 

and  to  the  Western  &  Atlantic  Railroad.  X 

No.  4427. 
THE  STATE  OF  GEORGIA 
Will  pay  bearer  Ten  Dollars,  redeemable  in  eight  per  cent.  State  Bonds  or  specie, 
six  monttis  after  a  treaty  of  peace,  or  when  the  banks  of  Savannah  and  Aug^nsta  re- 
sume specie  payment,  if  before  ttiat  time. 

P.  Thwbatt,  Compr.  Otnl.  Jno.  Jonbs,  Treatr. 

No.  7306  MiLLEDOEViLLE,  Jan.  1st,  1863. 

$1. 

The  State  of  Georgia  will  pay  the  bearer  One  Dollar  at  the  Treasury,  in  Confed- 
erate Treasury  Notes  when  presented  in  sums  of  Five  Dollars  and  upwards. 

J.  M.  Reals,  for  Comp.  Oeni.  S.  J.  Howakd./ot  Treas. 

MiLLXDOETiLLB,  Ga.,  February  1st,  1863. 

10  Receivable  in  payment  of  all  dues  to  the  State, 

and  to  the  Western  &  Atlantic  Raihx>ad.  10 

No.  7306. 
THE  STATE  OF  GEORGIA 
Will  pay  bearer  One  Hundred  Dollars  in  specie  or  six  per  cent,  bonds  of  this  State 
six  months  after  a  treaty  of  Peace  shall  have  been  ratified  between  the  United  States 
and  the  Confederate  States. 

T.  J.  Bloodworth,  for  Compr.  Oeni.  Jno.  Jones,  Trta$. 

Hnj.BDOEVii.LE,  April  6th,  1861. 

THE  STATE  OF  GEORGIA 

Will  pay  the  bearer  Twenty  Dollars  at  her  Treasury  on  the  35th  day  of  December 
next,  in  Confederate  Treasury  Notes,  issued  after  the  Ist  of  April,  1864 ;  if  presented 
within  three  months  after  maturity,  otherwise  not  redeemable  exct^t  in  payment  of 
public  dues. 

T.  D.  TiNSLBT, /or  Compr.  Oeni.  R.  J.  McCabnt,  for  Tretuurer. 

This  last  series  was  issued  in  denominations  of  1,  3,  8,  4,  5,  10  and 
20  dollam. 
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All  this  currency  issued  by  the  State  was  repudiated  by  act  of  the 
Le^slatiire,  the  justice  of  which  Action  has  always  been  qaeationed. 
The  writer  was  ehown,  while  collectlug  data  for  tliis  review,  a  pocka^ 
containing  ?10. 000  of  tlxis  State  currency,  for  which  the  owner  bud  paid 
fifty  per  cent,  premium,  and  lie  said  that  he  had  never  opened  the  jiack- 
age  since  he  purchased  it  until  the  day  he  exhibited  it  to  the  writ<T. 
That  package  wa«  the  result  of  his  earnings  for  nearly  a  lifetime,  and 
yet  when  the  war  closed  it  was  not  worth  the  price  of  n  meal,  and  wot 
less  a^  it  waB,  it  would  have  been  destroyed  had  it  fallen  into  the  hand 
of  Federal  amiy  oflBcers. 

The  banks  in  Georgia  that  weathered  the  war  can  be  counted  cmtlj« 
fingers  of  one  hand  without  exhausting  all  the  ftjigers.  Aiucm^'  th 
Augusta  banks  the  Georgia  Railroad  and  Banking  Company  sunive 
in  Savannah  the  Central  Railroad  and  Banking  Company,  of  Ge 
lived  on;  the  Marine  Bank  of  Savannah  paid  its  bills,  but  it  may  be* 
said,  not  uncharitably,  of  it,  that  it  held  conservatism  parauiouiit  to 
sectional  loyalty,  for  while  other  local  bants  freely  exchanged  thw 
bills  of  credit  witli  the  Confederate  States  for  bonds,  in  some  instaiioei 
as  rapidly  as  Cashiers,  writing  day  and  night,  could  sign  their  iiaiii(«, 
the  Marine  Bank  was  more  cautious  and  did  not  overworit  its 
force  to  advance  Confederate  intereets. 

With  peace  and  the  rehabilitation  of  the  State  govern nr 
the  ports  of  Savannah  and  Brunswick  opened  again  to  u 
eoniiuerce,  and  with  the  resumption  of  interior  and  iDter-8tat«  i 
communications,  Georgia  began  to  rapidly  recuperate  from  her  OT 
vated  condition.     New  life  was  infused  into  railroad  oonstructlon  \ 
traffic,  and  with  the  revival  of  work  on  the  cotton  plantatiouR,  Lti  t\ 
turpentine  forests,  and  in  the  lumber  industry,  capital  was  attracted  I 
the  State,  and  banking  on  a  sounder  tMisis  took  the  place  of  the  wild 
practices  in  the  days  when  every  bank  Cashier  could  inflate  the  currrn 
at  a  nod  from  the  board  of  directors.     The  Federal  law  imposing  a  tta 
per  cent,  tax  on  bills,  except  those  issued  by  National  bauJu^ 
plished  what  the  State  could  not  accomplish,  although  the  tax  laid  I 
the  latter  was  double.     No  bank  in  Georgia  has  felt  brave  enoogli,  cv 
If  it  desired,  to  issue  bills  of  credit,  and  one  of  the  results  is  that 
chartered  banks  of  Georgia  rank  high  for  their  conservative  coodaeC* 
banking  affairs,  failures  being  very  rare  among  tliem. 

Restoration  of  Prosperitt  to  thk  E^atk. 

Since  the  war,  with  a  development  of  the  field,  the  fanuft, 
quarry  and  the  mine,  Atlanta,  scarcely  known  before  the  war,  and  I 
a  factor  in  the  banking  history  of  tlie  State  prior  to  the  war,  la  now  ( 
capital  of  the  State,  a  railroad  center,  the  most  p<>iiiil<iuHcityof  Georjfi'- 
and  the  principal  banking  metropolis  of  the  Btate.  the  paid  upcai>»»«^ 
of  her  banking  inKtitutions  having  passed  the  tlirm*  million  niariu  < 
nearly  onefiftb  of  the  paid-up  capital  employed  tn  tlie  entire  Mti 
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The  deposits  of  the  Atlanta  banks  aggregate  nine  million  clollara,  or 
note  than  one-fourth  nf  the  amount  of  deposits  iu  all  the  banks  of 


ivannah,  whose  banking  capital  was  almost  wiped  oat  by  the  war, 
t^njes  next  with  «  banking  capital  of  nearly  two  and  three-quarter 
millions,  and  deposits  aggregating  eight  million  dollars. 

Augusta  with  nearly  one  million  dollars  eapital,  and  four  million  of 
sposits;  Maeou  with  a  capital  of  overone  and  a  half  millions  and  three 
millions  of  deposits:  Columbus  banks  have  a  paid-up  capital  of  over 

Iilf  a  million  and  over  a  million  and  a  quarter  of  deposits,  while  in  the 
hriving  cities  and  towns  of  the  State  outside  of  the  five  principal  cities 
mentioned,  are  prosperous  Iwinks  with  ctipital  ranging  from  twenty-flve 
thousand  to  one  hundred  and  fifty  thousand  dollars,  and  in  the  aggre- 
gate with  over  seven  million  paid-up  capital  and  deposits  approximating 
nine  null  ions  more. 

Of  the  227  bank^  doing  busiuesa  in  Georgia,  but  twenty-six  are  Nsr 
ional  banks,  eighteen  are  Savings  institutions,  the  remaining  183  being 
jcorporated  banks  or  private  bankers.     The  entire  paid-up  capita]  of 
lese  banks  is  in  the  aggregate  $16,000,000  with  deposits  aggregating 
1,000,000. 

The  safeguards  thrown  around  the  chartered  banks  are  such  as  to 
luce  failures  to  the  minimum.  The  laws  governing  banks  In  Cieorgia 
Imre  so  modelled  as  to  invite  greater  confidence  in  them.  Some  of  the 
later  and  better  features  of  the  laws  governing  banking  institutions  in 
Georgia  are  due  to  the  vigilance  displayed,  and  the  active  interest  taken 
m  the  matter,  by  the  Georgia  Bankers'  Association  through  its  executive 
coancU.  The  founder  of  the  Georgia  Bankers'  Association  is  Mr.  Mills 
B.  Lane,  Vice-President  of  the  Citizens'  Bank  of  Savannah.  The 
Bankers'  Association  was  organized  at  Macon,  September  14,  1893,  with 
ninety-six  banks  represented.  M.  B.  Lane  was  chosen  President,  J.  W. 
Cabaniss,  President  of  the  Exchange  Bank  i>f  Mucon,  Treasurer,  and 
L.  P.  Hillyer,  Cashier  of  the  American  Natiomil  Bankut  Macon,  Secre- 
tary. Mr.  Uillyer  hais  been  re-elected  at  each  succeeding  meeting  of  the 
association,  which  convenes  annually. 

The  Bankers'  Association,  at  its  inception,  took  strong  ground  for 
the  repeal  of  the  Sherman  silver  law,  and  has  since  been  undeviating 
in  its  support  of  sound  money,  and  in  its  adv(.>cacy  of  such  legislation, 
rederal  and  State,  as  would  best  contribute  tothe  stability  of  the  banks 
id  the  security  of  creditors.  It  has  all  along  favored  the  rep«'al  of  the 
per  cent,  tax  on  the  circulation  of  State  banks  when  strengthenetl 
iy  such  legislation  as  will  nuike  their  currency  as  savfo  as  the  National 
Ijbank  currency.  This  association  bait  increased  its  memt>er!-hip  until  at 
3e  annual  meeting,  which  was  held  at  Warm  Springs,  in  June,  1899, 
.  active  membership  comprised  130  banks. 
The  Ave  prim-ipal  banking  cities  of  the  State  are  represented  by 
clearing-houses  at  Atlanta,  Savnnnali.  Macon,  Aiigustai  and  Columbus. 
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StJHMARV   OP  TRK  ObORGIA  B&STKDro   LaW& 

Some  of  the  prmcipal  features  governing  banking  in  Qeofgl>  aaf  be 

thua  briefly  suuiiuarized  : 

In  the  absence  of  a  contract  seven  per  cent,  u  the  legal  InteraA,  I 
eight  per  cent,  may  be  named  in  a  contract ;  the  exee^  <rf     _ 
forfeited.     There  is  no  "  market  overt "  in  Georgia. 

Ttiree  days  of  grace  is  in  force,  and  it  lias  not  been  CboD)^ 
able  to  press  upon  pa^  Legislatures  a  bil]  looking  to  the  repeal  of  mat. 

Banks  arc  limited  to  a  premium  of  one  per  cent,  oo  excbaoge  mU. 

Cbartem  for  banking  institutions  are  obtained  bv  application  to  tit* 
Secretary  of  State,  fee  $50  ;  amending  charter,  fee  tSS  ;  renewal  of 
charter,  fee  ijflOO.  Tlie  life  of  a  charter  is  tliirty  yean  with  tigbl  of 
renewal  for  thirty  years. 

Nut  less  thou  950.0<J0of  capital,  in  shares  of  (100,  mast  be  enbwibei 
In  good  faith;  not  less  thtm  twenty  per  cent,  must  be  actoaUy  paM  b 
before  applying  for  a  charter,  aiid  in  no  case  less  than  $25,000  luiut  be 
paid  in  cash  before  filing  a  declaration.  Individual  liability  npoo  aloek- 
holdem  over  nnd  beyond  the  par  value  of  original  stock  held  equal  In 
amount  to  the  face  value  of  the  said  stock.  Constitutional  praUbt- 
tion  n^inst  purchasing  stock  in  competing  corporations. 

Loans  to  officers  and  directors  in  the  aggregate  must  not  esoeol 
twenty -five  per  cent,  of  the  capital  .<<tock,  and  not  to  exceed  ten  percent 
of  the  capital  stock  can  be  loaned  to  any  one  officer  or  director,  nor  may 
a  bank  loan  any  of  its  fund:!  to  any  person  on  the  endorsement  of  oxt;  of 
Its  officers  or  its  <llrector8. 

The  issue  of  bills  of  credit  is  authorized  under  strict  proi 
under  the  supiervision  of  a  commission  composed  of  the  Governor,  th* 
Comptroller-tieneral  and  the  Treasurer  of  the  State,  the  engraving  br 
ing  under  the  direction  of  the  commission,  and  the  bills  signed  by  tht 
Comptroller-General.  The  issue  of  these  bills  is  linnted  to  one  aiMlont^ 
third  times  the  capital  stock.  To  secure  the  redemption  of  this  cor- 
rency,  one-half  of  the  capital  etot^k  in  specie  or  Federal  currency  i»  re- 
quired to  be  held  as  reserve,  and  the  other  half  of  the  stuck  must  be 
deposited  with  the  State  in  the  shape  of  Government,  State,  rounty 
and  municipal  bonds,  not  below  par,  one-half  of  t-be  deposit  to  be  rep- 
resented by  Quveniment  or  valid  State  bonds.  Examiiuitians  and 
published  statemeiits  of  chartered  banks  are  pro\ided  for. 

Bank  gtookB,  and  not  their  capital,  are  taxable ;  the  stock  is  taxed 
in  the  hands  of  shareholders  (and  this  includes  National  baxilu),  Caib- 
lent  being  required  to  list  and  pay  the  same.  The  property  uf 
taxed  direct.  A  State  tax  of  ten  dollars  is  levied  on  bank 
but  county  and  municipal  authorities  ore  prohibited  frotn  levyitif 
additional  tax  or  professional  licimse  on  them. 

HtcK^kholdors  who  have  tran.«ferred  their  stock  six  months  priori 
Itank's  failun*  are  reUeved  from  liability. 
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An  incorporated  manufacturing  or  mining  company,  owning  prop- 
erty to  the  value  of  925,000  over  and  beyond  its  liens  or  secured  debts, 
may  be  given  authority  to  do  a  Savings  bank  business,  but  not  a  gen- 
eral banking  or  discount  business;  depositors  are  limited  to  f  1,000  in 
their  account  and  a  minimum  deposit  is  ten  cents.  Depositors  are 
allowed  to  withdraw  on  notice  of  not  less  than  three  months.  Mar- 
ried women  and  minors  are  allowed  to  deposit  in  the  Savings  banks  of 
Georgia,  and  their  deposits  are  not  subject  to  the  control  of  husband, 
parents,  guardian  or  trustee,  but  may  be  withdrawn  by  such  wife  and 
minor.  No  further  deposits  are  permitted  when  their  sum  equals  the 
value  of  property  beyond  secured  debts  on  the  date  the  deposit  la  offered. 

^xUe  Banks. 


TBAU. 

41 

38 
39 
23 
18 
34 
18 
1 
8 
21 
26 
61 
41 

Loam  and 
dteeoimto. 

apeeU. 

Capital  $tock. 

CirtvlatUm. 

1836 

$7,714,861 
18.788,221 
6,649,232 
11,286,342 
16,768,403 
12,046,178 

$1,781,836 
1.800.694 
1,104.236 
1.938.612 
1,966,966 
1,631,997 

$6,783,308 
16,098,694 

8,970,789 

13,060,198 

11,608.717 

10,367.200 

300,000 

766,700 

2,634,776 
10,296,840 

6,961,696 

3,926,900 

$8,694,329 
6,618,822 
2,471,264 
9,820,874 

10.092,809 
6,040,776 

$1,014,674 
1,986.418 
1,818,266 
2.414,794 
3,626,266 
2,764,407 

1840 

1846 

1861 

1866 

1861 

1860 

1876 

1,000,138 
6,889,301 
9,864,984 
12,130,226 
8,786,980 

820,177 
4,634  638 

1881 

1887 

6,392,996 
8,380,370 

1892 

1897 

6,389,932 

NatioTwl  Banks. 
Figures  are  in  thousands  of  dollars. 


TKABS. 

^1 

Zoani 
and  dit- 
eounU. 

17.5. 
bondt. 

Caih  and 
cathitenu. 

Capital. 

Surplut. 

Undi- 

Tided 

proflU. 

OitU 
Itanding 

tion. 

Indi- 
vidual 
depotitt. 

1866 

1870 

1876 

1880 

1886 

1890 

1896. 

1898 

1 
8 
12 
13 
16 
80 
29 
29 

$97 
2,604 
3,108 
3,692 
6,383 
10,724 
8,147 
9,071 

$40 
1,646 
2,161 
2,323 
1.902 
1.068 
1,231 
1,661 

$219 
1.067 
1,071 

862 
1.226 
1,199 

822 
1,374 

$100 
1.816 
2,663 
2,221 
2,472 
3,906 
3,616 
3,916 

$239 

469 

433 

813 

1,164 

1,037 

1,312 

$16 
295 
261 
180 
337 
796 
776 
760 

$1,148 
1,736 
1,940 
1,571 
822 
925 
1,036 

$360 
1.683 
1.667 
2,013 
3,336 
6,386 
5.698 
7.888 

586  mBTORY  OF  BANSUfO. 

The  L^ilBlatare  in  1898  passed  a  law  providing  tat  a  oommianaD 
composed  of  two  bankers,  one  Senator  and  two  B^HesentatiTes  to  re- 
vise tlie  banking  laws  of  Georgia,  and  report  the  best  system  for  regu- 
lating the  business  of  banking  in  the  State.  In  view  of  this  aetion, 
farther  amendatory  legislation  may  be  looked  for  along  safe  and  con- 
servative lines. 


FLORIDA. 


Florida  was  a  part  of  the  Louisiana  purchase.  The  act  of  CoDgieB 
of  March  30, 1822,  established  the  Territorial  Government.  It  was  not 
admitted  to  the  Union  as  a  State  until  1846.  During  its  ezisteooe  as  a 
Territory  Florida  had  a  banking  experience  which,  in  excitement  and 
interest,  is  unrivalled  by  that  of  few  of  the  States  and  Tenitariea  Up 
to  1888  several  banks  had  been  chartered  by  the  Territorial  Legialatare^ 
including  the  Bank  of  Florida,  the  Central  Bank  (which  saooeeded  the 
former  institution),  the  Bank  of  West  Florida,  Merchants  and  Plantenf 
Bank,  of  Magnolia,  the  Commercial  Bank,  the  Bank  of  Pensaocda  and 
the  Union  Bank  of  Florida.  All  of  these  seem  to  have  reorived  some  aid 
and  assistance  from  the  Territory — ^the  Bank  of  Pensaoola  to  the  amonnt 
of  1500,000  in  bonds  guaranteed  by  the  Territory,  the  Soathem  lifs 
Insurance  and  Trust  Company  (chartered  in  188S),  to  the  amount  of 
400  certificates  of  f  1,000  each,  and  the  Union  Bank  bonds  amounting 
to  three  millions  of  dollars. 

Plan  on  Which  thb  Banks  Webb  Oroanizbd. 

The  scheme  of  all  these  banks  appears  to  have  been  similar  to  that 
adopted  in  many  of  the  Southern  States  at  this  period.  The  cafstal 
fixed  at  a  certain  amount,  divided  into  shares  usually  of  flOO  each,  was 
to  be  offered  to  the  people  generally  for  subscriptions.  These  subscrip- 
tions were  to  be  paid,  a  small  portion  in  cash,  which  might  or  mi^t 
not  be  called  for  by  the  directors,  the  remainder  in  mprtgages  on  real 
estate  and  negroes — the  security  being  supposed  to  be  worth  double  the 
amount  of  the  mortgage — the  interest  on  these  mortgages  to  form  a  per- 
manent income  to  the  bank.  On  the  strength  of  this  security,  the  Ter- 
ritory or  State  was  to  advance  its  credit  to  the  l>ank  in  the  shape  <A 
bonds  guaranteed  by  the  Territory  or  State,  the  bank  assuming  the  pay- 
ment of  the  principal  and  interest  of  such  lx>nds.  The  proceeds  of  the 
bonds  were  the  available  means  of  the  bank,  and  the  theory  appears  to 
have  been  that  a  large  portion  of  these  proceeds  was  to  be  loaned  to 
the  stockholders  on  the  security  of  their  stock,  to  enable  them  to  im- 
prove their  lands  and  to  raise  such  crops  as  would  allow  them  to  pay 
the  interest  on  their  mortgages,  and  thus  afford  tho  bank  means  of  pay- 
ing the  interest  on  the  debt  as  it  cauie  due,  and  of  creating  a  winking 
fund  for  the  payment  of  the  principal  at  the  maturity  of  the  bonds. 
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The  iiistory  of  this  kind  of  banking  iii  Louisiana,  Mississippi,  Flor- 
ida and  other  Stat«a  seeiuB  to  show  that  while  the  plan  was  plausible 
and  theoretically  safe,  most  of  tlioae  who  were  engaf^ed  in  carrying  it 
out  htid  tlieir  own  individnal  interests  in  \iew  or  were  ignorant  and 
[jJUess  in  regard  to  banking  principles.  The  etoek  was  never  fairly 
ibntod,  the  real  estate  security  offered  was  never  fairly  appi'aLsed. 
FaTorit«8  were  awarded  large  amounts  of  stock  for  which  mortgages  on 
doubtful  property  were  accepted.  The  bonds  issued  by  the  State  were 
dispoeed  of  without  regard  to  legal  requirements,  and  the  money  re- 
vived loaned  to  those  who  hat!  received  the  stock  without  reserving 
Icient  to  form  a  reserve  to  protect  the  credit  of  the  bank  from  imme- 
diate demands.  One  radical  defect  was  the  connection  of  what  was 
really  a  system  for  using  the  State  and  Territorial  credit  to  make  loans 
on  long  time  to  its  citizens  to  enable  them  to  improve  tlieir  real  estate 
with  a  system  of  banks  for  issuing  circulating  notes.  Tlie  bonds  issued 
were  on  long  credit,  and  the  interest  on  the  loans  on  real  estate.  If  they 
had  been  judiciously  made  and  the  amonnts  received  been  judiciously 
jttsed  by  the  Receivers  would,  perhaps,  have  prt>vided  for  the  bonds; 
it  the  issues  of  paper  money  by  the  same  institution  could  only  be 
led  on  tiie  same  security  already  given  for  former  loans,  aa  almost 
ail  the  real  estate  of  any  value  was  mortgaged  for  stock  and  involved 
ae  Ijanks  in  speculations  and  wjnsequent  losses  beyond  their  power  to 
aeet.  It  was  found,  too,  that  these  laona  so  eaaily  obt.^ned  were  gen- 
ly  regarded  as  gifts,  and  the  borrowers  did  not,  as  a  rule,  bring  their 
otton  and  other  products  to  the  banks,  but  sold  them  to  outside  mer- 
its, neglecting  thus  to  pay  their  interest. 

Thk  Union  Baxk  of  Flokida. 

The  history  of  the  Union  Bank  of  Florida,  the  largest  of  the  insti- 
itions  in  that  Territory,  which  have  already  been  named,  illustrates 
the  foregoing  points.  It  was  chartered  by  an  act  of  the  <ioveTnor  and 
egislative  Council  of  the  Territory  of  Florida,  wliich  became  a  law  on 
ebruary  12,  1833 — about  ten  years  after  the  organization  of  the  Ter- 
ary.  It  was  to  have  a  capital  of  fl. 000,000,  with  the  privilege  of  in- 
to t3, 000, 000.  Commissioners  were  to  be  appointed  to  receive 
subscriptione  and,  when  3,000  shares  of  $100  each  were  suliseribed  the 
Oovemor  waa  to  appoint  twelve  directors,  to  remain  ui  otflee  until  Feb- 
ruary 1,  1834,  after  which  date  seven  directors  were  to  be  annually 
by  the  stockholders,  and  the  n>maining  fl  ve  were  to  be  appoint«»d 
■  the  Governor.  The  subscribers  were  not  to  pay  any  part  of  their 
in  money,  but  to  secure  their  subscriptions  by  bonds  and  mort- 
on  real  estate  and  property  which  was  to  be  worth  twice  tlie 
lount  for  which  it  was  pledged.  The  bank  was  to  borrow  its  whole 
tpital.  and  to  enable  it  to  do  so  bonds  were  to  be  issued  to  the  bank 
aed  by  the  Governor,  for  the  payment  of  which,  principal  and  inter- 
ijtJie  faith  of  the  Territory  was  pledged.     The  bank,  however,  was 
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to  pay  the  interest  and  principal  ob  it  came  dae,  and  no  provision  fortber 
than  pledging  the  faith  of  the  Territory  vraa  made  for  their  payment  in 
the  event  of  the  bank  failing  to  pay ;  but  all  tJie  profits  of  the  bank  woe 
to  be  applied  to  the  payment,  and  after  they  were  all  paid  then  one-baU 
of  tho  surplus  profits  was  to  belong  to  the  Territory.  Books  of  sab- 
sitription  for  the  stock  were  to  be  opened  at  Tallahassee,  Pensacola,  8t 
Augustine,  Jackson\'ille,  Marianna  and  Key  West,  but  wen?  only  opened 
At  Tallobussee,  Pea8a(!ola  and  Mariaiuta.  Tbt»  subscription  ( 
on  April  10,  1883,  and  the  books  were  closed  January  22,  1635. 
thousand  four  hundred  and  eighty-flve  shares  were  subscribed  bf  1 
Individuals,  and  9, 177  shares  were  allotted  to  ninety-four  sabMribeta 
The  board  of  directors  was  appointed  when  3,000  shares  bad  been  mb- 
■oribed.  John  G.  Gamble,  of  Tallaliassee,  became  Pretudmk  of  tbf 
bonk,  and  was  ohietly  instrumental  in  its  organization.  His  ka, 
Mnjor  Robt>rt  <.*amble,  now  residing  at  Tallaliassee,  oontribuU<s  tlw 
following  interesting  account  of  the  plan  of  organization : 

"  Tl«<  IhjuixI  of  illivt'tors  was  aathorised  to  issae  bonds,  to  be  (i^uanintoed  by  tfc* 
Tcrrttor)-,  to  tbo  nmount  of  threo  nitUion  dollan.  The  sulwcribcrs  to  llic  stock  t 
inootly  ]>1»i<ti'rs,  who  were  penuittoi  to  secare  tbeirmibecriptious  by  mortgl^wi 
tbtrlr  litnils  iviul  elavtrs,  and  to  withdraw  tii  the  batik's  paper  corrency  a  earn 
two-thfivt*  nf  tho  appntiscd  ralne  of  the  mortgagod  property,  paying  tiifrrfor  tnt«- 
Mt  aa  QtM^ti  a  loan  at  tho  rate  of  eight  per  cent,  per  annum.  The  expectation  «ii 
that  two  tH>r  ix'iit.  of  this  interest  bestowed  in  a  sinking  fund  would,  by  the  time  tb* 
ctMUUv  sb<>uM  expire,  extiognkb  the  loans.  Tlie  bonds  having  been  issued  and  Is- 
dorstM.  in  1890  rrvtsldent  Gamble  went  to  Europe  to  place  them,  readily  dJaptMinrDf 
oiM>  million.  During  his  absence  the  board  of  dlrnctors,  assuming  that  bs  irooU 
bavn  uo  tliniculiv  la  dispoatngof  the  remainder  of  the  iMnds,  Issued  thi;  papvoflkt 
bank  vo  tar  tK<yond  Its  realised  capital  as  to  alann  the  purchasers  of  the  bi 
nut  fttitbaraalas  thereof  attd  impair  the  credit  of  the  In.atitution  at  hotne. 
pnclatioit  of  th«  bank's  paper  etukbkxl  the  •tockhoMera  to  cam- el  their  < 
to  the  b«iik  aud  release  their  mortgaged  property  Without  great  loos,  aadtbe  hlM  Ml 
chU'fly  upon  the  bond  holders." 

In  April,  1834.  the  bftnk  received  360  bonds  of  $1,000  tmeh  bam 
(tovmior  WlUUuu  P.  Davall,  and  in  the  following  September  cuntracifd 
with  parties  in  New  York  to  dispose  of  l.iXHl  bonds  of  the  Territory  of 
FUtrida.  The  retoaining  r40  bonds  necessary  to  make  up  tlie  amount 
were  obtained  from  Governor  Eaton  on  February  10,  1835.  Tb«s" 
bonds  beeanio  due  the  flrst  quarter,  in  January  1, 18fi8,  and  the  raiualih 
ItiK  qiutflers  on  January  1,  I860.  1862  and  1H64,  respectively.  A  oapllal 
of  #1.000,000  being  thus  obtained  the  bank  ooiiimenced  boflioea  oo 
January  16,  1835.  Hy  January  2.  1836.  the  retnm  niaile  totheLifti» 
laturo  aliow(Hl  linbilities  amounting  to  91.73B,605,  rif  wbieh  ISSS.II' 
ym»  for  clr«*ulMtingnotr«  issued.  Tlieir  loans  shuwml  $S80.838  lousd 
oo  stixik.  Tho  eommittee  of  the  Le^slatnre,  veportiiiff  on  the  bank  In 
1840,  SMys: 

■'  11it>  lUanw  imaMlcd  that  tin>-thtnls  of  th«  maaay  tanwsMl  by  lbs  als  aC 

>llil»  atioiiM  (m  kiaiUMl  on  kinir  tnordta^w  ti"!  (lir  jiUliM^ljiira  wli>i  liadtakiM  Vptt* 
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shares  and  given  their  property  as  secority  or  pledge  for  the  payment  of  the  bonds 
irben  doe,  and  that  the  remaining  third  shonld  remain  in  bank  to  perform  a  legiti- 
mate banking  business.  The  snm  borrowed  (11,000,000)  properly  distributed  and 
prudently  managed  was  at  the  time  quite  sufBcient  to  have  relieved  the  planting  in- 
terest from  pressing  embarrassment  and  to  have  performed  all  the  purposes  reason- 
ably required  by  merchants.  Regardless  of  these  considerations  and  all  principlee 
at  prudence  and  sound  policy,  the  Union  Bank,  with  an  apparently  singpilar  impa- 
ttenoe,  not  only  distributed  its  borrowed  capital  among  stockholders  and  others  upon 
terms  which  precluded  its  being  repaid  within  any  reasonable  time,  but  it  also  ex- 
tended these  imprudent  loans  upon  the  capital  based  upon  circulation  and  deposits." 

Condition  op  thk  Bank  in  1837. 

The  bank  had  in  1887  (110,000  ca^h  means  to  meet  1675,704  of  hn- 
mediate  liabilities.  The  act  of  incorporation  provided  that  at  any  time 
after  the  bank  had  been  in  operation  one  year  the  capital  might  be  in- 
ereased  to  fS,  000, 000  and  additional  bonds  to  an  equal  amount  obtained 
from  the  Territory.  Books  were  opened  in  October,  1837,  for  the  new 
snbscriptions.  There  was  no  difficulty  in  obtaining  them.  At  the  time 
of  the  first  subscription  there  was  some  doubt  about  the  bank's  obtain- 
ing capital,  and  the  people  were  indifferent.  The  idea  of  a  bank  founded 
on  borrowed  capital  had  before  been  ill  understood ;  now  it  was  per- 
fectly comprehensible.  The  charter  of  the  bank  was  an  Eldorado;  it 
anthorized  a  further  issue  of  92,000,000  in  bonds.  The  first  1,000  bonds 
had  been  readily,  spontaneously,  unexpectedly  converted  into  money, 
(xrald  there  be  any  doubts  as  to  the  sale  of  the  rest  ?  Between  October 
and  February  404  persons  had  subscribed  their  names  for  shares  in  va- 
rious amounts  aggregating,  instead  of  two,  eight  millions  of  dollars. 
Out  of  19,812  new  shares  allotted  at  this  time,  eighty-eight  old  share- 
holders, then  holding  8,897  of  the  10,000  old  shares,  received  17,156. 
On  January  1, 1838,  Governor  R.  K.  CaU  executed  2,000  bonds  of  |1,000 
each,  which  were  deUvered  to  the  bank  in  March.  When,  aiterwards, 
an  inquiry  was  made  as  to  the  manner  in  which  the  seal  of  the  Terri- 
tory was  attached  to  these  bonds,  John  P.  Duvall,  Secretary  of  the  Ter- 
ritory, who  was  supposed  to  have  custody  of  the  seal,  made  affidavit 
that  he  did  not  affix  such  seal,  but  that  on  entering  his  office  one  morn- 
ing he  observed  a  number  of  circular  pieces  of  paper  on  the  fioor  and, 
on  inquiry,  found  that  his  office  had  been  occupied  by  the  Ckivemor 
and  others  until  one  or  two  o'clock  at  night  executing  the  bonds,  and 
that  to  prevent  the  seal  being  in  his  custody  the  Governor  gave  orders 
to  his  private  secretary  to  lock  up  the  seal.  The  bonds  were  known  as 
Caith  bonds  and  *  were  to  be  sold  at  not  less  than  par.  There  was  much 
dispute  as  to  what  was  meant  by  par — one  party  contending  that  it 
meant  specie  in  New  York  and  the  other  (the  bank)  that  it  meant  par 
in  Tallahassee.  The  President  of  the  bank  was  made  agent  for  the  sale 
of  the  bonds  and  visited  various  points  in  Europe  where  he  disposed  of 
1,280  of  the  bonds  and  realized  $1,374,901  in  Florida  bank  paper.  Siz- 
*  Affidavit  of  John  P.  Duvall,  February  1, 18tt. 
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t^en  more  bonds  were  sold,  and  the  remaining  704  were  left  oo  mIc  bat 
were  never  directly  sold,  being  at  length  hypothccuted  for  debts  < 
bank.     The  money  thus  secured  was  loaned  on  stock  and  to 
holders,  it  being  claimed  that  great  favoritism  was  shown.     O&Jaao- 
ary  1,  1840.  the  loans  on  stock  aggregated  61,830,642. 

ISTBRVKNTIOS   OK  TRK   FbDBHAI,  GO^^CRl!OreBT. 

In  1839  and  1840  the  banking  operations  of  the  institutioas  eluv- 
tered  by  the  Territory  attracted  the  attention  of  the  Govenunent  of 
the  United  States,  and  the  President  referred  to  the  question  o(  llw 
legal  right  of  a  Territory  to  charter  a  banking  corporation  io  his  vu» 
sage  to  Congress.  On  December  30,  1839,  the  United  States  S^^tuOf 
passed  a  resolution  requesting  the  President  to  obtain  from  thf  auiburi 
ties  of  tlie  Territory  information  about  the  issue  of  Territx>rial  l»ood» 
and  incorporations.  In  his  message  of  January,  1840.  <iovpn«»r  R«d 
called  the  attention  of  the  Legislature  to  the  matter  and  the  Legisl*- 
ture  appointed  a  committee  to  examine  and  obtain  the  neoessary  infnr 
mation.  The  report  of  the  committee  was  very  unfavorable  to  tltt 
bank,  but  as  the  latter  had  still  some  resources  remaining,  audastbm 
w«is  reason  to  suspect  some  members  of  the  connnittee  of  penuuil 
animus,  the  managers  of  the  bank  were  able  to  make  what  was  at  l<wt 
a  plausible  reply.  One  as.severation  made  by  them,  while  It  In  no  w«? 
excuses  the  gross  mismanagement  all  through  of  the  aSairs  of  th»eao- 
cem,  does  at  lejist  show  that  in  the  creation  and  inception  of  tlie 
tution,  its  present  enemies  had  been  in  its  favor  and  had  even  apj 
some  of  the  methods  they  later  affected  to  deplore.  The  l>ank  d 
in  their  reply  asserted  that  the  chainuen  of  both  eomuiittee*  ol  tb» 
Ijcgisluture,  when  the  bank  was  in  fimds,  shared  and  appropriated  to 
themselves  the  proceeds  of  sixty  thousand  dollars  of  t-be  boocU.  Hm 
committees  reporting  unfavorably  to  the  bank  in  the  year  1840,  <nn 
those  of  the  House,     The  Senate  as  a  body  took  a  different  ground. 

Before  the  bonds  issued  to  the  bank  could  be  sold,  it  was  toanU 
necessary  to  obtain  the  opinions  of  legal  authorities  as  t^  the  right  <>f 
a  Territorial  Government  to  incorporate  a  bank  and  to  issue  bood*^ 
The  Territorial  Government  was  inaugurated  by  an  art  of  Comer** 
dated  March  30,  1822,  which  was  amended  by  the  ant  of  Match  8. 
1823.  By  the  act  of  March,  1823,  bills  passed  to  tax  the  inluibitanttof 
the  Territory  did  not  become  laws  until  they  had  l»een  ffjM>rt<'d  to  ('op 
gress  by  the  Governor  and  received  the  sanction  of  Cungrwis,  but  tto 
was  repealed  in  1828.  By  an  act  of  Congress  posited  hi  1826,  the 
bers  of  tlie  Council  were  to  be  elected  by  tlie  people  Inotead  nf 
appointed  by  the  President  of  the  United  8t«te«. 

Opinions  wt-re  obtained  from  Chancellor  Kent,    ll- 
Daniel  Webster  and  Peter  Jay.     It  waa  agreed  by  tbesi' 
yer«  that  the  Territorial  Government  had  the  right  to  ii    >  :)    ; 
bank  and  to  issue  bonds  subject  to  the  disapproval  of  <.V>ii>.-rv-- 
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if  C<»greas  did  not  disapprove  they  were  valid,  and  all  acts  done 
under  them  were  valid.  If  Congress  disapproved,  all  acts  done  pre- 
vions  to  such  disapproval  which  involved  innocent  parties,  were  valid, 
rhe  bonds  issued  to  the  banks  were,  therefore,  decided  by  these  author- 
ities to  be  valid. 

The  liability  of  the.State  of  Florida  for  the  payment  of  the  bonds 
issued  by  these  banking  institutions  and  upheld  by  the  credit  of  the 
Territory,  was  a  question  which  returned  to  vex  the  people  of  the  State 
for  many  years,  and  in  1850  Governor  Brown  refers,  in  a  messa^  to  the 
Legislature,  to  a  large  number  of  these  bonds  which  had  come  into  his 
bands,  and  called  attention  to  the  release  of  the  mortgaged  property  of 
stockholders  of  the  two  institutions  named,  upon  their  depositing  such 
bonds  with  the  officers  of  the  same,  and  recommends  a  legislative  in- 
iniry  into  the  matter. 

EaRIiY    BASKXSGt    LseiSLATIOK. 

From  1839  to  1846  (the  year  in  which  the  Territory  became  a  State), 
leveral  general  laws  were  enacted  puporting  to  regulate,  in  part,  the 
banking  business,  then  chiefly  in  the  hands  of  the  local  agents  of  bank- 
ers or  banking  concerns  located  in  other  States.  These  agencies  were 
either  so  profitable,  or  were  so  difficult  to  control,  that  a  desire  for  local 
banks  again  arose,  and  in  1851  the  State  Bank  of  Florida  was  granted 
sxtraordinary  privil^es  in  an  elaborate  charter;  but  notwithstanding 
Its  pretensions  it  appears  never  to  have  been  practically  established, 
for  in  December,  1856,  the  Bank  of  the  State  of  Florida  was  granted 
%a  equally  elaborate  and  comprehensive  charter,  in  the  preamble  of 
which  appears  the  recital  that  "  Whereas,  The  State  of  Florida  is  with- 
Dut  the  benefit  of  any  banking  institutions,"  etc.  In  the  interim,  how- 
aver,  the  Legislature  had  enacted  (in  1853)  a  general  banking  law, 
whereby  the  State  Comptroller  was  empowered  to  provide  "such  quan- 
tity of  circulating  notes,  in  the  similitude  of  bank  notes,  in  blank 
►  ♦  *  as  he  may  from  time  to  time  deem  necessary,"  to  be  deliv- 
3red  to  and  issued  by  private  bankers  or  banking  associations  upon 
the  deposit  with  the  Comptroller  of  certain  described  securities. 
During  the  years  intervening  until  the  Civil  War  era,  large  num- 
bers of  banks  were  chartered  and  some  became  firmly  established, 
but  no  official  supervision,  or  collection  of  statistics  or  other  infor- 
mation concerning  tliera  appears  to  have  been  required  or  made. 

In  his  message  to  the  Legislature  on  November  22,  1858,  Governor 
Madison  S.  Perry  stated  that  the  law  had  at  first  made  the  deposited 
stocks  the  only  security  for  noteholders,  but  that  by  subsequent  amend- 
nent  the  stockholders  were  made  liable  pro  rata  according  to  the 
imount  of  their  shares.  He  thought  that  when  a  panic  was  impending 
:he  stockholders  would  dispose  of  their  shares  to  men  of  straw,  and 
•ecommended  that  tliis  liability  should  not  only  apply  to  those  who 
leld  stock  at  the  time  of  the  failure  of  a  bank,  but  to  those  who  had 
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been  stockholders  for  the  twelve  months  next  preceding  saoh  failnre  cr 
suspension. 

Whether  Governor  Perry's  proposed  amendment  was  enacted,  or  his 
apparent  lack  of  confidence  m  the  integrity  of  his  fellow-citizens  (and 
particularly  those  of  them  who  were  engaged  in  the  banking  business) 
was  Justified  by  actual  conditions  then  or  previously  existing,  wofold 
constitute  inquiries  of  doubtful  present  utility.  Before  such  soggerted 
changes  in  the  law  could  be  fairly  tested,  the  mutterings  of  the  im- 
pending civil  conflict  drove  all  thoughts  of  enterprise  and  progress  oat 
of  the  public  mind,  and  the  annihilation  of  values  which  ensued  dar- 
ing and  subsequent  to  the  war  period  left  little  nse  for  banks  or  bank- 
ers, or  material  with  which  to  conduct  banking  operations. 

The  period  immediately  following  the  Civil  War  was  one  of  oousidff- 
able  political  and  commercial  disturbance,  and  for  some  years  the  banking 
business  of  the  State  was  conducted  by  private  bankers  and  small  asso- 
ciations of  capital,  in  the  chief  business  centers,  without  State  supervi- 
sion or  authorization,  and  without  a  uniform  system  of  lawaor  praetioe. 

Thb  Pbbskiit  BANKiNe  Law. 

A  general  banking  law  was  enacted  by  the  Legidatore  of  1889,  and 
nnder  its  provisions  periodical  reports  to  the  Comptroller  are  required, 
from  the  data  contained  in  which  that  official  annually  prepares  and 
publishes  a  table  of  statistics  for  the  year,  embracing  all  of  the  State 
banks,  both  Savings  and  commercial.  The  first  State  bank  oiganized 
under  this  law  was  incorporated  August  20, 1889.  A  report  of  the  ocm- 
dition  of  the  existing  State  banks  is  appended. 

Statistics  of  Florida  State  Banks  Established  under  General  and  Special 
Acts  qf  the  Legislature. 


NUMBKR 

Yean. 

Capital 
paid  4n. 

Sfirplui  and 

undivided 

pr<t/Ut. 

I>epoHU. 

Loani, 
diteotmf 

and 
ovardrn/tt. 

15* 

1890 
1891 
1802 
1893 
1894 
1895 
1896 
1897 
1898 

$490,000 
443,000 
335,000 
434,110 
477,500 
570,800 
560,000 
775,000 
690,000 

$19,896 

39,111 

56,240 

80,935 

99,380 

96,342 

153,658 

186,990 

161.830 

$1,387,742              «i.iAa.ass 

IBf    

2,545,583 

1,001,871 

909,483 

980,842 

055,841 

1,079,129 

1,796,1791 

1,988,79711 

—      — - 

S,584,0IS 

728,817 

lU 

18 

843,889 

19 

936,755 

•21 

942,829 

19 

1,076,848 

28{ 

1.585,7W 
1.666,063 

20 

*  Ooe  bank  cliartered  iliit  not  go  Into  oprnitlon. 

t  Two  bauks  In  hanils  of  Receivers ;  one  clianKed  to  National  bank. 

t  Oue  bank  con8oU(l.ited  wltb  a  National  bank. 

{  Four  banks  established  under  special  charters, 

II  luclading  $90,886  Saving*  deposlte.  IF  IndaiUng  $109,570  8»Tlnga  depoalti. 
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There  were  two  Savings  banks  in  1890,  reporting  $40,000  capital  and 
108,264  deposits.  In  1893  there  was  but  one  bank,  with  a  capital  of 
180,000,  tl,212  surplus  and  profits  and  fl07,658  deposits.  By  1898  the 
torplos  and  profits  had  increased  to  $12,241  and  the  deposits  to  9176,428. 

State  Banks. 


YKABS. 

3 

7 
3 
1 
9 
24 

Loam  and 
diteoufUi. 

f^fecie. 

Capital 
ttoek. 

CireitUUion. 

BepotOt. 

18S6     

$2.<)3,209 
4,686,643 

424,262 
70,766 

441,930 
1,691,270 

$14,312 

188,388 

56,071 

$114,330 

2,323,552 

426.000 

60,000 

238,660 

800,150 

$133,531 
867,000 
116,260 

$67,315 

1839 

820.834 

1861 

108,606 

1885 

48,668 

1883. 

690,613 

1897 

1,607,318 

National  Banks. 
Fiffures  are  in  thousands  of  dollars. 


TBABS. 


1874. 
1879. 
1884. 
1889. 
1808. 
1888. 


?JS 

Loant 

anddU- 

5i 

countt. 

1 

$5 

1 

73 

3 

432 

13 

2,469 

17 

3,601 

16 

3,045 

U.  S.    I 
bondt. 

$30 

90 

93 
492 
443 
739 


Caih     I 
andcoBhCaptlal. 
item*. 


$30 
26 
109 
277 
666 
f99 


$38 

60 

160 

960 

1,300 

1,150 


SnrpViu. 

Vndi. 

vided 

pntfUt. 

||2 



$27 

2 

6 

45 

16 

11 

82 

131 

106 

239 

288 

267 

326 

613 

134 

331 

Mdi. 
vidual 
depotitt. 

$11 

100 

496 

3,353 

3,317 

5.103 


ALABAMA. 

Alabama  was  originally  part  of  the  Mississippi  Territory  carved  oat 
of  the  Louisiana  purchase,  and  was  admitted  into  the  Union  as  a  State 
December  14,  1819.  But  as  early  as  1816  a  territorial  charter  had  been 
granted  for  the  Planters  and  Mechanics'  (afterwards  Merchants')  Bank 
at  Hontsville,  and  in  1818  a  bank  waa  also  chartered  at  St.  Stephens, 
and  the  Bank  of  Mobile  in  the  same  year.  In  1823  the  notes  of  the 
Hontsville  banks  were  in  bad  credit  and  the  Huntsville  Bank  and  the 
Planters  and  Merchants'  Bank  closed.  The  constitution  expressly  pro- 
vided that  the  State  might  embark  in  the  banking  business  for  the  ben- 
eflt  of  the  citizens.  At  this  period  the  opinion  prevailed  that  a  bank 
was  a  great  engine  for  developing  the  resources  of  a  new  country.  The 
example  of  Mississippi,  admitted  to  the  Union  in  1817,  was  before  the 
eyes  of  the  first  Legislature,  and  it  was  implicitly  believed  that  it  only 
88 
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required  the  enactment  of  suitable  laws  to  uiake  money  abundant  ami 
easy  to  obtain.  The  success  of  the  second  Bank  of  the  United  StatM 
and  of  many  chartered  corporations  in  the  several  States  in  payinif 
largo  dividends  to  tlieir  private  stockholders  inspired  confidence  tint 
if  the  business  -were  controlled  by  the  State  the  benefits  woald  be 
equally  divided  among  all  the  citizens  instead  of  being  absorbed  by  a 
iavored  few.  It  was  the  instinctive  democratic  op[>osition  to  vumw^ 
olies  of  every  kind  that  in  the  simplicity  of  inexperience  liit  npi^ti  th«» 
method. 

The  constitution  provided  that  one  State  bank  might  be  eetablislwl 
with  as  many  branches  as  the  I.,egislature  deemed  necessary.  The  Stati- 
was  to  hold  two-fifths  of  the  stock,  the  remainder  being  subscribed  fur 
by  the  citizens.  The  stockholders  and  the  State  were  to  manage  tlie 
bank  and  be  liable  for  its  debts  in  proportion  to  the  stock  held.  Half 
the  capital  stock  subscribed  was  to  be  paid  in  in  gold  and  silvpr  cms 
before  the  bank  eotild  commence  business,  and  the  money  so  paid  was 
not  to  bo  le^s  than  ^100,000.  The  Legislature  was  also  nuthoriivd  to 
make  provision  for  ail  banks  already  ui  existence  to  become  bninch** 
of  the  projected  State  bank. 

*  At  the  very  first  session  of  the  General  Assembly  a  law  woe  eoiicttd 
and  approved  on  December  21,  1820,  "  To  incorporate  the  subacritMn  to 
the  Hank  of  the  State  of  Alabama. "  At  this  time  Cahawba  was  the  capi- 
tal of  the  State,  and  as  long  as  it  continued  to  be  the  capital  it  wu.h  to  be 
the  seat  of  the  central  bank.  The  limit  (if  capital  was  Used  at  two  vaSt 
lions  of  dollars,  two-tifths  of  wlucli  ^§800,000)  were  reserved  fur  the 
State,  and  three-fifths  to  be  raised  by  the  subscriptions  of  cttiz«t)A.  To 
carry  into  effect  the  necessary  preliminaries,  superintendents  www 
named  in  the  law,  charged  with  opening  subscriptions  of  the  folto«lng 
amounts  in  the  places  named.  The  total  amount  offered  wa£  fSOU.OOQ, 
of  whicli  8105,000  was  offered  at  Cahawba,  fl05,000  at  Hunt*<vUle,  f7«. 
000  at  Claiborne,  ^50.000  at  Tuscaloosa,  fSO.OOO  at  St.  Stephens,  fSO.OOO 
at  Courtland,  ft25,000  at  Montgomery,  925,000  at  Motule,  $20i)iiii  m 
Blakeley  and  ^0,000  at  Beuiopohs. 

At  this  date  the  population  of  Alabama,  was  127,901,  of  wbicU  itain 
ber  alwnt  85,000  were  whites  and  the  remainder  mostly  fllarea.  Tbe 
principal  industry  of  the  State  was  agrieulturtt,  and  ootton  wm  tlM 
chief  staple.  The  crop  raised  in  the  United  States  in  1801  was  a  tittle 
over  100,000  bales  of  300  pounds  each.  By  1S21  the  crop  was  SJO.OOii 
bales  and  by  1831,  1,039,000  bales.  The  price  In  the  same  pr^od.  white 
gradually  diminiBhiug  with  the  increase  of  supply.  Iiad  nevrr  bM-n  lets 
than  eleven  cents  per  pound.  The  hope  of  great  re tunis  fmmtb^i^ 
relopment  of  the  <*ottou  industry  and  other  collatenil  pumiSt*  «a«  M 
■anguine  as  that  excited  iu  t'alifomia  by  the  di^cove^ie«  of  gold,  aad  lb> 
neoessity  of  a  circulating  medium  and  of  credit  to  turn  IhciMMlMid 

■Many  of  tbe  tacts  {ontmnct  In  thisskcU'b  are  fnna  ■  |is|isran  tte^HMnn  •^ 
thsScato  B»nk  of  AlcDama."  )c>iicl  hctorr  the  AlutMrna  Bankonf  A— wfcill«B  i»  14I 


its  products  into  lasting  wealth  pressed  heaviJy  upon  a  most  energetic 
white  population.  That  the  Imnk  was  a  failure  is  a  matter  of  no  great 
Bnrpri^e,  as  in  all  probability  there  was  not  S=50(>,000  in  gold  and  silver 
coin  in  tlio  State  of  Alabama  that  could  be  subscribed  to  the  stock  as 
the  terms  of  the  law  creating  the  bank  required. 

m  Tlie  institution  was  known,  after  the  style  of  the  Bank  of  the  United 
^btee,  iw  "The  Presideut,  Directors  and  Company  of  the  Bank  of  the 
'^tMe  of  Alabama."  It  was  to  be  governed  by  thirteen  directors,  an 
unlucky  number  as  it  turned  out,  annually  elected  by  the  stockholders. 
rhe  votuig  was  scaled  according  to  the  shares  held,  also  copying  the 
plan  of  the  Bank  of  the  United  States — one  share  only  being  held 
entitled  to  one  vote,  ten  shares  to  five  votes,  one  hundred  shares  to 
twenty  votes,  while  the  holders  of  five  hundred  shares  or  more  could 
iiot  cast  over  thirty  votes.     The  Superintendents  could  not  obtain  the 

tasary  subscriptions,  and  the  bank,  evidently  started  on  sound  ilnan- 
principles,  except  perhaps  for  the  participation  of  the  State  as  a 
itookholder,  never  commenced  business.  It  was  an  almost  exact  copy 
>f  the  second  Bank  of  the  United  States,  in  which  the  Federal  Govem- 
uent  held  one-fourth  of  the  stock,  an<l  whicli  proved  both  successful 
uid  profitable  to  its  stockholders.  That  the  lack  of  capital  and  specie 
tns  the  cause  of  the  faUure  is  shown  by  the  subsequent  banking  expe- 
iee  of  the  State. 


Sbcond  Attempt  to  Estabush  a  Statk  Baitk. 

>etermined  to  have  the  banking  facilities  for  the  development  of  the 
iral  resources  in  which  they  justly  had  so  strong  a  faith,  the  people 
>ugh  their  representatives  enacted  another  law  on  December  20, 
to  estabUsh  "The  Bank  of  the  State  of  Ahibama." 
[The  object  of  the  bank,  as  stated  in  the  preamble  to  the  act,  was  to 
ide  for  the  safe  and  profitable  investment  of  the  fuudsof  the  State, 
md  to  secure  an  extended  and  uiidepreciating  currency.  The  first  bank 
>ad  depended  for  its  success  upon  the  subscription  of  actual  money 

kits  stock.  The  result  had  shown  that  wliile  rich  in  the  possibih- 
I  of  development,  Alabama  did  not  yet  have  sufficient  of  the 
cious  metals,  the  basis  of  successful  business,  as  yet  wittiin  her  bor- 
len.  To  remedy  this  and  to  obtain  a  circulating  medium,  with  that 
oucJiing  faith  in  the  unlimited  powerof  execution  of  a  people's  govern- 
nent,  characteristic  of  our  forefathers  in  the  new  States,  and  wliich 
i&B  not  yet  departed  from  the  minds  of  many  of  the  people,  this  new 
>ank  act  required  that  the  capital,  no  limit  being  imposed,  should  be 
'nniished  by  the  general  credit,  that  is,  by  the  Stale  it.self.  The  other 
wrtlons  of  the  act  were  similar  to  those  of  the  Hrst  bank  law. 

The  capital  was  to  be  provided  by  the  State  in  the  foUowing  man- 
First,  from  the  proceeds  of  the  sales  and  n-nts  of  the  University 
,  not  to  exceed  one  hundred  thousand  dollars.     These  lands  had 
set  apart  to  found  a  university,  and  of  course,  no  better  invest- 
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ment  for  the  funds  of  the  UniTersit^  could  be  found  than  the  stock  of 
the  State  bank.  Next,  the  proceeds  of  the  three  per  cent.  fuml.  which 
was  a  fund  acquired  by  the  sale  of  1,020  acres  of  land  granu-d  by  f'on- 
greas  for  the  seat  of  government  of  the  State.  Next,  the  p^»'*^^«  of 
the  lease  of  certain  salt  springs  and  all  other  public  funds  that  migtit 
come  into  the  possession  of  the  6tat«.  These  sources  of  capita]  were 
not  objeotiooable,  but  in  addition  thereto  another  expedient  was  {diced 
in  the  hands  of  the  Governor  and  five  commissioners  (afterwards  re- 
duced to  three).  This  was  to  issue  stock  of  the  8tat«,  not  to  exeecl 
^100,000  in  amount,  redeemable  in  ten  years  at  not  more  than  six  pet 
cent,  mterest.  It  appears  probable  that  the  original  intention  of  tliit 
issue  of  stock  was  to  secure  m  advance  the  procee<ls  of  the  ITnirrnitjr 
lands  authorized  to  be  made  part  of  the  capital  of  the  bank,  but  It  «w 
the  entering  wedge  for  a  reckless  use  of  the  credit  of  tlie  State  that 
caused  much  subsequent  disaster.  There  was  a  necessity  for  '^"^*«g  : 
facilities,  and  if  the  power  and  credit  and  reeources  of  the  Stat«  had  i 
been  wisely  used,  witliin  proper  limits,  the  benefits  would  have  bem 
unalloyed.  8o  great  was  the  necessity,  no  doubt,  that  the  State ooold 
have  afforded  to  pay  six  per  cent,  interest  for  a  reaaonable  time  to  t»- 
cure  a  circulating  medium  for  its  citizens.  Alabama  Stat«  banking  vaa. 
however,  an  unfortunate  example  of  the  great  danger  that  atteKHltRMil 
efforts  made  with  the  best  intentions  on  the  part  of  a  Stat«  govcmnuat 
in  a  new  and  poor  community,  entirely  dependent  upon  the  future  to  \ 
ita  prosperity. 

The  first  flOO.OOO  in  bonds  liaving  been  sold  and  the  ptoet»dtl 
piled  to  the  capital  of  the  bank,  on  January  12,  1828,  another  flOO,- 
000  of  bonds,  with  interest  at  six  per  cent,  and  redeemable  in  twenty 
years,  were  authorized  to  be  sold  by  the  Qovemor,  Comptroller,  Traa*- 
orer  and  the  President  of  the  bank.  On  January  15,  sixteen  aeetiaasof 
land  donated  by  Congress  for  schools  were  authorized  to  be  Nuld,  asdj 
about  $1,300,000  was  received  and  paid  to  the  bank.  In  18SS 
law  was  passed  by  which  the  remainder  of  the  funds  derived  froni! 
University  lands  antounting  to  $500,000  were  invested  in  the  capital  of 
the  bank.  The  bond-selling  plan  having  been  adopted  was  oootlaiwd 
until  $14,000,000  in  all  were  issued  as  shown  by  the  foUowing  taibb: 

Deoember  so,  iffia. .  »!(«■•.] 

January     28,1888 

January     21. 1888— branch  at  moottfomerf 

November  16,  I88S— bruncb  at  Decatur ,...,....  \ji 

t>ocember    i,  18S— branch  at  liobUe. U 

December  U.18a>— tolncreaM  CMpltal  at  MoatcoaMfy I 

January      10, 1885— braouh  at  Munlsrllle. • 

January      0,1838   toinoroaaecopltul  at  liuotarUle.  ..      t 

January       9, 188S— tolncnsaaooapttulat  MoMIn XA 

January      0, 188B-toinoreaaec«tilt«lat  M<iaiK«inery..., t 

June  ^l^tS37— to  enable  bank  to  reaumaapeolepayiaBina....  IjMtuMI ' 

December  28, 18S7-f urtber  aM  to  banks 
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The  cooditions  of  these  bonds  varied,  some  were  payable  at  the  pleas- 
Txre  of  the  State,  some  in  twenty  and  others  in  thirty  years.  The  interest 
waa  in  most  cases  six  per  cent.,  though  some  of  the  bonds  bore  five  per 
cent.  The  corporate  name  of  the  bank  was,  "  President  and  Directors  of 
the  Bank  of  the  State  of  Alabama. "  It  had  power  to  deal  in  real  and  per- 
sonal property,  to  do  a  general  banking  business,  and  to  is.sue  circulat- 
ing notes,  the  only  hmit  to  the  latter  being  the  discretion  of  the  Presi- 
^dent  urid  the  directors.  The  President  and  directors,  thirteen  in  all, 
?ain  the  uriUicky  number,  were  elected  annually  by  the  joint  vote  of 
the  General  Assembly.  Five  directors  and  the  President  constituted  a 
quoniui  for  businesa.  They  could  appoint  and  remove  the  Cashier  and 
otlicr  officers,  and  neither  they  nor  the  bank  officers  could  endorse  for 
sh  other  or  for  outride  parties.  The  notes  were  issued  in  all  denomi- 
itions,  above  and  below  one  dollar — sliinplasters  of  6^  cents,  121 
eentu,  twenty-flve  i-ents,  fifty  cents  and  seveaty-flve  cents  being  com- 
luun,  redeemable  in  ruiiib  of  five  dollars.  The  loans  made  by  the  bank 
were  apportioned  among  the  several  counties  of  the  State.  Bonds 
were  given  by  the  officers  for  the  faithful  performance  of  their  duties. 
These  oaths  increased  in  severity  as  time  went  on  and  the  temptations 
mismanagement  apparently  increa^ied,  They  contained  obligations 
faithfully  discharge  their  trust,  to  observe  the  usury  acts,  to  refrain 
>m  betting  at  any  "gaming  table  .such  as  cards,  dice,  billiards,  or  any 
ible  known  as  A  B  C  or  E  O,  or  any  faro  bank,  or  any  other  table  of 
Ike  deHcription;"  that  they  were  not  ineligible  on  account  of  being  in- 
lebted  to  the  back  in  excess  of  the  limit  prescribed  by  law,  and  after 
1839  they  swore  that  they  would  not  become  uidebted  to  the  bank  in 
any  way.  The  limit  of  indebtedness  of  the  President  and  each  of  the 
directors  was  not  at  first  illiberal,  being  $10,000  at  the  central  bank  and 
the  nme  at  each  of  its  branches,  except  Mobile,  where  the  limit  to 
each  WRstSO,  000— sixty  thousand  dollars  iu  all.  Thetotal  limit  was  sub- 
sequently reduced  to  835,000. 

The  bank  when  it  flr«t  commenced  business  was  located  at  Cahawba 
and  subsequently  in  1826,  it  accompanied  the  Government  of  the  State 
when  the  capital  was  changed  to  Tuscaloosa. 

Condition  and  Manaorscent  ok  thk  Bask. 

InchidJng  the  proceeds  of  land  sales,  the  funds  received  from  the 

Jnivernty  of  Alabama,  and  the  moneys  from  the  sales  of  State  stocks,  the 

>t«l  aiuom^t  received  by  the  bank  was  $15,859,420,  enough  one  would 

ik  to  have  started  and  maintained  a  most  respectable  and  solvent 

stitution.     Of  this  sum,  however.  87,500,000  was  the  proceeds  of  stocks 

Bsued  simply  to  keep  the  bank  above  water  during  the  financial  crisis 

of  1837.     The  bank  does  not  appear  to  have  paid  even  the  interest  on 

the  »took  issued  for  its  benefit.     The  statement  of  its  condition  in  1S26, 

tows  it  to  have  had  at  that  time  a  capital  of  i^53,000;  notes  in  circu- 

ion  1273,000;  deposits  9164,0(H),  with  a  discount  line  of  $449,000,  and 
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oash  9850,000,  including  ^141,000  in  specie.  It  was  thus  appnieDtly  a 
sound  and  solvent  institution  three  years  after  its  inception.  In  18S7<bo« 
ever,  the  bank  does  not  make  bo  good  a  showing.  Ou  June  1,  of  that 
year,  its  capital  was  $7,889,886,  notes  in  circulation  94/>lX),*NHI  aijii  di>- 
poaits  $6,700,000.  To  meet  these  liabilities  it  had  $4i<2,04K»  iu  >>\vciie; 
notes  discounted  $17,694,000,  with  amount  due  from  branches,  (>1.2l>0i,- 
000.  Of  the  bills  discounted  $6,300,000  were  afterwards  found  to  be 
bad  debts.     This  was  a  bad  showing  for  eleven  years'  business. 

The  policy  Avhieh  le<l  to  this  deplorable  state  of  tilings  neoesutatinp 
the  issue  of  $7,600,000  more  State  bonds  in  December,  1837,  waa  ooeof 
the  most  remarkable  political  favoritisms.  The  President  and  <liivet«rs 
had  complete  and  unchecked  control  over  the  management  of  the  bauk. 
The  capital  was  not  their  own,  and  they  were  responsible  only  to  Ibe 
members  of  the  General  Assembly  who  annually  elected  them.  Tba» 
latter  again  were  tempted  to  use  the  power  and  means  of  the  bank  to 
secure  their  election  and  re-election.  The  provWon  of  law  requlrii^  the 
distribution  of  loiuis  uniong  the  counties  of  the  State  made  the  elected 
legislators  the  channels  tlirough  whom  loans  could  be  obtained  by  titdr 
constituents.  The  President  and  directors  in  the  main  bank  and  In  eMh 
of  its  branches  varied  from  fourteen  to  six,  and  received  »">1tW  berite 
the  privileges  lawful  and  unlawftil  of  their  positions,  and  the  total  Bink- 
ber  to  be  elected  each  year  was  between  sixty  and  seventy.  Then  lA- 
oe«  became  the  object  of  much  electioneeiing  by  all  kinds  of 
adventurers,  -who  promised  the  members  of  the  General  Aneml 
give  them  liberal  bank  discounts  in  return  for  their  election  as 
ora.  The  l^islators  were  tempted  to  give  their  ToteB  to  the 
bidder,  in  order  to  be  able  to  pajss  along  the  bank  favors  to  their  inflo* 
ential  constituents.  Re-election  to  the  General  Aaaembly  was  thn*  »■ 
cured  year  after  year.  The  candidates  for  the  directory  wers  nuMt  BIk 
erol  in  their  treatment  of  the  legislators.  On  one  occarioo,  whO*  OM 
of  these  annual  elections  was  pending,  a  member  of  the  Hoose  o(  B<^ 
reeentatives  died ;  each  member  of  the  House,  as  was  usual,  worn  tnpt 
on  his  arm  for  thirty  days.  This  badge  indicsated  the  legislatxini  lo  Mm 
oandidates  for  bank  honors,  and  the  former  were  treated  W!ith  tits 
greatest  hospitality.  A  backwoodsman,  in  TuseiklooiML,  seeiag  this,  |iii 
crape  on  his  arm,  and  was  feasted  royally  for  several  days  on  the 
of  it  before  his  ingenuity  was  suspected. 

The  most  fortunate  candidates  were  those  of  a  gateroos, 
nature,  who  did  not  fear  to  moke  liberal  promlsea.     A  hotel 
Tuscaloosa,  b(*lievingtbat  if  he  were  a  director  it  would  greatly 
the  po|>alarity  of  his  hotel,  succeeded  in  secaring  an  eleetfcm.    Bit: 
sight  WAS  Justified  and  his  hotel  ofrowded.    Tb«  othor  boCd 
the  eapttal  were  obliged  to  follow  his  example,  and  aoon  aQ  five 
members  of  the  board  of  directcnrs  of  the  Bank  of  tba  State  of 
and  often  "  oontroUed  with  absohite  and  impwloas  sway  tha  iliallnj  of 
the  bank."    They  were  called  the    "CoUnary  SanlMadfiBi,'*  airf  nsl 
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tJUfal  table,  still  preserved  as  hlsturio  in  one  of  the  banks  now 
I  in  TuBvaJooBa. 
John  Ij.  Tindall,  the  President  of  the  bank,  was  a  man  anxious  to  man- 
its  aflfnirs  properly.     He  was  nuted  for  his  qniet  hiimur  and  readj 
it.     On  one  occasion,  presiding  ata  meeting  of  the  diretrtors,  when  the 
keepers  were  in  the  majority,  and  a  large  number  of  bilis  had 
for  dL«count,  approved  by  one  or  the  other  of  the  five,  a  small 
l^  wa«  offere<l  and  no  one  seemed  to  know  the  maker.     It  was  about 
eing  rejected  when  President  Tindall,  looking  enquiringly  at  each  of 
le  hotel  keepers  In  succesKion,  without  visible  response,  remarked  very 
lietly,  "  This  man  must  have  camped  out  last  night." 

No  director  could  expect  the  vote  for  his  re-election  of  a  member  of 
iie  General  Assembly  whose  note  he  refused  to  discount.  They  had 
'  to  discount  the  notes  of  those  recommended  by  the  legislators. 
One  of  tlie  latter  in  1S32  obtained  discounts  to  the  amount  of  $34.0<X> 
on  fictitious  notes.  He  fled  on  discovery  of  the  fraud  to  Texas,  and 
prospering  there  repaid  the  money  to  the  bank  in  the  year  1839. 

The  operations  of  the  bank  until  1837  do  not  appear  to  have  excited 
any  apprehension  in  the  minds  of  the  public.  Times  were  so  good  from 
1836  to  1836  that  the  direct  taxes  of  the  State  were  abolished.  No  one 
had  any  diflieulty  in  getting  all  the  money  he  needed.  The  cotton 
<rropM  wore  g<iod  and  brought  goo<l  prices.  The  price  of  land  naturally 
increased  and  every  one  felt  rich.  There  was,  however,  an  undercurrent 
to  all  this.  Thinking  men  were  becoming  apprehensive  of  the  results 
when  loans  were  made  so  recklessly  to  directors  and  members  of  the 
Legislature.  Laws  were  fretjuently  passed  restricting  and  forbidding 
these  advances,  but  they  were  annulled  as  often  by  other  laws.  In  1H39, 
after  this  class  of  indebtednexs  was  largely  reduced  the  amount  due 
from  directors  alone  waj*  nearly  §780,000.  In  1837  an  imminent  catas- 
trophe was  averted  by  the  issue  of  $7, 500,000  bonds  of  the  State.  By  1841 
the  ramors  of  bank  frauds  had  become  so  alarming  that  when  the  Legis- 
lature met  a  resolution  was  introduced  in  the  House  by  R.  Jennison, 
Jr.,  of  Tuscaloosa,  ordering  an  investigation  of  the  affairs  of  the  bank 
l>y  a  select  committee.  A  similar  committee  was  ordered  by  the  Sen- 
fcte  and  the  two  were  made  a  joiut  committee.  A  special  act  gave  this  joint 
committee  full  powers.  Under  this  act  the  House  part  of  the  commit- 
littee  reported  that  "  they  have  discovered  the  existence  of  a  disgraoe- 
il  lea^e  to  plunder  the  banks  and  swindle  the  people  of  the  State, 
[en  high  in  ofBce,  members  of  the  Legislatnre,  and  bank  directors  are 
liopposcd  to  be  implicated.  •  ♦  •  With  all  these  facts  before  them 
the  Senate  has  seen  fit  to  dis-solve  thoir  portion  of  the  committee.  This 
aders  it  impos.sible  for  us  to  act  efficiently  and  we  therefore  tender  our 
latiou."  The  joumid  of  the  joint  committee  containing  the  testi- 
Jdny.  with  all  the  other  papers,  was  handed  to  tiie  Governor  and  by 
liim  placed  in  the  hands  of  the  Secretary  of  State  for  secrecy.  It  is  sup- 
»ed  to  have  been  consumed  in  the  fire  which  destroyed  the  Capitol  at 
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Montgomery  in  1&19.    This  was  a  oonfewdon  that  men  were  tOTolred  cf 
too  great  power  in  the  State  to  be  safely  ponished  b j  ordinary  tnethodn 

The  charter  of  the  State  Bank  expired  Janoary  1,  IMS,  and  1 
stitution  then  went  into  liquidation.  It  had  four  bntnehea, 
tablished  in  1832  and  one  in  1 835.  These  braikches  were  doaed  by  i 
of  the  Legislature  in  1843-43.  On  the  one  hand  the  opentiao*  oCI 
banic  left  the  State  burdened  by  an  indebtedness  of  #14,000.000,  oa 
wluch  interest  to  the  amount  of  $16,840,000  was  paid  before  the  Uipii- 
dation  of  the  bonds.  In  addition  there  was  absorbed  pn^Mrty  of  the 
schools  and  university  amounting  to  fl, 600, 000  on  which  the  State  ■» 
nually  pays  interest.  On  the  other  band  the  expenses  of  tiie State  fpv- 
«mment  were  paid  by  the  bank  for  ten  years,  and  duriiig  that  perind 
the  people  of  the  State  were  almost  altogether  relieved  from  direct  tax- 
aticm.  At  the  session  of  the  Legislature  of  1847-48  the  direct  taxes 
were  restored  in  time  to  save  the  State  from  the  disgrace  of  the  tluwat- 
'  ened  repudiation  of  its  bonds.  The  aflaira  of  the  State  Bank  wen  flnaflf 
wound  up  in  1868. 

\7hile  the  experience  of  the  people  of  Alabama  with  their  bonk  it 
not  so  encouraging  as  to  be  held  up  as  an  example,  yet  in  faimne  it 
may  be  said  that  the  development  of  the  resources,  and  the  ooasrqoeDt 
wealth  of  Alabama,  is  in  some  measore  indebted  to  the  bank.  BadI; 
managed  as  it  was,  the  entire  loss,  including  interest  on  the  bm 
debt  created,  did  not  exceed  #35, 000, 000.  Estimating  the  relief 
direct  taxatioo  for  ten  years  at  $4,000,000  per  annum,  and  the  pay 
of  the  expenses  of  the  Government,  it  cannot  be  sold  that  Uie  j 
of  Alabama  did  not  receive  some  compensation  for  the  expenditure 
They  passed  the  most  critical  period  of  their  development  without  I 
retarding  presBore  of  taxation. 
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National  Bank». 
Vlgurea  ore  in  tUousaads  of  dolUia. 
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•  No  report. 

In  1836  the  Planters  and  Merchants'  Bank,  of  Mobile,  vraa  chartered 
ioT  twenty  years  (but  laileii  hi  1842),  with  ^00,000  capital.  It  waa 
b^rmitted  to  ismie  notes  to  twice  the  amount  of  its  capital.  About  tills 
Id  there  vaa  a  general  increase  of  the  capital  of  the  banks,  for  which 
purpose  bonds  were  to  be  sold  by  the  State.  There  was  also  a  conaid- 
erable  expansion  of  circulation,  amounting  for  the  State  bank  and  it« 
branches  to  f9  of  not«s  to  ^  of  specie.  Their  suspension  was  inevitable, 
and  when  it  came  it  was  legalized  by  the  Legislature,  as  in  most  other 
States.  Extension  laws  were  passed  for  the  benefit  of  debtors,  but 
their  results  were  far  from  what  had  been  expected. 

Prbsbnt  Bankhto  Law  of  thb  State. 

The  incorporation  of  banks  in  any  other  manner  than  that  pre- 
ribed  in  the  constitution  is  prohibited  by  that  inatrunient.  Bills  and 
notes  must  be  redeemed  in  gold  and  silver,  and  no  law  can  be  passed 
^^anetioning  the  suspension  of  specie  payments.  While  the  State  banks 
^Hh)  not  now  issne  circulation,  in  case  that  privilege  should  be  restored 
^^Biis  provision  of  the  constitution  would  prevent  the  evil  that  was  the 
^pnooi  destructive  of  the  security  of  such  circulation.  Knowuig  that 
they  would  be  reUeved  of  the  penalties  of  suspension,  the  State  banks 
,  nearly  all  the  States  suspended  without  hesitation  on  the  first  signs 
!  financial  stress.  The  State  is  prohibited  from  owning  stock  in  any 
or  from  giving  or  loaning  its  credit  to  a  bank.  A  minimum  capi- 
of  $50,000  is  required,  one-half  of  which  must  be  paid  in  before 
'oommenoing  business. 
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Vpixt  I R09  the  circulating  medfiui  of  ] 
coin,  (lc>iil)Inr)nH,  dollan,  halTea,  qaartaa, 
TliK  llrKf  papiT  ciirrency  ctoTuasted  <if  eottan  nmoftm  ^ra 
llr  kIiim  for  rotloii  brought  find  deposited  tbnv  to  be  gnnei 
(if  Milt  Tcrritciry  provirlo<1  ttiat  when  a  plantar  *'-~'*— *  ha  < 
piitilic  gill,  n  nsH^'ipt  tihniilil  be  given  him,  and  the  gims 
iitiilcr  licavy  p<>niiltir'H  in  deliver  the  cleaned  eotton  baled  to  Iba  I 
(if  tlif  n'oi'Ijit  within  four  mnntha.     The  law  alao  mmSm  the  nndpti  wt 
Kiitiiiiilc,  ruxl  thi'V  pruiKud  freely  from  hand  to  faaai 

III  IKOll  the  liiiiik  of  MiMissippi  at  ^'ateiwx  «M  dlvtaRdbf  tb> 
'IN'rrKoritU  (ViiiiiuLN.HionerH  tu  run  for  twentj-flve  jpean;  tbm  4bttkMt 
w<*n<  U>  Im<  iiidivirluiilly  PAsponsible  for  anf  iasae  of  bObkianHiil 
thri'K  ttiiicN  the  lUipitiU  Hto<!l<,  then  aniotintitig  to  flOil,flOO,  ftaai  tba 
outNi't  tho  bniilt  v/an  wisely  and  Judiciously  ooodncied  and  ita  bflkwt 
iii'vcr  (liNliiitiunxl.  It  Rontinned  as  a  priTate  wputatioa  aacfl  18U, 
wh(<ii  ItH  |Niw(<ni  wen>  (•xtcmK'd  by  the  I>}grislatiire  and  it  wamenmtai  a 
Sljtio  blink  with  a  cupituJ  liiiilted  to  f3, 000, 000— the  State  to  MbaerilM 
•  iiiK  i|iiiir1<<r  iiiid  to  apjKjint  ont-thtrd  of  the  direetot*.  The  oewtttt' 
tor  wiix  to  oontinup  until  1B4U,  and  in  the  meanthne  no  other  bukf^f 
hiHtitutloii  wna  to  be  Incorporated  by  the  State.  ProrkBon  wa«  Abo 
iiiiuli)  for  thrcH'  branoheN  and  more  if  the  dirertor*  ■hoold  deem 
u«>c«<(tHary.  IIh  capltiLl  in  1830  was  f930,€00  and  no  eonplaint  had 
b4H>ii  uinde  nf  tiu<  liintltiition.  In  that  year,  however,  the 
dlan\ganiing  It^  noleiun  plivlge  given  in  1818  that  no  otlie 
■tltutlon  Mhouid  b(>  iMuirtentiL,  established  the  Plant«rt'  Bank  of 
liMlppI,  with  a  oaplt^d  of  (id,O<X),0OO,  and  made  it  the  anAHAJAi  ago 
thi<  Ntnt«.  Tlio  nianagora  of  the  Bonk  of  the  State  of  Iflibiliipi 
ilnMiilIng  tho  evilM  whirh  thny  feared  would  result  from  nprmlatinn hi 
ui^gr(N>i*  and  wild  lands,  then  so  prevalent^  concluded  to  wbid  uptbii 
liurtltutlon, 

t)f  th<>fl,(HM),0Oi)  of  oapital  of  the  Planters'  Banlc,  the  Btatei 
Otii>hivlf  and  liuiiiedtwo  millions  of  dollars  in  bondjs,  bearing  six  peimit 
tiitm'iit  in  imy tnont  thcri'for.  The  bonds  were  sold  at  a  preminni  of  fS8Q,- 
0(H1,  wliirli  wiut  dt>[Hwit«<d  In  tiie  bank  lui  a  sinking  fund  from  which,  t<^ 
gtiflior  with  thodividondHHrcrningon  thcst-ockof  the  ><  ■niffntflto 

tli«<  StatK,  III*'  Intorcstoii  the  bonds  was  to  be  paid.    A-  ;  heStato 

Ilit4^rf>iit«  In  llu"  bank  woro  kept  distinct  from  otlter  flmuicinl  pcx>jccta.| 
InvHatniKiil  was  apparently  a  prosperous  one.    Ttio  bank  i.iI.i.hh 
divldotidn  nf  ten  per  oont.  nntil  September,  1839,  when  tJie  ud 

lind  liii<n<fui«<i  to  ^00,000.  Thv  HtAtc.  however,  transforrvo  nn  muvart 
to  lilt*  Mt^xliMiippi  I{/)ilroad  CorniMuty,  and  nuist  of  the  large  slnkfa^Aud 
was  ■utHNH|u«iiily  l<»t--lonviiigonlya(H>tit  ^^lO.OOU,  which  was  I 

•4'liilli.irii,<'a  MUaljulpi,!    I'r.iv  ir,(«.,  fitato  and  TorT„  Vo\,  I,  |I,M1. 
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commissioners  by  as  much  more  from  coUections  made  from  the 
of  the  Planters'  Bank.  During  the  prosperous  times  preceding 
f9S5  the  banking  capital  of  the  StAt«  increased  to  J12,000,fK)0,  which  so 
encouraged  the  legislators  that  during  the  session  of  1835  banlis  and 
milroads  witli  an  a^regate  capital  of  about  §17,000,000  were  chartered. 
In  1837  the  number  of  banks  Imd  increased  to  eighteen,  with  capital 
of  about  *I13, 000, 000,  more  than  «5,000,000  circulation  and  124,000,000 
of  Inans  The  Mistdssippi  Union  Bunk  was  chartered  in  1838,  to  liave 
a  capital  of  $15,500,000,  to  tx;  "raised  by  means  of  lo<ui8  to  be  ob- 
tained by  the  directors  of  the  institution."  The  Stat*  then  was  induced 
to  authorize  an  issue  of  $15,000,000  in  five  percent,  bonds  to  be  loaned 
to  the  bank,  for  the  payment  of  which  the  faith  of  the  State  was 
aiedged.  Five  millions  of  these  bonds  were  issued  to  the  bank  in  1838 
Kd  a  further  equal  amount  in  1839.  The  first  in.stallmeiit  of  bonds 
Bh  negotiated  by  the  commissioners  of  the  bank  through  Mr.  Biddle, 
Be  President  of  the  Penn.sylvania  Bank  of  the  United  States,  and 
H000,000  was  received  therefor  in  installments. 


AiXBGRD  IimtmOBlIXKT  OF  THE  BANK'S  CONTRACT. 


In  accordance  with  the  provisions  of  the  third  section  of  the  act  In- 
corporating the  Planters'  Bank,  500  State  bonds  of  |1,000  each  were  is- 
fced  in  1831 ,  and  sold  by  three  commissioners  appointed  by  the  Governor, 
^■e  bonds  were  made  piiyable  to  and  indorsed  by  one  of  the  eommis- 
^Bliers,  and  the  principal  and  interest  were  made  payable  at  the  Phenix 
lank,  of  New  York  city.  The  charter  of  the  Planters'  Bank  was  amended 
February  5, 1833,  and  a  further  issue  of  State  bonds  bearing  six  per  cent. 
interest  to  the  amount  of  jil,5(X),()O0  was  authori7.ed  and  likewise  sold  in 
New  York  city.  By  the  act  incorporating  the  Imnk  it  was  provided  that 
if  the  dividends  on  the  stock  failed  to  pay  the  interest  on  the  bonds,  any 
amount  advanced  by  the  bank  was  to  be  charged  by  it  to  the  account 
of  the  State.  When  the  stock  in  the  l>aiik,  owned  by  the  State,  was 
■Bnsferred  to  the  Miasissippi  liiiilrond  Ctuupany,  it  obligated  itself  to 
^^  the  interest  on  the  bonds,  and  the  priiicipul  with  the  exception  of 
Kimt  ^50,000.  The  Planters'  Bank  paid  tiie  interest  up  to  March  25, 
Mil,  at  which  time  §166,792.22  was  due  the  bank  from  the  State  on  ac- 
count of  these  bonds.  The  interest  wajs  paid  by  the  bank  in  London 
in  8t«rling,  and  this  it  seems  was  considered  by  the  State  an  important 
infringement  of  tiie  contract. 

The  bonds  issued  to  the  Mississippi  Union  Bank  consisted  of  2,500 
bonds  of  jS, 000  each  executed  in  June,  1838,  and  delivered  to  the  man- 
agers of  the  bank.  One  million  two  hundred  and  fifty  thousand  dol- 
lars were  made  payable  in  twelve  years  and  f3, 750, 000  in  twenty  years 
from  February  5,  1838.  The  bonds  were  made  payable  in  dollars,  cur- 
Knt  money  of  the  United  States  with  interest  at  five  per  cent.,  payable 
■etui-annually  at  the  place  stipulated  in  the  bonds. 


^04  msToar  or  BAJumro. 

PATKBirr  OW  THB   BOSTS  OPPOSKD. 

In  1841  the  interest  oa  all  of  tbe  Bute  bomh  bolli  thamt  ianed  in 
b«)ialf  of  tbe  Planten'  Bank  amountini;  to  fS,000,000  and  tbcM  lamd 
In  behalf  uf  the  Union  Bank  amoaoting  to  15.000,000  «aa  bl  MMi. 
through  tlie  Inability  of  the  Plantei»'  Bank,  the  Ml«iMi|i|J  Ba&ad 
Company  which  bad  succeeded  to  the  interMt  ot  the  Plaatm^  Bvk, 
and  the  Mbwmsippi  Union  Bank.  The  holden  of  the  baad»wwtfaaaj 
lettf-TH  of  inquiry  and  expostulation  to  tbe  Goreniarof  tbeStat««a*- 
xuniinK  t  lint  inasmuch  as  the  creatorea  of  the  State  ths^Migll  wiiiai  ind 
for  wlioia  the  bonds  of  the  State  were  negotiated  bad  faOed,  that  ikt 
Htnte  would,  without  heeitation,  for  its  own  cr»fit  and  booor,  profUt 
for  tJa'  payment  of  the  interest  and  principaL  To  all  theM  beUot  a 
letter  waa  «ent  by  Governor  McNutt  dated  July  14,  1841.  in  wluck  bt 
informed  the  holders  that  "  the  State,  therefore,  deoiee  eU  obUgatlaB 
to  pfty  the  Ijonds"— for  the  reason  tliat  they  were  not  sold  In  aeeort- 
anc*  with  the  constitution  and  laws  of  tbe  State.  Before  goiqg  tuAti 
into  the  details  of  the  reasons  given  by  the  Goremor.  the  foOovbf 
abHtract  of  a  report  of  a  select  committee  of  the  Legislatnie  tiMiW  b 
February,  1842,  will  show  distinctly  the  history  of  the  iarae  ot  the  bond* 
In  be-half  of  the  Miasisslppi  Union  Bank.  It  appears  that  a  daw  ia 
the  ConBtitution  of  the  State  of  Mississippi  provides  that  no  la*  ihall 
ever  be  passed  to  raise  a  loan  of  money  upon  the  credit  of  the  {ttalste 
the  payment  or  redemption  of  any  loan  or  debt,  unlea*  eo^  lew  bspvo- 
posed  in  the  Senate  or  House  of  Representatires  and  be  agreed  oa  by 
the  majority  of  tbe  members  of  each  bonae  and  entered  on  ttair  Jmir 
nals  with  tlie  yeas  and  nays  taken  thereon,  and  be  referred  to  th»  nMt 
Buoceeding  Legislature,  and  published  ttiree  montbs  prerioos  to  tlH 
next  regular  election  in  tliree  newspapers  of  the  State,  and  ankw  ttis 
next  Legislature  duly  posstes  tbe  said  law. 

Thk  Mississippi  Usios  Bask. 

On  February  6,  1638,  the  Legislature  passed  an  act  wiiich  had,  io 
compliance  with  the  constitution,  been  passed  by  a  fonucr  LcgUatarc 
in  1835  and  duly  published,  to  incorporate  the  Mlwiaiippi  Vvkm 
Bank.  By  Section  5  of  this  act  the  faith  of  tbe  StJkte  «a 
pledged  for  the  security  of  the  principal  and  tntenet  «rf  » 
ttftcen  millions  five  hnmlred  thousand  dollars  to  furnish  fund*  IB 
enable  tiie  bank  to  operate.  Tbe  (iuvemor  of  the  State,  to  cAk* 
this  loan,  was  required  to  issue  bonds  of  tbe  denoodnatioo  of  |S,IW> 
each,  payable  in  twelve,  flfteeu,  eighteen  and  twenty  yean,  atflvep^ 
cent.  Uitorest.  Subscription  l>ooks  were  to  l>eopet>ed  for  (16,100.000 «< 
stock  in  f  10<>  shares  and  to  bf  kt-pt  utM>n  ten  monthn.  Ownen  o(  nel 
eetate  In  BCxslssippi  were  aloue  allowed  to  cobscrilw  and  tn  ^rrvrr 
HcrlptSons,  they  were  to  give  luortgagea  on  property  sati>f 
directors,  which  property  was,  in  all  oaaea,  to  be  eqoal  to  i... 
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riion.  Ten  dollars  in  cash  was  to  be  paid  od  each  share  when  the  direct- 
ors might  require  it.  When  6,000  shares  were  subscribed  the  Governor 
^aa  to  appoint  provisionally  fifteen  directors  to  hold  offlue  one  year. 
lt«r  the  books  were  closed  and  it  appeared  tliut  $500,000  had  been 
id  on  the  original  stock  of  the  bank,  the  institution  was  to  coiumenc* 
ie«8,  and  la.stly,  when  the  directors  were  appointed  and  their  Pres- 
ident elected,  and  the  Governor  of  the  State  notified  of  this,  he  was 
^.then  to  execute  to  the  bank  bonds  in  proportion  to  the  amount  Bub- 
^^■Haibed  and  secured  to  the  satisfaction  of  the  directors  until  the  whole 
^H|l5,500,000  in  bauds  should  be  furnished.  AU  the  foregoing  was  pro- 
^^ided  for  in  Section  5  of  the  act  of  incorporation. 

The  act  also  provided  that  both  principal  and  interest  of  the  bonds 
ahould  be  paid  by  the  bank,  and  the  bulk  of  its  profits  was  to  be  set 
aside  for  this  purpose.     On  February  15  it  seems  the  Legislature  passed 

K\  supplemental  act  requiring  the  Governor  to  subscribe  for  50,000  shares 
if  the  stock  of  the  bank  in  behalf  of  the  State,  to  be  paid  for  out  of 
he  State  bonds  to  be  issued  to  the  bank.  This  was  done,  and  it  was 
j  ^claimed  that  this  supplemental  act,  passed  without  due  regard  to  the 
^Requirements  of  the  constitution,  was  the  one  under  which  the  five  luil- 
^Bious  of  bonds  were  issued.  In  other  words,  no  bonds  whatever  were 
^Mssced  and  negotiated  under  the  constitutional  act,  but  that  the  ^,000,- 
^^000  issued  were  under  the  supplemental  act  solely,  and  therefore  un- 
oonstitational  and  void.  It  was  claimed  that  the  supplemental  act 
repealed  all  the  more  important  provisions  of  the  constitutional  act. 
i^In  addition  to  claiming  that  the  bonds  were  issued  under  an  unconsti- 
^■ntional  act,  the  committee  refers  to  certain  details  of  tlie  negotiation  of 
imfae  bonds  by  commissioners  of  the  bank  with  Nicholas  Biddle,  Presi- 
dent of  the  Bank  of  the  United  States,  and  alleged  these  arrangements 
rere  in  violation  of  the  terms  of  the  in.'itructions  to  dispose  of  the  bonds 
not  less  than  par  and  that  Mr.  Biddle,  in  the  whole  transaction,  was 
lilty  of  intentional  and  willful  fraud.  The  committee  concluded  by 
Biying  that  the  people  of  Mississippi  have  taken  a  stand  similar  to  tliat 
ccupied  by  Washington,  JeAerson,  Madison  and  Franklin,  and  a  host 
worthies  who  struggled  through  the  gloomy  revolutionary  period. 
'  They  are  not  controlled  by  selfi.sh  or  mercenary  motives.  The  low 
t^roveUng  consideration  of  dollars  and  cents  has  nothing  to  do  with 
leritA  of  the  question.  Their  honest  obligations  they  will  fultill 
should  they  have  to  divest  themselves  of  the  comforts  and  necessaries 
of  life  to  do  eo.  Higher  and  holier  motives  than  mere  pecuniary  con- 
aideratious  actuate  them.  They  have  determined  that  they  will  never 
•abmit  to  an  Invasion  of  their  constitution  by  either  a  foreign  or  do- 
mestic foe.  The  rights  secured  to  them  under  that  sacred  instrument 
they  will  maintain  at  all  hazards;  and  relying  on  the  correctness  of 
their  principles  and  the  justice  of  their  cau.>^e  f  bey  will,  with  confidence 
and  cheerfulness,  submit  to  the  vertlict  of  posterity." 

After  the  general  election  in  November,  1811,  it  was  claimed  that  the 
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payment  or  duavowal  of  the  bonds  was  iiiAd«  •  test  qnaation  »rii1  thai 
the  majority  waa  in  favor  of  dtiaTowal  or  repudiatkin. 

Anotber  oommittee  r«pvfted  that  "  tliejr  wvte  aatiaSed  of  th«-  j 
of  the  d«t«niiin&tion  of  the  freemen  of  MiaaMippi  ii«T«r  to 
principal  and  int<^rest  of  those  bonds  or  to  reeo^ue  the 
Union  Bank  a«  a  legal  iDstitation,  and  that  in  so  doing  thejr 
favor  of  a  principle  honorable  to  tbemiielrefl  and  beneficial  tu  tbi 
spring.  They  thereby  declare  that  the  few  cannot  bind  the  many 
oat  their  consent,  and  set  a  lasting  example  before  tboee  who  may 
after  them  of  the  fruitlessnena  of  the  attempt  to  grasp  and  carry 
unwarranted  powers,  calculated  to  affect  their  private  rights  and  to 
endanger  the  civil  liberty  of  themselves  and  their  children.  PrccoMB 
JealouB  of  their  rights  have  ever  by  care,  vigilance  anil  energy  arraled 
the  course  of  aggreesion  and  avoided  the  baleful  remits  of  sUvUi 
apathy." 

Governor  Tucker,  in  bis  message  of  January  1,  1844,  speaks  of  a 
revival  of  business  after  a  depression  of  prices  during  1^^  and  1843 
never  before  experienced.  He  ascribes  this  revival,  "  not  to  fortoitoDi 
cirounutonces  or  by  speculative  operations  or  to  oxijansion  of  a  paper 
medium  of  currency  ;  nur  is  it  believed  to  be  owing  to  any  aet  uf  Iq^ 
latlon  of  this  Btate,  or  of  the  United  States,  or  even  of  any  ptirtion  ot 
the  world  favorable  to  commerce.  Necessity  has  impoc«d  on  tLt5  yc/ttr 
lies  of  idleness,  prodigality,  baseless  speculation,  bankin^c  ami  guk^ 
bUog,  habits  of  industry  and  economy.  Heuc«  the  revival  of  bi 
is  the  natural  result  of  industry,  economy  and  time  which  have  ( 
by  the  bankrupt  law),  swept  off  a  large  portion  uf  the  debts  and 
barrasKments  of  the  people  created  by  the  disasters  of  past  idl< 
prodigality,  gtuubling  and  banking  operations."  Governor  Tucker 
putn  the  bonds  of  the  State  isKued  to  the  Planters'  Bank  on  a 
footing  from  those  issued  to  the  Mississippi  Union  Bank. 

In  Ills  message  of  January  4,  1843,  Governor  McNutt  inttanatM 
If  proper  Investigation  be  had  that  even  the  Planters'  Bonk  boodi 
be  found  to  have  been  irregularly  issued ;  but  Governor  Tucker  in  1844. 
oonslderiHl  these  bonds,  with  the  interest  thereon,  debt«  of  the  Stat* 
orented  within  the  forms  and  by  the  permission  of  the  fundammtnllav 
of  fho  Stntc,  and  that  g(x>d  faith  to  the  State's  engat- ■  II 

to  tliK  cotiixtitution  rtHiulros  that  the  same  shall  be  pjn 
]oH»t  without  unroajxmable  delay.  Me  also  considers  the  sinking 
of  tlie  Planters'  Bank  and  effects  of  the  Mississippi  Ilailroad  Com] 
which  oro  th«  only  resources  of  tlie  State  except  taxation,  fi>no  a  baH 
dvpaodenoo  for  tlio  pfiynient  of  debts — and  tluTvfuru  ^nrtually  nMOO- 
mMldi taxation  to  {my  tlwsv  Ix^nds  and  other  drhi*  nf  thn  St«tj*  H* 
regardii,  however,  tho  Mississippi  Union  Hiuik  n:  -  of 

bondt  LMUcd  to  it  as  unconstitutional.     SulxMc^qui       .  -  iWB 

alM)  lu  his  mflMagv  wns  in  favor  of  taking  meamres  for  tba  pajtoMl 
of  the  Plantan*  Bank  bnnds ;  but  in  regard  to  thaw  lanMd  to  the 
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Union  Bank  he  takes  the  same  view  as  his  predecessors,  and 
iitiui  that  being  irregularly  issued  they  are  not  the  debt  of  the  State, 
it  Mississippi  has  not  repudiated  her  debt,  but  h»a  simply  decided  at 
the  ballot  box  that  these  bonds  are  not  her  debt. 

It  appears,  however,  from  an  unprejudiced  view  of  the  wholeevidence, 
it  both  the  Planters'  Bank  and  the  Mississippi  Union  Bank  were  con- 
templated aj8  a  means  of  facilitating  busina^  within  the  State  and  the  lat- 
er was  evidently  planned  with  the  intention  of  permitting  every  citizen 
•  participate  in  its  benetits.  The  immense  capital  was  divided  into  shares 
^100  each,  to  which  only  citizens  of  the  State  were  permitted  to  sub- 
it>e  on  the  easy  terms  of  a  cash  payment  of  ten  dollars,  even  the 
tiling  for  this  wan  discretionary  with  the  directors.  In  order  that  the 
Bctors  might  not  be  obliged  to  call  even  for  this  small  cjosh  payment, 
}e  State  furnished  to  the  bank  the  means  of  raising  the  cash  required 
I  equal  its  whole  capital.  If  the  scheme  had  been  carried  out  strictly 
jrding  to  the  original  plan  it  is  plain  that  some  100,000  citizens  or 
more  could  each  have  subscribed  for  a  share  or  two,  and  that  for  the  real 
estate  security  given  by  them  for  their  shares  on  the  security  of  their 
would  have  each  received  a  loan  from  the  fund  derived  from  the 
Je  of  the  State  bonds.  This  plan  was  beyond  dispute  made  legal  in 
:>rdance  with  the  constitution  of  the  State.  It  was  passed  by  the 
^slature  of  1837,  published  as  required  by  the  constitution,  submit- 
to  the  people  who,  with  full  knowledge  elected  another  Legislature, 
rhicb  in  1838  again  enacted  the  same  law.  After  this  measure  became 
,law,  the  Legislature  by  some  malevolent  intention  as  intimated  by 
le  report  of  one  committee,  or  by  some  felicity  as  intimated  by  that  of 
lotber,  parsed  a  supplementary  bill.  It  is  probable  that  the  Legisla- 
the  Governor,  or  none  of  those  concerned,  saw  any  serious  harm 
directing  that  a  portion  of  the  bonds,  which  the  constitutional  law 
authorized,  should  be  treated  as  a  subscription  of  the  State  to  some  of 
»e  st«ck  of  the  bank.  The  original  law  di<i  not  make  it  necessary  to 
le  organization  of  the  bank  that  the  whole  jll5, 600,000  of  stock  should 
be  taken  by  the  people.  The  original  law  only  required  a  subscription 
l|5(Xl,000  when  the  various  other  steps,  appointment  of  directors, 
Itiction  of  President,  notification  of  Governor  and  issue  of  bonds  in 
■oportion  to  txinds  subscribed,  could  be  taken  in  order.  It  is  possible 
le  Legislature  thought  the  process  of  issuing  bonds  would  be  too  slow 
If  it  could  only  keep  pace  with  the  subscription  of  shares  by  individu- 
eucli  of  whom  was  to  execute  a  mortgage  on  real  estate  satisfactory 
the  directors. 


Lboalitt  op  thb  State's  8uBSCRn»noif. 

At  first  sight,  the  feature  of  the  supplementary  act  authorizing  the 
jvemor  to  subscribe  to  $5,000,000  of  st<3ck  wjia  apparently  contrary 
to  the  provision  of  the  law  constitutionally  parsed,  that  the  stock  should 
subscribed  for  by  owners  of  real  estate  in  Mississippi  only.     But  it 
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may  have  been  held  that  the  State  was  an  owner  of  real  estate  in  Mw- 
sissippi,  and  could  therefore  subscribe  for  the  stock.     Doubtlew  too, 
the  individual  subscribers  could  pay  up  their  shares  to  their  full  mJu« 
in  cash  without  any  violatiou  of  the  law,  and  why  not  the  State  wheu  !i 
g-ave  bonds  which  were  equivalent  to  the  cash.    All  this  may  have  set- m«d 
plauMble  to  the  Legislature,  and  convinced  them  they  were  merely  paiM- 
\i\g  a  bill  to  CYplain  and  render  effective  the  original  act.  The  def««cl,  i 
was  a  defect,  eeeiua  to  have  consisted  in  the  fa<!t  that  they  uinde  itl 
pear  that  the  bonds  were  to  be  issued  in  payuient  for  a  sabecriptlon  to 
the  stock,  whereas  the  intention  of  the  original  law  seems  to  have  b«en 
to  have  the  State  give  the  bonds  not  for  stock,  bat  for  a  certain  ^uif» 
in  the  profits  of  the  bunk,  remaining  after  interest  on  bond*  wm  paid, 
and  t'lo  bonds  given  for  stotik  were  not  the  bonds  intended  to  be  givea 
under  the  constitutional  act.     Technic-ally,  therefore,  the  action  in  n^ 
pudiating  these  bunds  may  be  defended.     But  the  aathorities  of  tUe 
State  never  itiipugued  the  validity  of  the  bonds  on  this  ground  untfl 
after  the  failnre  of  the  Mississippi  Union  Bank  and  the  default  in  int«neiL 
In  his  message  of  Januarj'  5,  1841,  Governor  MoNutt  refers  to  lUi 
bank  as  irretrievably  mined,  and  that  it  will  be  hereafter  totully 
ble  to  pay  the  interest  on  the  ^,000,(X)0  bonds  issued  m  1838.     He  < 
not  refer  to  it  as  illegally  chartered,  but  invariably  speaks  of  iu  char 
teras  a  settled  matter.     He  intimates  that  there  may  have  been  ille- 
gality in  the  det«ilsof  the  sale  of  the  $5,000,000  of  the  (!15. 500,000  tamed, 
yet  he  does  not  deny  that  they  were  constitutionally  is-       '        ho  bank. 
He  warns  all  persons  against  negotiating  a  second  f^'.  i<«Dedto 

and  in  possession  of  the  bank,  unless  they  pay  down  for  theiu  in  »pcd« 
in  terms  "  anthorited  by  the  charter  of  the  bank."  In  fact  as  b*  wa* 
the  Governor  who  executed  and  issued  the  bonds,  he  wae  in  mmoo  de- 
gree estopped  from  asserting  any  constitutional  Invalidity.  In  thisuw*- 
aage  he  intimates  that  there  was  a  similar  irregularity  in  the  sale  of  ttis 
Planters'  Bank  bonds,  in  fact  puts  the  bonds  issued  to  both  bankj  on 
a  similar  [outing.  He  advocates  repudiation  in  his  luessagc.  In  July, 
1841,  when  he  wrote  his  letter  to  the  foreign  holders  of  the  bund^,  h« 
still  says  notliing  of  the  supplementary  act,  and  although  he  mentkn* 
it  in  his  message  of  1843  as  being  the  act  under  which  the  boods  «Nl» 
issned,  he  does  not  claim  any  irregularity  in  the  executidu  and  lamt  cl 
the  bonds,  but  only  in  the  negotiation  and  sale  thereof.  He  may  ha** 
been  loath  to  admit  his  own  careleasness  in  the  t  ransaction.  The  Kpoti 
of  the  select  committee  of  the  Leg^slatare  in  February,  1842,  ho»r»w. 
claims  distinctly  that  the  bonds  were  issued  under  the  sole  authority  «^ 
the  snpplementai  act. 

Lkqauty  of  thk  Bonds  Upbkld. 

The  question  of  the  execution,  issue,  neftotiation  and  sale  of  Ik* 
bonds  was  judicially  tested   in  the  courts  of  Miaiiadp{ii,  Id  *  Vumphdl 

•(  111  lw^roc"BHI«l,  Mist.  V..1    I    <-h«f.    11. 
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i(on  Bank  (6  How.),  and  in  Htate  qf  Misaiasippt  vs.  Johnson  (26 
Rep.,  626j.  The  respective  decisions  were  rendered  by  Judge 
liirkf  y  and  Chief  Justice  Siuitl).  In  both  cases  the  law  wus  held  to 
roustitutional  and  the  bonds  binding;  ou  the  St,ate.  The  Legislature, 
However,  took  no  action  toward  the  payment  either  of  the  Union  Bank 
jiids  or  of  those  issued  to  the  Planters'  Bank,  which  were  not  disputed, 
id  finally  a  constitutional  amendment  was  passed  forbidding  the  pay- 
jient  of  any  of  them.  Political  excitement  ran  high,  and  both  Judge 
Jliarkey  and  Judge  Smith  were  accused  of  being  influenced  by  personal 
iid  political  motives  in  their  decisions. 

It  must  also  be  remembered  that  at  this  period  the  ideas  in  regard 
»>  the  effect  of  charters  and  banking  operations  generally  were  vague 
I  crude.     A  very  large  number  of  banks  were  chartered,  and  there 
I  an  almost  equal  number  of  unchartered  institutions.     The  basis 
or  "all  wa>t  real  estate,  and  the  belief  was  that  the  bank  was  a  machine 
wbicb  could  transmute  real  estate  into  a  circulating  medium.     With  a 
eal  estate  basis  it  was  expected  that  the  banks  would  be  able  to  main- 
in  the  credit  of  their  notes  by  always  being  prepared  to  redeem  in 
cie  those  that  were  presented.     Most  of  the  charters  contained  a 
|>rovi8ion  of  forfeiture  in  case  specie  payments  were  not  maintained, 
iovemor  McNutt,  by  proclamation,  declared  the  charters  of  a  large 
number  of  banks  forfeited.     It  was  further  believed  that  on  dissolution 
of  the  corporation  by  forfeiture,  debts  due  to  and  from  it  were  estin- 
lisbed,  and  all  real  estiite  belonging  or  pledged  to  the  institution  re- 
rerted   to  its  original  possessors.     Thus  the  easiest  way  to  settle  the 
igle  of  indebtedness  and  difficulty  that  was  usually  the  consequence 
'of  these  early  banking  oj>erations  was  believed  to  be  to  declare  the 
charters  forfeited.     Thi.s  \iew  was  only  changed  by  legislation,     The 
Jrisooe  bill  Wiis  parsed  by  the  Legislature  to  facilitate  the  disentangle- 
ment of  tlje  ditflculties  resulting  from  the  financial  crisis,  and  Judge 
iuion  appended  an  amendment  which  declared  that  debts  due  to  or 
from  a  corporation  were  not  abrogated  by  forfeiture  of  charter,  and 
proxnded  for  trustees  to  wind  up  such  institutions.     During  this  period, 
abert  J.  Walker,  afterwards  Secretary  of  the  Treasury  of  the  United 
^Btatee,  was  prominent  in  Mississippi  as  a  lawyer,  politician  and  land 
►peculator.     He,  it  is  said,  borrowed  most  of  the  sinking  fund  of  tlie 
^'lanters'  Uank  to  aid  him  in  his  speculations,  ami  when  called  ujjon  to 
iy  the  same,  offered  Mississippi  treasury  warrants  then  worth  but 
!fty  c^ents  on  the  dollar.     He,  however,  always  took  strong  ground  in 
ivor  of  sustaining  the  credit  of  the  State,  and  advocated  the  payment 
>f  tlic  Ix»nd8. 

The  banking  scheme  was  adopted  as  a  means  of  developing  the  re- 
jurocs  of  the  State.  At  its  inception  it  wns  sustained  fuid  thought 
fell  of  by  all.  When,  through  misnuinrigemcnt,  greeil  and  perhaps 
lad,  it  failed,  then  the  majority  who  had  approved  the  inception  of 
plan  tried  to  throw  off  their  responsibility,  because  by  the  ver 
» 


010 


HISTORY  OF  BANKING. 


imture  of  the  scheme  it  bad  offered  opportuoitiee  to  a  graqiiiig  aiiMritjr 
of  wliich  they  had  not  hesitated  to  avail  tbemselrefi. 

In  184U  several  lawa  restricting  banking  were  passed,  probibitiog  nu- 
authorized  banking;  banks  were  reqoired  to  pay  in  specie  and  to  limit 
their  circulation  to  three  times  the  specie  on  band.  The  credit  of  tiM 
paper  currency  was  exceedingly  bad  at  this  time. 

State  Bantu,   18S4-1897. 
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Under  the  present  banking  syrtem  of  the  State  the  bulks  0* 
required  to  lunke  reportii  four  times  n.  year  to  the  Attditofr  of  PoUfc 
Accounts,  under  penalty  of  forfeiting  their  right  to  do  basincm  on  tait 
uro  t«>  coiupiy  with  this  roquireuient.  Thcae  reports  must  bo  pal 
in  some  newspaper  where  the  bank  is  located.  Loans  to  any  a 
son  or  firm  are  restricted  to  one-&ftli  of  capital,  and  the  rrooiring  vl 
deposits  when  the  bank  is  lotown  to  be  ituolTvat  ia  poniainlilo  hf 
imprisonment. 

The  State  and  National  banks  of  Miaeteipfrf  wtO  ccaapan  tv 
with  those  of  any  State  in  the  Union.    Failnna  aoMOg  thctt  have 
exceptionally  rare,  and  they  Iiave  suc«««afully  whhatood  pi 
were  diaaatroos  to  tha  bauka  of  the  ooantry  generally. 
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LOUISIANA. 


March  14,  1818,  Louisiana  bad  authorized  a  subsoription  of  $500,000 
toward  the  capital  of  jl2.0(X),fHJ0  in  the  Louisiana  Stat©  Bank.  The 
State  was  to  appoint  six  out  of  ei(?hteen  directors.  The  bank  was  re- 
quired to  pay  a  bonus  of  $100,000  to  tlie  State,  in  consideration  for 
which  "the  stock  aiid  real  estate  belonguip  to  the  said  bank  shall  for- 
ever during  the  continuance  of  its  charter,  be  exempt  from  the  payment 
of  any  State  tax."    Inasmucii  as  only  8100,000  was  ever  actually  sub- 

tribed,  and  as  both  bonus  and  exemption  from  taxation  were  also  char- 
iteristies  of  subsequent  charters  to  other  banking  institutions,  this 
ink  can  liardly  be  considered  as  a  State  institution. 

^  Successful  OPERATtojfs  op  the  Bank  of  Louisiana. 
April  7,  1824,  the  Bank  of  Louisiana  was  chartered  with  a  capital  of 
000.000.  one-half  of  which  was  subscribed  by  the  State.  For  the 
State  subscription  the  issue  of  five  per  cent,  bonds  was  authorized  at 
the  rate  of  61 0*^  in  bonds  for  every  fSSJ  of  stock,  payable  at  intervals 
of  fn)m  ten  to  t  wenty-five  years  from  their  dates.  These  were  to  be  sold 
by  the  bank  for  specie.  The  interest,  was  to  be  paid  from  the  dividends 
upon  the  bank  stock,  any  deficiency  that  might  occur  being  paid  by  the 
bank  and  charged  to  the  account  of  the  State.  Of  the  thirteen  direct- 
ors six  were  to  be  appointed  by  the  Governor  on  behalf  of  the  8tat«. 
Five  branches  were  required  to  be  opened. 

In  1820  the  General  Assembly  seems  to  have  become  provoked  at 
the  delay  in  declaring  dividends  and  insLsted  upion  the  declaration  of  a 
di\idend  upon  the  State  stock  at  lea.st.  The  difficulty  experienced  in 
controlUng  the  institution  led  to  the  appointment  of  a  seventh  director 
on  the  part  of  the  State  and  an  act  requiring  semi-annual  dividends  of 
jrotlts.  In  1827  the  profits  accruing  to  the  State  were  sufficient  to  per- 
it  iss300,a31  of  the  bonds  to  be  pjilled  in  and  pjiid,  which  was  author- 
by  a  resolution  of  March  24  of  that  year. 
la  1644  the  Treasurer  of  the  State  was  authorized  to  sell  12,000 
iros  of  the  stock  of  the  Bank  of  Louisiana  for  the  purpose  of  raising 
atls  to  pay  the  bonds,  $1,200,000,  falling  due  in  1844  and  1849.  The 
knk  itself  piirchased  the  bonds,  becoming  thereby  obligated  to  redeem 
Vtli  serifs  of  bonds,  which  it  punctually  did.  The  remainder  of  the 
stock  was  also  directed  to  be  sold  in  1844  for  the  purpose  of  meeting 
ler  bonds  failing  due. 

The  UjnoM  Bask  of  Louisiasa. 

In  1832  the  State  incorporated  the  Union  Bank  of  Louisiana,  with  a 
capital  of  $7,000,000.  This  was  an  institution  established  on  precisely 
ttie  same  foundation  as  the  Union  Banks  of  Florida  and  Mississippi 
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mentioned  elsewhere.  The  subscribers  of  the  stock  paid  in  notbtal^' 
merely  giving  a  mortgage  to  cover  the  amoant  of  subscription ;  and  the 
actual  capital  was  derived  from  the  proceeds  of  the  ^.000,000  bonds 
issued  by  the  State  for  the  purpose.  Six  of  the  twelve  directors  were 
appointed  by  the  Governor  on  behalf  of  the  State.  The  State  reserved 
the  right  to  borrow  from  the  bank  l|500,000  at  interest,  and  each  st/ick- 
holder  was  entitled  to  a  credit  equal  to  one-half  the  amount  of  hi« 
shares.  The  State  for  its  guaranty  was  to  receive  one-sixth  of  the  profltn 
of  the  institution.  The  bank  seems  to  have  been  managed  no  bettrr 
than  the  most  of  the  property  banks  of  the  sauie  style  in  opemtioa  in 
other  States,  It  failed  in  1842  with  \ta  assets  in  such  shape  timt  th« 
collection  of  anything  from  them  was  a  slow  and  difficult  matter.  Tbe 
proceeds,  as  reaUzed,  were  turned  toward  the  payment  of  the  interwt 
and  principal  of  the  $7,000,000  bonds  issued  by  the  State  on  behalf  of 
the  bank.  January  18, 1853,  the  Union  Bank  deposited  with  the  Treas- 
urer $21,000  to  secure  the  State  against  any  loss  for  twenty-one  bonds 
not  returned.  These — the  last  of  the  issue — were  afterwards 
and  cancelled. 

The  State  also  issued  in  aid  of  the  ConsoUdated  Association, 
to  the  amount  of  $2,004,000 ;  and  in  aid  of  tlie  Citizens'  Bank  addii 
bonds  to  the  amount  of  $8,000,000,  of  which  $7, 188, 000  were  finally  dold. 
Both  these  institutions  were  upon  precisely  the  same  basis  bb  tho  IJuioo 
Bank,  t.  e.,  the  sale  of  the  bonds  issued  by  the  State  was  to  fombh  thf 
actual  capital,  and  the  stockholders  were  to  secure  their  subecripl 
by  mortgages  on  real  estate.  In  the  case  of  the  Consolidated 
tion,  the  State,  for  its  guaranty,  was  considered  as  stockholder  for 
$1,000,000.  Dividends  were  to  be  declared  only  as  the  bonds  weivpaid, 
and  in  the  same  proportion.  The  profits  till  then  were  to  b«  rvtaiowi 
as  a  sinking  fund  to  meet  the  redemption  of  the  bonds.  Tbe  oaae  tns 
the  same  with  the  Citizens'  Bank,  except  that  the  interest  of  tbe  8tat» 
in  the  net  profits  was  one-sixth,  as  in  the  case  of  the  Union  Bank. 
Both  these  imititutions  were  put  m  liquidation  in  1842. 

By  1858  the  bonds  issued  by  the  State  for  the  Citizens'  Bank  tuul 
been  reduced  from  $7,188,000  to  $6,300,000,  for  which  tbe  State  stlU 
tained  a  first  mortgage  on  the  $14,000,000  real  estate  of  tbe  st' 
mortgaged  by  tliem  to  secure  thoir  stock.  In  the  years  1842-1848$!, 
000  bad  been  raised  by  assessments  upon  the  stockholders.  In  188 
Citizens'  Bank  was  reorganized  upon  an  entirely  new  baslx,  tlir  (B^ 
tinctive  feature  of  which  was  the  separation  of  the  bank  iota  two  d^ 
partments — a  faanldng  department  and  a  mortgage  departramL  Ill> 
mediately  tbe  banking  department  a^smned  an  Important  pUoo  «BMa|r 
the  banking  institutions  of  the  State — its  circulation  reacblii(r  $S.(Mik* 
000  by  January.  1860. 

Tlie  State  deflnit«ly  renounced  the  banking  boalneH  In  Its  eoaatito* 
tion  of  1852  by  the  clause :  ' '  The  St«te  simll  not  subscribe  for  the  *oek 
of.  nor  make  a  Ioad  to,  nor  pledge  lt«  Ui\t\\  fitr  fli«  it<tii»t1t  ni  nr.r  mw- 
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poration  or  Joint  stock  company  created  or  established  for  banking 
parposee." 

From  the  following  table  eari  be  gathered  something  of  the  course  of 
these  banks  in  respect  to  their  circulutiou: 


CircxdalUm  Cirrttiaiinn 

Datb.                      LoutoUin/i  Bank.  Union  Bank. 

July.  1335 9751,087.00  $L,t»,(MB.«> 

Jan.Zi,  1837 841.1W.(ffi  1.47B,«4fi.0O 

Bee.  33, 1837 ,         3W,niHU»  1,6<M,5WI,0I> 

I>e<;.a.lSa8 UI,T12.(»  0OT,41O.O(J 

Oct.  21, 1830 em.taai  fB8.4TO.oo 

Feb.  1,1»4() Ml.747.60  994.6a0.<« 

I>ec.5,i84U. aS7,55».00  tWl.ai».00 

Mar.  at,  1842..,. S7A,?rT.50  447.170.00 

Jaii.1.1843. 341.2IO.tO  148,885.00 

Jan.  1.  1844..... S7<l,38e.60  flB.n&00 

Jao.  1.1H4&. 776,644.50  80,880.00 

Juue  1.1845 0ge,SS7.50  28,455.00 

ApHl  25,1846. 1.851,500.00  27.010.00 

JaD.,1847 W^mxa  80.850.00 

JaD..l848 l,0n,S«D.O0  88486.00 

Nov„l»4S UM.782.00  88,006.00 

Nov..  1848 1.832,217.00  86,886.00 

l>ec..l880 8a!,MW.OO  86.795.00 

Oct.80.18a2 1.240.484.00  26,520.00 

Louisiana  Bask  Act  of  1842. 


Otrailatltm 
OttUem'  Bantt. 

ia78.110.00 
410,546.00 

lai.se&oo 

428,450.00 
808.7%.00 


M7,l«3.00 
24e,«?5.00 

ii,i:»».oo 

11,051.00 
6,027.00 


The  act  of  1812  Im  generally  regarded  by  experts  as  a  model  one  in 
I  many  respects.     This  opinion  b  expressed  by  Horace  White,  *  who  says : 

"Tbc  State  of  LoutBiana  had  her  full  Hbare  of  bank  miHor>'  In  1887  and  later.  Her 
banks  stu<p«ndL-d  specie paymente,  and  tio  remained  nntil  liHil.  In  that  year  the  State 
paaeed  a  tMnldog  law  wblch  was,  in  nearly  all  respects,  a  model  for  other  8tat«a  and 
oonnlriea. 

Tbc  principal  features  of  this  law  were  the  requirements  (1)  of  a  specie  reetMre 
:]Ual  tx>  nne-tbird  of  all  its  liabilities  to  the  public ;  (U)  the  other  two-thirds  of  its 
liabilities  to  be  repivsented  by  commerciul  paper  having  not  more  tlmn  ninety  days 
to  rtui ;  (3)  all  commercial  paper  to  be  paid  at  maturity  ;  and  If  not  paid,  or  U  an 
extension  were  asked  for,  the  account  of  the  party  to  be  closed  and  his  name  to  be 
flcDi  to  tltc  other  banks  as  a  delinquent ;  (4)  all  bonks  to  be  examined  by  a  board  of 
8tat«  ofBoers  quarterly  or  oftener ;  (5)  bank  directors  to  be  individually  liable  for  all 
loans  or  InTestments  made  In  violation  of  the  law,  unless  they  oould  abow  that  they 
had  voted  oKainst  the  same  if  present ;  (H)  no  bank  to  have  less  than  Ofty  shnrehold- 
ets,  b»vin(i  at  least  thirty  shares  each;  (7)  any  director  going  out  ot  the  State  for 
moie  than  thirty  days,  or  absenUug  himself  from  Ave  successive  meetings  of  the 
lioard,  to  be  deemed  to  hare  resigned,  and  bis  vacancy  to  be  filled  at  once ;  (8)  no 
bank  to  pay  out  any  notes  but  its  own ;  (0)  all  banks  to  pay  their  balance  to  uach 
other  In  specie  every  Saturday,  under  penalty  of  being  Immediately  put  in  liqulda- 
tton  ;  (10)  no  bank  to  purchase  its  own  shates  or  lend  on  its  own  shares  more  than 
thirty  p»>r  cent,  ot  the  market  value  thereof. 

This  law  had  one  feature  which  cannot  be  approved.  It  allowed  some  loans  to 
be  made  on  mortgage  security,  but  it  restricted  such  loans  to  the  bank's  capital.  No 
port  of  the  deposits  could  be  lent  except  on  commercial  pai>ermaturiug  within  ninety 
days.  I  judge  that  not  many  mortgage  loans  were  made  by  the  Louisiana  banks, 
•  "National  and  State  Banks:"  "Sound  CurreDoy,"  Vol.  II,  p.  5. 
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since  none  of  them  snspended  in  the  panic  of  1857,  although  most  of  the  banks  of  the 
conntry  were  temporarily  closed  by  that  catastrophe.  Mortgage  loans  are  all  liglit 
in  themselves,  but  they  are  no  part  of  the  banking  business.  I  think  that  the  Loui»- 
iana  Bank  Act  of  1842  was  eminently  scientlflc.  It  was  the  first  law  passed  by  any 
State  requiring  a  definite  amount  of  specie  to  be  kept  as  a  reserve.  The  Louisiaiui 
law  required  no  pledged  security  *  for  the  circulating  notes  of  banks,  nor  did  It  pot 
any  limit  on  the  amount  of  their  issues.  All  this  was  covered,  and  amply  eovend, 
by  requiring  thirty-three  per  cent,  of  specie  against  all  liabilities,  whether  dcfwctls 
or  notes,  the  balance  of  the  assets  to  be  in  mercantile  paper  having  not  taan  than 
ninety  days  to  run. 

Under  this  law,  Louisiana  became  in  1860  the  fourth  State  in  the  Union  in  point 
of  banking  capital  and  the  second  in  point  of  specie  holdings.  I  think,  however,  tbat 
the  requirement  of  a  thirty-three  per  cent,  reserve  of  coin  (or,  as  we  say  now,  of 
"lawful  money  ")  was  excessive,  and  that  the  twenty-five  percent,  in  larger  cities  and 
fifteen  per  cent,  in  other  places,  required  of  National  banks,  is  ample.  It  is  a  matter 
of  history  that  the  Louisiana  Bank  Act  of  1842  was  strictly  and  inteUigently  enfraoed 
until  the  city  of  New  Orleans  was  captured  during  the  Civil  War." 

State  Banks. 


YKASS. 

No.  of 
bankt. 

Loan*  and 
diieountt. 

SpeeU. 

Oaptial 
Hack. 

CtreuioMon. 

j>tpo»at. 

1836 

1840 

1845 

1850 

1866 

1860 

1866 

41 

47 

28 

28 

19 

13 

10 

12 

6 

10 

4 

6 

20 

$37,388,839 
49,138,700 
18,417.669 
18,602.649 
27.142.907 
35,401.609 

$2,824,904 
2,847.497 
8.282.981 
6.979,772 
6,670.668 

12,116,431 

$26,422,146 

41.736,768 

19,670,680 

14,287,620 

20,179,107 

24,496.866 

7.671.800 

7.801.500 

3.792,300 

4.458,198 

2,682,200 

2,130,200 

2,413,160 

$3,114,089 
4,346,633 
2,099,331 
6.069,867 
6,686,601 

11,679,313 

$7,106.6ffi 

5.41S,»0 

8,418.7«t 

8.91ft7(» 

11,688.2»» 

19.777.812 

1870 

1876 

4.449,312 
6,108.888 
4.036,049 
6.235.170 
5.845,302 

9.447 
8,712 
8.617 
8,677 

6, 149.201 

1880 

7.086,841 

1885 

6,816,536 

1890 

7.486,897 

1897 

5,942,957 

RkQUIKKMKNTS  op  the  P^IKSBNT  BANKINO  LAW. 

Banks  of  circulation,  discount,  deposit,  safe-depoeit,  Savings  banks 
and  trust  companies  may  be  organized  by  any  number  of  persons  more 
than  five.  The  minimum  capital  is  $10,000,  the  amount  being  graded 
up  to  not  less  than  $100,000,  according  to  the  population  of  the  place 
where  the  bank  is  located.  Savings  banks  must  have  $50,000  capital 
Shareholders'  liability  is  confined  to  the  extent  of  their  shares.  Capital 
must  be  paid  up  in  full  in  specie  within  twelve  months  after  a  bank 
commences  business. 

*  The  present  law  (1899)  requires  that  circulating  notes  must  be  secured  X)T  ■ 
pledge  of  public  stocks  with  the  Auditor  of  Public  Accounts.  State  bank  notesftre 
not  Issued,  however,  owing  to  the  prohibitive  Federal  tax. 
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"  Every  bank  Is  required  to  have  on  hand  at  all  times,  in  specie,  on 
auionnt  equal  to  one-tliird  of  all  their  other  ca^h  and  liabilities,  and  for 
the  other  two-thirds  of  said  liabilitieK  an  equal  amount  in  specie,  specie 
funds,  bills  of  exchange,  or  discounted  pwper  maturing  within  ninety 
days  and  not  renewable.  Should  the  specie,  specie  funds  and  short 
paper  fall  below  the  proportions  of  the  ca.sh  liabilities,  and  remain  so 
for  a  period  of  ten  days,  it  shall  not  l>e  lawful  to  make  any  loans  or 
^  discoiuit  whatever  until  the  bank  shall  again  have  the  reserve  above 
inlred."* 

All  banks  are  required  to  ntake  and  publish  quarterly  statements  of 
their  condition. 

National  Banks. 
Figures  are  in  thouaaiids  of  doUora. 


TBAB5. 


^5 

I 

Loaitt  and 

AiMCOUHU, 

V.  8. 
boniU. 

Vath  and 
cath  Utm*. 

Captlal. 

»irpttu. 

III 

OtU- 
tandtng 
circula- 
tion. 

•las 

•300 

•2.348 

•500 

•78 

•106 

a 

1,0M 

1,208 

ess 

1,300 

tea 

106 

1.050 

g 

9.108 

8,000 

2.400 

4,760 

397 

800 

3.336 

7 

S,S41 

1,781 

2,139 

3,876 

678 

340 

1386 

8 

0,4S7 

2,S77 

2,378 

S,22S 

1.102 

414 

2,340 

18 

12,419 

3.234 

3,730 

8,426 

1.608 

396 

1.827 

90 

16.001 

1,163 

2,188 

8,936 

2,406 

673 

1,034 

la 

14,316 

1,388 

8,495 

s,iao 

3.786 

622 

748 

indi- 
vidual 

dtpotUt. 


TEXAS. 

The  existence  of  Texas  under  so  many  different  kinds  and  condi- 
tions of  government,  and  the  environments  of  country  and  of  people, 
have  been  such  as  to  leave  upon  every  characteristic  an  impress  peouli- 
l^ftrly  Teian,  and  among  others,  to  make  its  banking  history  unique. 
["he  Texas  we  know  to-day  represents  the  growth  of  the  inherent  f^pirir 
"of  independent  statehood  through  the intennediate  conditions  of  t*paii- 
ish   dependence,  Mexican  statehood,    Texan  independence,    and  fliml 
coalition  with  the  United  States. 

In  this  sketch  it  has  not  been  thought  neoessary  to  go  further  back 
than  to  that  memorable  period  when  the  sturdy  sons  of  Texas,  after  a 
[^struggle  of  unparalelled  heroism,  achieved  independence,  and  despite 
le  armed  aggressions  of  Mexico,  established  and  for  nine  years  main- 
tained an  independent  republican  government,  with  all  the  machinery 
_of  Congress,  courts  and  attendant  tlnancial  complications. 

Texas  shook  off  the  grasp  of  Mexico  by  the  decisive  battle  of  San 
■  Report  or  tbe  Comptroller  of  tbe  Currenc}-,  1303,  Vol.  I,  p.  Hi. 
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Jacinto,  and  came  before  the  worid,  pennileflsaa  to  actual  cash,  but  rich 
in  an  almost  boundless  public  domain,  and  possessing  a  boundless  deter- 
mination. 

FiNABCBS  OF  THR  RKPUBLIC  OF  TBXAS. 

As  was  no  more  than  natural,  the  earnest  attention  of  the  provis- 
ional government  was  turned  to  the  borrowing  of  money  as  the  qnidc- 
est  and  best  means  of  relieving  the  financial  distress.  Indeed,  the  entire 
history  of  the  Republic  is  checkered  with  efforts  to  coin  its  natural 
wealth  into  available  sinews  of  war  with  which  to  maintain  the  liboty 
of  the  country  against  continued  menace  and  occasional  aggreesiiHi  from 
Mexico. 

One  of  the  first  acts  of  the  Republic  was  the  appointment  of  Mesan 
Thomas  F.  McKinney  and  Samuel  M.  Williams  as  commissioners  to  bw- 
row,  in  the  United  States,  a  million  dollars,  with  instructions  to  {dedge 
or  hypothecate  the  public  lands  and  the  public  revenues  for  the  same. 

Subsequently  similar  efforts  were  put  on  foot  in  other  direeticms  and 
from  them  grew  incidents  most  vitally  affecting  the  history  of  the  country 
both  in  its  political  and  banking  life,  incidents  which  though  seiioas 
enough  at  the  time  and  serious  indeed  to  the  people  of  the  BepnUie, 
are  to-day  amusing  in  many  respects. 

Messrs.  McKinney  and  Williams  were  among  the  most  enterininng 
men  of  the  day.  They  gave  of  their  private  means  to  aid  their  country 
and  their  names  are  closely  associated  with  Texas  history  and  with  the 
story  of  Texas  finances. 

Every  available  means  to  raise  the  needed  money  was  employed. 
Borrowing  was  not  the  only  expedient  attempted  at  the  time.  Aside 
from  direct  loans,  the  public  lands  were  the  main  dependence,  thoot^ 
Texas  land  scrip  found  few  buyers. 

On  January  27,  1836,  an  act  was  passed  authorizing  the  issnanoe  of 
one  hundred  and  fifty  thousand  dollars  in  treasury  notes,  aspecifioatioD 
on  tlie  face  of  which  declared  that  they  would  be  received,  in  paymoit 
for  lands  and  other  public  dues,  or  be  redeemed  with  any  moneys  in  the 
treasury  not  otherwise  appropriated. 

Despite  a  depleted  treasury  and  all  other  obstacles,  Texas  continued 
the  fight  against  the  trained  armies  of  Mexico.  The  battle  of  San  Ja- 
cinto became  history.     Santa  Anna  was  captured  and  Texas  was  free. 

The  first  Congress  of  the  RepubUc  of  Texas  met  October  3, 1836,  in 
the  town  of  Columbia,  and  on  the  22d  of  the  same  month.  Gen.  Sam 
Houston,  already  duly  elected  by  the  people,  was  inaugurated  Presi- 
dent. During  this  same  Congress  the  first  step  toward  banking  legisla- 
tion was  recorded  by  the  young  Republic. 

Provision  fob  Organizing  a  Bank. 

On  December  10,  1836,  an  act  was  passed  requiring  the  President  to 
appoint  a  commissioner  ' '  for  the  purpose  contemplated  in  the  tenth 
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of  the  charter  of  the  Bank  of  Agriculture  and  Commeroe, 

ed  to  Samuel  M.  Williama  by  the  Legislature  of  Coahnlla  and 

I,  in  April,  1835,  iu  order  that  the  parties  may  exercise  and  enjoy 

privileges  under  said  act." 

[us  charter  was  granted  under  Mexican  regime,  but  Texas  evidently 

ided  to  revive  it,  and  possibly  to  continue  the  system,   the  next 

pu  of  the  Texas  act  "  authorizing  and  empowering  the  Secretary  of 

treasury  to  negotiate  a  loan  froni  any  bank  or  banks  that  may  be 

plished  in  this  Republic,  of  sufficient  amount  for  the  payment  of 

ist  claims  held  by  McKinney  and  Williams,  against  this  6ovem- 
.  fi 

h 

p  December  16,  1836,  came  "an  act  to  incorporate  the  Texas  Rail- 
,  Navigation  and  Banking  Company  ;"  its  capital  stock  was  Axed 
«  millions,  with  a  permissible  increase  to  ten  millions,  and  grant- 
le  right  of  connecting  the  waters  of  the  Rio  Grande  and  the  Sabine 
•  by  international  cannl,  with  the  privilege  of  unlimited  canal  and 
nd  branches.  The  bank  f eatu  re  provided  that  the  institutioa  should 
o  into  operation  "until  the  bank  liad  a  specie  capital  of  ?1, 000, 000 
In,"  and  it  was  further  pro%'ided  that  the  charter  should  lapse  un- 
k  $25,000  good  faith  bonus  should  be  paid  in  gold  and  silver  within 
een  months  after  the  act  went  in  force.  It  appears  tliat  the  $5,000,  - 
tock  was  subscribed  promptly,  and  the  |I25,000  was  tendered  iu 
|b  treasury  notes  before  referred  to,  which  by  law  were  at  that  time 
rable  for  all  public  dues.  The  Treasurer  issued  a  written  acknowl- 
tent  of  the  tender,  but  refused  to  receive  the  notes.  And  thus 
unbitioos  scheme  came  to  a  halt. 

tie  next  session  of  tills  Congress  saw  no  banking  legislation,  though 
i  was  some  discussion  of  projects  for  the  iitcorporation  of  "a  joint 
;  company  for  the  erection  of  a  hotel  and  bath  house  at  Velasco, 
banking  privileges;  the  same  at  Houston;  the  Internal  Improve- 
i  and  Banking  Company,  of  Texas;  the  Red  River  and  Aransas 
Railroad,  Navigation  and  Banking  Company ;  a  Bank  of  the  Re- 
c  of  Texas." 

uas  flnances  were  at  a  low  ebb.  Audited  treajBury  drafts  were 
li  but  fifteen  per  cent.  Among  other  expedients  was  discussed  the 
Ion  of  banks  founded  on  Texas  bonds.  Henry  Smith,  the  Texas 
lurer,  favored  such  a  plan.  However,  In  opposition  to  his  recom- 
lation,  on  June  9, 1837,  an  act  was  passed  authorizing  the  issuance 
omissory  Government  notes,  receivable  for  all  pubhc  dues,  to  the 
int  of  $600,000. 

A  OOVBBNMRST  BABX  PrOPOSBO. 

Bring  the  third  Congress,  December,  1838,  President  Mirabeau  B. 
tr,  formally  recommended  the  establishment  of  a  National  bank, 
led  on  the  credit  and  resources  of  the  Republic,  to  be  controlled 
Government,  the  directors  to  be  elected  by  joint  ballot  of  both 
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houses,  aiid  the  President  and  Cashier  to  be  appointed  by  ilw  Pnaiideut 
of  the  Republic.  The  "resourcee"  of  Texas,  President  l^juiuir  •••mi 
ceived  to  be  "the  public  doiuain,"  and  tliis  he  proposed  to  plwlKV, 
The  bank  shoiild  be  the  Govt'rninent'B  fls<^'al  of^ent,  a  regulator  of  ei- 
change,  a  bank  of  deposit,  loan  and  discount,  and  a  bank  of  t!«u<'  » 
well,  and  it  "  woold,  of  course,  be  extended  by  branches  establiatuHl  m 
every  convenient  and  suitable  part  of  the  Republic." 

A  bill  to  incorporate  "The  Bank  of  the  Republic  of  Texas,"  In  Pim- 
fonuity  with  the  President's  views,  was  introduced,  discaseed  hotly,  und 
on  January  21,  1839,  was  tabled  by  a  vote  of  sixteen  to  fourteen. 

In  1840  $7,000,000  Texas  bonds  were  "nearly"  floated  in  Ftmv*, 
whicli  local  history  says  was  to  be  used  in  the  establishment  of  »  Na- 
tional bank,  but  fortunately  negotiations  were  br«jken  off  befoff  tliif 
final  arrangements  were  completed,  and  the  loan  was  never  crti- 
summated. 

Nkootiations  Upsbt  by  a  Hrrd  of  SWIXK. 

While  negotiations  were  pending  in  France,  Fate  was  flgbtitiga^sim* 
them  in  Texas,  in  the  shape  of  a  herd  of  swine  owned  by  an  Aoitio 
hotel  keeper.  The  French  Minister.  M.  de  Saligney,  had  a  fine  bor»» 
The  pigs  found  their  way  into  the  stable  and  ate  the  corn  dropped  fi«u 
the  manger.  The  French  servant,  driving  them  out,  killed  on*.  Mr 
Bullock,  tlie  owner  of  the  pigs,  at  onoe  registered  his  reseottuent  by 
giving  the  servant  a  sound  thrashing.  M.  de  Saligney  complained  tt' 
the  Texas  Government.  Mr.  BuUock  was  arrested  and  peudiuit  ^^ 
was  released,  with  the  Secretary  of  the  Texas  Treasury  on  hb  booil 
M.  de  Saligney  happened  in  the  hot*l.  Mr.  Bullock  ejc«cted  him. 
Another  complaint,  another  arrest  and  another  rcle«i*e,  with  tl>e  Tt»«* 
urer  as  bondsman.  The  matter  had  by  this  time  grown  from  it»  llr< 
proportions  as  a  personal  disa^p-eement  and  became  a  matter  r>f  pubti" 
importance.  It  was  everywhere  diiscussed,  in  the  newspapers,  on  tk* 
streets  and  in  Congress.  Everyone  nplield  Mr.  Bullock  and  hi»  1^ 
The  Government  actually  sent  to  France  and  asked  the  recall  of  lb/ 
French  Minister.  Thus  the  thuig  became  of  international  nratnmt 
It  happened  tliat  M.  de  Saligney  was  closely  related  to  the  Frmch  Mlo- 
ister  of  Finance,  with  whom  rested  the  consummation  of  the  loan  whieb 
was  to  lift  Texaa  out  of  her  Bnancial  troubles  and  put  Hit  Niitlceal 
bank  on  foot.  Negotiations  were  abniptly  broken  off.  What  th*  iv- 
suits  would  have  been  had  that  loon  been  made,  one  can  oaly  mmjofCurr: 
but  a  weU-poeted  writer  of  the  day  says  that  as  "the  geeae  aar«<d  BooA 
so  Mr.  Bullock's  pigs  saved  Texas." 

Tbxas  Aknkxed  to  thk  I  xitkp  statks. 

The  Hnanoes  of  the  young  n*publlc  continued  to  b«  ■  aoan* 
worry  to  the  Texas  patriots.     Meantime  private  nwalpuUtiuo  ol  ll 
stock  of  the  Texas  Railroad.  Navigation  and  Bankini;  Ca,  netted  «• 
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3,000  to  private  speculators,  bat  the  enterprise  Iteelf  never  material- 


On  March  1,  1845,  the  P^resident  of  the  United  States  approved  a 
joint  Senat«  and  House  resolution  for  the  annexation  of  Texas,  and  on 
July  4.  1845,  the  people  of  Texas  assented  to  tlie  proposed  annexation, 
and  adopted  a  State  constitution  which  was  approved  October  2,  1845. 
Repudiation  and  scaling  of  State  liabilities  were  discussed  at  length ; 
laws  looking  in  that  direction  were  parsed,  and  Anally  an  act  was  passed 
cutting  off  interest  on  all  debts  of  the  old  Republic  after  July  1, 1850. 


Evolution  of  Texas  CrRiiBSCT. 


t 

^K     As  a  Mexican  State,  Texas  currency  was  gold  and  silver,  and  occa- 
^Bk>nal  notes  issued  by  banks  in  the  United  States.     The  population  was 
small  and  currency  scarce,  Almonte,  the  Mexican  historian,  recording 
the  fact  that  not  ten  per  cent,  of  all  sales  made  were  for  cash.     He 
BBjrs:  "  Purcliasea  are  made  on  credit,  or  for  barter,  which  gives  the 
^■puntry,  in  its  trading  relations,  the  appeanince  of  a  fair." 
^1    One  medium  of  exchange  of  this  period  lias  gone  down  to  history 
(W  the  "  hammered  dollar."    Mexico,  emancipated  from  the  rule  of 
^^pain,  retained  a  considerable  amount  of  Spanish  silver,  and  this,  in 
I^Bie  fonn  of  dollars,  remained  in  circuhition,  though  with  the  royal 
^Tfflgy  battered  out  of  all  recognition  thereon,  by  au  official  "  hammer- 
ing," which  served  the  double  purpose  of  testifying  the  Mexican  senti- 
ment toward  Spain  and  also  put  the  coin  in  condition,  by  the  defacing 
of  ita  stamp,  so  that  It  "  remained  at  home."    After  the  breaking  oat 
of  the  Revolution  "  hammered  money ''  was  to  a  great  extent  di.>;placed 
by  bank  notes  from  the  United  States,  but  the  shaky  condition  of 
these  banks  In  t)ie  '30's  made  them  a  treacherous  medium.     Shinptas- 
ters  and  fractional  currency  were  issued  at  ijitervaJs  between  1837  and 
1840.     Treasury  drafts  for  irregular  amounts  sometimes  figured  as  cur- 
icy,  bearing  a  promise  of  ten  per  cent,  interest.     In  1838  a  series  of 
j-intereet-bearing  treasury  notes  were  issued.     These  were  partially 
int«d  in  scarlet  and  were  familiarly  known  aa  "red  backs."    They 
ere  never  worth  more  than   37*^   per  cent,  of  their  face,   and  in 
they  were  worth  but  two  cents  on  the  dollar,  and  were  often 
Itogether  refxised. 
The  natural  temperament  of  the  pioneer  Texan  was  favorable  to  the 
tiest  flights  of  financial  fancy,  and  numerous  remarkable  schemes 
ere  entertained,  but  the  tremendous  bank  explosions  occurring  in  the 
lited  States  early  in  the  history  of  the  Texan  Republic  appear  to  have 
idered  them  cautious,  for  the  only  large  banking  scheme  they  actually 
it  on  foot  was  the  Commercial  and  Agricultural  Bank.    This,  inaugu- 
,  wliUe  Texas  was  a  State  of  the  Mexican  Government,  wa.*)  intended 
I  a  bank  of  the  Department  of  the  Brazos.     It  was  to  have  $1,000,0<.10 
capital  in  shares  of  flOO.     When  ^()0,(MjO  were  subscribed  directors 
I  be  chosen.     It  was  to  continue  twenty  years  and  might  have 
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branches.  Interest  at  eight  per  cent,  on  six  months  and  t*n  per  oent 
on  longer  loans  might  be  asked,  and  only  the  capital  of  the  bank  might 
be  responsible  for  its  own  loans. 

Its  operations  should  commence  when  flOO.OOO  had  entered  itfl  TUttf 
and  it  should  be  subject  to  annual  examination  by  an  exeenatin  eoa- 
missioner. 

On  Deoember  14,  1837,  the  Texas  Congress  passed  an  act  prohibit- 
ing the  issue  or  circulation  of  promissory  notes  by  any  person  or  pw- 
sons  m  Texas,  under  a  penal  fine  of  ^  to  $60,  for  every  offence.  Tb« 
tender  of  any  such  notes  in  payment  was  also  prohibited.  Yet  on  Feb- 
ruary 3, 1841,  Congress  authorized  McKinney  &  Williams  (the  Coimiua- 
eial  and  Agricultural  Bank  projectors),  to  issue  their  notes  to  the  amoitiit 
of  $30,000  for  circulating  money,  explaining  in  the  act  that  it  was  doM 
because  McKinney  &  Williams  had  made  huge  advances  to  Uie  Qonso- 
ment  at  an  early  period  in  its  existence. 

This  act  was  followed  by  another  providing  that  "aU  laws  gruitinf 
to  any  individual,  individuals  or  corporations  the  autliority  to  \am 
either  bills  or  promissory  notes  to  pass  or  circulate  as  money,  an?  bewliT 
repealed. " 

Tills  act  deprived  the  Commercial  and  Agricultural  Bonk  uf  tiM 
power  to  issue  and  circulate  its  own  money. 

Banks  PBonrBiTBD  by  thb  Constttutios. 

The  first  constitution  adopted  after  the  admission  of  the  Statf  to 
the  Union  contained  this  clause :  "No  corporate  body  shall  her«aft(T  t* 
created,  renewed  or  extended,  with  banking  or  discounting  pri»lleg»«.* 

That  clause  has  been  an  integral  part  of  the  Texas  constitution  «»? 
since,  with  the  exception  of  the  brief  period  when  the  reeoDBtrDetico 
element  was  in  power,  and  shows  the  effect  produced  oo  the 
Texas  by  their  experience  with  United  Statee  banksu 

There  was  no  bank  in  actual  operation  in  Texas  during  the 
of  the  Republic,  but  subsequently  the  old  Commercial  and 
Bank  was  put  on  foot,  though  no  one  knows  just  how,  for  tbe  pru«Wi« 
requiring  it  to  certify  that  "$100,000  had  entered  its  vaults, 
seem  to  have  been  complieil  with.     However,  it  oommenoed 
in  Galveston  in  1846,  and  at  once  eatablished  a  branch  at  Bi 

Cmcci^TioN  OF  Baa'k  Notks  oir  thb  Cksdit  of  Ixotrwvt 

From  1&16  to  1858  the  banking  nSairs  of  the  State  pnmukmi  i 
teresting  picture.  Texas  laws  contained  drastic  inhibttioDS  f '"■*  Or 
isme  of  bank  notes,  but  the  spirit  of  this  legidatioo  wmt  dmnrdlr 
eraded  as  is  evidenced  in  the  case  of  the  hoow  of  R.  lb  D.  O.  WMk  d  j 
Gahraaton,  irho  about  this  time  put  in  cireoiatian  in  T«zaa  a  luipil 
Imt  of  notes  lasoed  by  t  he  >'orthem  Bank  of  Mlaiflnppt,  at  Hofly  I 
and  endorsed  by  &  &  D.  G.  Mills.  Without  this  leodi 
ironld  never  liave  gained  cnrrenry  iu  Texaa,  aa  the  Holly  Sprtngvl 
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I  recognized  as  of  unstable  character,  while  the  Mills  hooae  was 
>  liohest  ocsnmercial  house  iu  Texas,  and  was  regarded  with  unshaken 
Mence. 

"  Mills'  money  "  became  a  recognized  currency  throughout  Texas, 
different  authorities  estimate  the  aiuount  in  circulation  iu  the  early 
ics  at  fmm  ^0.000  to  Ig30(),00().     This  money  was.  by  the  people, 
generally  held  to  be  "as  good  as  gold,  or  even  better." 

On  February  7,  1852,  the  "State  Gazette,"  of  Austin,  chronicled  the 
ension  of  the  house  of  K.  &  D.  (i.  Milts,  and  a  panic  convulsed  the 
tire  State.     Communication  waa  slow  and   information  unreliable, 
turned  out  better,  however,  than  at  first  reported,  for  this  great 
though  it  had  suffered  losses,  reeupenited  almost  immediately, 
waa  in  cuooetssful  operation  at  the  time  of  the  breaking  out  of  the 
ClvflWar. 

BAJfKISG  DURDfe  THB  RkCOJSSTRDCTION  ERA. 

The  caution  of  the  people  of  the  State  in  regard  to  banking  institu- 
tions continued  to  exert  an  influence  on  Texas  legislation  as  long  as 
Texiujs  remained  in  power,  but  when  the  "reconstruction"  forces  came 
in  their  first  act  was  the  adoption  of  a  constitution  in  which,  for  the 
first  and  only  tbue  in  the  history  of  the  State,  the  bank-prohibiting 
clause  was  omitted.  This  constitution  was  adopted  in  1869,  and  the 
"reocHiBtruction"  Legislature  of  1871  took  advantage  of  the  chance 
offered  and  passed  "an  act  concerning  private  corporations,"  which 
waa  approved  December  2,  1871. 

Among  many  Uberal  provisions  this  act  declared: 

"Any  five  or  more  persoos  may  org&ulxe  themselTes  into  a  Savtngs  usoclatlon, 
and  shall  be  permitted  to  carry  on  the  business  o(  receivlnK  money  on  deposit,  and 
U)  allow  interest  IhereciD,  gtring  to  the  persons  depositing  cn-dit  therefor ;  uud  of 

B> idg  ^m)  gelling  excbaD^<,  gold,  silver,  coin,  bnllioa,  anuurrcat  muoey,  luinds  ot 
United  States,  of  the  State  of  Texae,  and  of  the  city,  county  and  scbo<jl  dititrlct  iu 
ch  any  asaociation  shall  organize ;  of  loaning  money  on  real  estate  and  personal 
ovvdrity  at  such  rate  of  interest  as  may  be  agreed  U[>on ;  and  of  dlscuuntinfc  negotio- 
bli*  notes  and  noteti  not  negotiable ;  and  on  all  loans  made  may  lieep  and  receive  the 
Interest  in  advance.'' 

The  capital  stock  was  limited  to  not  less  than  |t50,00O  or  more  than 
9500,000  in  9100  shares,  ten  per  cent,  to  bo  paid  when  subscribed,  and 
the  balance  subject  to  call.  Each  bank  was  required  to  have  nut  less 
than  five  nor  more  than  nine  directors,  who  should  annually  appoint  a 
President,  Cashier  and  Secretary.  A  nuijority  of  the  stock  must  be 
snbecribed  and  a  certiflcate  of  the  name,  location,  stock,  stockholders, 
and  date  of  organization  made  by  the  President  and  Secretary,  acknowl- 
edged before  a  notary  public,  recorded  iu  the  coimty,  and  a  copy  thereof 
and  of  the  by-laws,  filed  with  the  Secretary  of  State.  No  bank  char- 
tered under  this  law  could  assume  or  retain  any  corporation  or  a^socia- 
naine  already  existing.     Semi-annual  reports  to  the  Secretary  of 


<22 


arSTORT  OF  BANKING. 


"State  were  required.  DivideDds  of  net  profits  were  to  be  declared  each 
first  of  January  and  July. 

In  1873  ther«  was  an  act  of  the  L^islatare  amendatory  of  the  abor* 
act,  by  virtue  of  which  the  corporatioas  formed  thereunder  were  v»Ii- 
dated.  it  appearing  that  the  act  of  1871  had  been  passed  withontu 
enacting  clause. 

It  seems  that  several  institutions  took  advantage  of  the  hiuikiflf 
elaase,  and  th9  Farmers  and  Merchants'  Bank,  uf  Paris;  the  K«d  Riw 
County  Bank,  of  Clarkesville ;  the  Fannin  County  Bank,  of  6onh«ui, 
and  the  Paris  Exchange  Bank,  were  organized  thereunder,  and  reported 
to  the  Secretary  of  State. 

Almost  immediately  thereafter  the  "  reconstruction  "  element  wm 
overthrown  and  "  home  rule "'  restored  in  Tesas.  One  of  tiie  flret  aru 
under  the  new  order  was  the  adoption  of  a  new  constitutian,  and  Se^ 
tion  sixteen  of  Article  sixteen  of  that  instrument  provided  tliat  "^'o 
corporate  body  shall  hereafter  be  created,  renewed  or  extended  witb 
banking  or  discoui>tiug  privileges. "  Through  all  the  chiuige.s  the  Teu» 
constitution  li;i8  since  undergone  this  section  has  been  preserved. 

It  will  be  seen,  therefore,  that  State  banks  in  Texas  have  bMB 
peculiar  and  noteworthy  institutions,  yet  so  far  as  can  be  discovert^!  tb* 
only  advantage  they  possessed  lay  in  the  meager  di^iuction  of  tlMsr 
tinique  character  as  State  banks  in  a  State  where  such  tustitutioiuai* 
expressly  and  repeatedly  prohibited.  OHicitdly  their  existence  has  b«fO 
practically  imknown  at  the  State  Departments,  and  their  M>mi-anfin*l 
report."*  have  caused  a  mild  surprise  in  the  minds  of  c^Ierks  to  whom  tlii? 
have  come  in  the  changing  course  of  official  life  at  the  State  cji{utoL 

No  record  has  been  kept  of  their  reports,  and  the  only  mark  thi-j 
have  made  on  the  pages  of  history  is  the  dedication  of  a  dusty  little  HI* 
lx>x  to  their  use  in  the  Secretary  of  State's  office,  and  an  oooaaiooai  td- 
ereiice  to  them  in  the  office  report. 

The  continued  existence  of  these  banks  is  explained  by  8«oti<» 
eighteen  of  Article  sixteen  of  the  constitution,  which  expready  proridt* 
that  "the  rights  of  property  and  of  action  which  have  been  aoqaind 
under  the  constitution  and  laws  of  the  Republic  and  State  shall  not  bt 
divested." 

Rkports  ov  the  Btatk  BAjrau. 

No  reports  are  in  evidence  earlier  than  18S8,  and  tboMpTHK**' 
show  that  the  Fannin  County  Bank  wa»  the  only  one  with  tflfalv 
reports  on  file  from  that  date  to  July  1,  1898.  Since  the  latter  d«t0  M 
reports  appear,  and  there  is  uo  record  and  no  (ifRcial  information  10 
show  what  has  become  of  the  banks.  From  private  *ouppeBi,  bowtvet 
it  is  learned  that  the  Fanners  and  Merchants'  Bank,  of  Paris,  hOtd 
in  May,  1897.  The  Red  River  County  Bank,  of  Clariieevllki.  h» 
since  been  chartered  as  a  Nut  ion  al  l>ank,  and  the  Puis  £xdian0* 
JBauk  beoamo  a  National  bank  in  1898. 
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The  first  and  last,  aoceosible  »tate:nent  of  the    Fannin    County 
Bank  may  be  found  of  int«reii>t. 

\i- Annual  Statement  qf  the  Condition  qf  the  Fannin  County  Bank, 
December  SI,  1SS8, 

KUOCROBS.  I  LlABILITlBS. 

,«>ddtocounti »7T,M       Capita)  stock  p«m  in 810O.00O 


noes  on  cotton n.flOl 

leaiAte e.us 

ink  bulldinn  and  flztures, (1,480 

Bitiik»tock 3,000 

Due  from  tjunks  and  bankers &0,o7O 

QuhanbMid 07,688 


Total VntSM 


Surplus  fund au.OOO 

CndlvldGd  earnings 1,084 

Due  other  banks I,lg2 

Dcrposita I80,4i» 


Total iaUB.986 


i-Annnal  Statement  qf  the  Condition  qf  the  Fannin  County  Bank, 
June  S,  1S98. 

LL1BII.ITIES, 

Capital  stock 9lon,0QO 

Surplus  fund »,000 

Net  undivided  profits 9,(XM 

Deposits 238,878 

Total 


BwouBon. 

land  overdrAf  ts $176,860 

nildlng  and  Hztuiea. e,78ii 

her  rcalestfflte 4.M2 

i;ks  and  bonds 4,076 

sb  andexchantio..... 170,810 


Total |872,aa0 


t8T2,aW 


In  Justice  to  the  bank  it  may  be  eud  that  this  statement  is  en- 
dorsed under  oath  by  the  President,  as  bein;;  the  forty-ninth  senii-annnal 
itement  filed,  though  not  half  that  number  are  on  evidence  in  the 
eretary  of  State's  office.  The  Fannin  County  State  Bank  became 
National  bank  January  1,  1899,  having  at  that  date  completed 
twenty-flve  years  of  active  business  life  under  its  old  State  charter. 
vaa  the  last  of  the  State  banks  in  any  way  offloially  known  at  the 
[>itol  has  ceased  to  exist  as  such. 

Of  the  old  banking  concerns  put  on  foot  so  many  years  before  the 
par,  local  historians  state  that  the  Commercial  and  Agricultural  Bank 
chartered  for  but  twenty  years,  and  ran  it^  course  in  that  time, 
lessrs*.  McKinney  and  Williams  subsquently  devoting  their  attention 
I  other  financial  enterprises  and  leaving  each  a  reputation  closely  inter- 
3ven  with  the  history  of  the  State, 

When  the  Civil  War  came  upon  the  country  the  great  commercial 
>U8e  of  R.  &  D.  O.  MUIs  had  substantially  diverted  their  large  means 
ray  from  the  banking  channel  of  finances,  and  the  crisis  of  the  nation 
ind  them  with  immense  landed  possessions  and  the  owners  of  over  a 
iiisand  slaves.  From  thenceforth  they  figure  no  more  in  the  banking 
lAs,  of  Texas. 
Immediately  prior  to  the  war  the  demands  for  exchange  were  filled 
the  large  commercial  houses,  many  of  which  were  in  fact  virtually 
ivat«  banks.  Moet  of  the  exchange  at  this  period  seems  to  have  been 
iwn  on  John  H.  Brower,  of  New  York,  and  the  heaviest  drafts  were 
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nodoabtedly  made  by  B.  A.  Shepaid,  of  HonstoD,  and  8.  M.  SwemoD, 
of  Austin.  Mr.  Swenaon  afterwards  removed  to  New  Tack,  where  he 
died  in  1896,  leaving  an  estate  valued  at  about  $15,000,000. 

B.  A.  Shepard  sabeeqaently  became  a  prominent  private  banker  in 
Houston,  one  of  the  foremost,  in  fact,  in  the  State,  and  Is  still  regarded 
as  a  Nestor  in  the  financial  history  of  Texas. 

Among  the  banks  now  existing,  the  Krst  Rational  Bank  of  Hoostoo 
and  the  First  National  Bank  of  Ckdveston  appear  to  divide  hononin 
the  record  for  antiquity,  and  the  bank  of  Ball,  Hntdiings  ft  Ga,  of 
Galveston,  also  ranks  among  the  celebrated  Othumwi^i  institiitioQB  ti 
the  State. 

After  the  Civil  War  the  banking  history  of  Texas  differed  bat  little 
from  that  of  other  States.  In  recent  years  National  banks  have  mul- 
tiplied, and  among  the  nameroas  private  banks  which  have  come  into 
existence  are  quite  a  number  styling  themselves  Savings  banks. 

There  Is  no  way  of  getting  statistics  of  these  institutions.  The  State 
takes  no  ofiftcial  cognizance  of  them,  and  no  public  reports  are  required 
from  them. 

There  are  one  hundred  and  ninety-three  National  banks  in  the  State. 
The  Comptroller  of  the  Currency  reports  that  these  banks  have  aggre- 
gate resources  of  186,841,755.26. 


State  Banks. 

YKAKIl. 

^5! 

411 

5 

6    1 
9     1 

*  i 

*  1 

Loan*  and 
diKountt. 

$422,106 

Bpeeie. 

Capital  stock. 

CiroHlation. 

DepmtU. 

1875 

$306,443 
630,000 
761,098 
450,000 
460.000 

$43«.6« 
T5«.1(B 

1880 

845,139 

1,444,712 

798.255 

811.513 

1887 

976,811 

18<.fi  

6<n,M0 

18(t7  .  . 

•46,931 



National  Bani 

is. 

PiKures  lire  in  thousands  of  dollars. 

YE  ARM. 

si 

I.onni 
and  din- 

r.  .s. 

bondt. 

rath  arid 
eath  iteiiu. 

Capital. 

Surplui. 

mult. 

vidfU 
profits. 

1     Out. 
[tlandtna 
'  eireula- 
\     Hon. 

I»4i 
dfptnu 

I8(!li 

4 

f'.HI'.l 

S-i:<9 

nM> 

$428 

$4    ' 

$36 

$170 

««ss 

ISTH 

( 

l.iso 

1.025 

609 

925 

180    1 

79 

670 

1.0M 

187S..     . 

11 

l.riOS 

825 

687 

l.O.'iO 

296    1 

76 

53.-) 

1.JH 

lh,s:i 

•l;t 

lO.ti'.iSi 

1.<.127 

2.200 

3.6.'>2 

1.040    ! 

683 

1.462 

8.0IO 

ISh^.. 

KMI 

•JJ.IiS'.l 

;i.o:u 

4.(133 

11.806 

2.777    . 

1.129 

,    2.313 

15.  WJ 

is!i:i. 

'J-- 

•I  J.s-.'s 

.■..r.4'.i 

(!.»(>  I 

23.596 

4.938 

2.333 

,    4.611 

25.T1S 

IMI-i  . 

li'ii 

■»'.'.s;<s 

r..io7 

7.IKH> 

19.205 

6.230    ■ 

a.l71 

1    4.419 
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The  first  recorded  act  of  the  first  Legislature  of  the  State  of  Arkan- 
l-flas,  passed  in  1836,  and  approved  by  ftovenior  J.  S.  Conway,  October 
26  of  the  same  year,  appears  upon  the  statutes  as  "an  act  to  establish 
the  Real  Estate  Bank  of  the  State  of  Arkansas." 

The  law  provided  that  the  bank  shoald  have  an  "original"  cash 
capital  of  $2,000,000,  and  as  the  State  had  no  such  fabulous  sum  to  start 
the  business  with,  it  was  arranged  that  the  amount  should  be  raised  by 
loans  or  negotiations  on  the  security  of  real  estate  at  its  cash  value, 
with  the  guarantee  of  the  public  credit,  in  the  issuance  of  §2,000,000 
bonds  by  the  State  in  favor  of  the  bank  and  transferable  by  the  en- 
dorsement of  the  bank  President  and  Casliier,  These  bonds  were  sup- 
posed to  be  paid  by  the  bank,  but  the  State  was  their  surety. 

There  was  to  be  established  a  principal  office  in  Little  Rock,  and 
branches  in  Washington,  Cohiiubia  and  Helena. 

AU  citizens  of  the  State,  bonajlde  land  owners,  were  eligible  to  sub- 

fribe  for  the  stock,  their  subscriptions  to  be  seonred  by  niortgnge  and 

)nd  at  least  equal  to  thestock  subscribed.     Subscriptions  were  limited 

to  300  shares,  and  subscribers  were  entitled  to  a  credit  of  one-half  the 

amoant  of  stock  subscribed  for  by  each. 

Subscription  books  were  to  be  opened  the  fol  lowing  March  for  ^,  250,  - 
000  of  stock  in  shares  of  tlOO  each,  to  be  divided  equally  between  the 
and  branch  offices. 

The  subscription  books  being  closed  the  Governor  was  to  appoint 
vo  directors  and  the  stockholders  to  elect  seven  directors  at  each  of 
the  four  bank  locations,  the  terms  of  office  being  annual.  One  uf  the 
appointed  and  one  of  the  elected  directors  of  each  bank,  with  the  sev- 
eral Presidents,  duly  elected,  should  constitute  a  central  board  to  meet 
in  Little  Rock  and  take  charge  of  the  business  of  the  institution.  And 
thus  was  the  lumbering  machine  put  in  motion. 

I  Bank  of  thk  Statb  of  Akkaksas  Incorpobatkd. 

^B     It  will  be  noticed  that  an  excess  stock  of  $250,000  was  opened  on  the 

^^books  and  subscriptions  were  taken  at  other  than  the  banking  centers. 

^1*1118  may  be  accounted  for  by  the  second  act  of  the  same  Legislature. 

^^rltis  measure  was  an  act  to  incorporate  the  Bank  of  the  State  of  Ar- 

^^an»as,  at  Little  Rock,  with  branches  at  Fayetteville  and  Batesville, 
the  capital  stock  to  be  fl,  000, 000,  to  be  raised  by  the  sale  of  State 
bonds,  loans  or  negotiations  together  with  such  other  funds  as  "  may  now 

I      or  hereaf t«r  belong  to  or  be  placed  under  the  control  and  direction  of 

■Ihe  State." 

^r  This  bank  was  to  be  oondacted  by  a  President  and  twelve  directors 
to  be  appoint«d  by  joint  vote  of  the  Legislature. 

The  bank  wa^  also  authorized  to  deal  in  bullion,  gold  and  silver  coin. 
40 
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and  do  a  general  bank  and  ezohange  baainess.  Notes,  bill&,  or  liabili- 
ties were  to  be  issued  a»  soon  as  950,000  hod  been  paid  into  the  vaolU, 
and  all  loans  were  limited  to  IHO.OOO  to  each  borrower. 

Out  of  the  bonds  issued  by  the  State  in  aid  oi  the  State  Bank  cauii! 
the  notorious  "Holford  bond"  question,  which  vexed  the  Stal*  ior 
many  years.  These  bonds  were  hypothecated  by  the  bank  to  the  <Jhio 
Valley  Trust  Co.,  of  Cincinnati,  ^1,000,000  of  bonds  being 
security  for  a  loan  of  f2S0,000,  Payment  was  made  on  the  loan 
time  to  time,  until  some  $11.'),0<)0  hud  been  paid.  Meantimt<  ilie  boodl 
were  placed  in  New  York  and  re- hypothecated,  until  ereDtually  thff 
lodged  in  the  vaults  of  the  Holfords,  of  England. 

Demand  was  made  for  fall  payment  of  the  face  of  the  boudi  ud 
the  State  resisted.  During  the  rule  of  the  reconstmction  eteoMirt 
the  bonds  were  taken  up  and  fund»1,  but  one  of  the  first,  acts  of  li^i»- 
lation  after  the  reconstruction  element  was  ou^ited  was  their  repadk- 
tion  in  so  far  as  excess  of  the  actual  cash  benefit  derived  from  tbriu  bj 
the  original  loan. 

The  Real  Estate  Bank  was  organized  and  authorized  to  lend  its  fundi 
upom  farm  lands  as  security,  and  the  avenues  for  looseness  of  method 
and  laxness  of  execution,  for  mistake  and  confusion,  afiorded  by  Hm) 
plan  of  its  organization  could  lead  to  but  one  result.  The 
both  these  banks  were  short  and  disastrous,  as  might  have  beea 
pected,  and  the  extent  of  disaster  was  magriiQed  by  the  brevity  of  thdr 
existence,  the  wonder  being  how  so  much  wreck  and  ruin  could  lam 
been  Leaped  up  in  so  short  a  time.  In  the  light  of  their  multiplied 
follies  some  good  may  have  been  accomplished  in  the  l  ■  •vu 

they  pre.sented  to  the  balance  of  the  world  and  to  fur  .oji, 

but  it  was  a  bitter  experience  for  Arkansas. 

After  the  passing  of  the  State  banks  and  prior  to  the  CiWl  Wortiun 
were  no  indlTidual  or  other  forms  of  organized  depotut  banks  in  tli* 
State.  Banking  enterprise  in  Arkansas  had  received  a  blow  fnno  whieb 
it  was  slow  to  recover.  Everything  looking  to  the  establishmeot  ol  • 
bank  was  regarded  with  suspicion  and  distrust. 

At  this  period  such  facilities  as  were  of  actual  ueoessity  in  the  wa| 
of  places  of  deposit,  as  well  as  the  facilities  for  furnishing  exnhan^ 
Wf«e  supplied  by  the  principal  merchants  in  the  leading  towns. 

The  tlrst  regular  banker  iu  Arkaiisas  was  S.  U.  Tucker,  whn  v«»t 
Into  tho  banking  business  exclusively  in  1S65.  His  businesB  wukieat<<d 
Iu  Little  Rock,  and  with  that  city  he  was  identified  tuiCil  hb  dttlh, 
which  tioourred  m  1894. 

Shortly  after  Mr.  Tucker  began  boidneH  for  himself  In  little  Budk, 
ih(*  Iwiiking  bouse  of  Bucksmart  &  Co.  won  started  in  Pine  Blull!,  th( 
iHuinty  Noat  of  Jefferson  county.  Mr.  Tucker  wax  aluo  tDtcrertad  In 
till*  ctiiuNim. 

At  ''i"  !«aiiit<  time  John  J.  Honior,  ..'    '•  nty 

•oA(  «i(  I'luiiity,  and  oite  of  th*«  mu«t  pr<>  )  itak 
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eippi  River,  opened  a  banking  office  at  that  place;  and  then  was 
■.bUshed  the  bonk,  of  Stoddard  Brothers  &  Co.,  of  Little  Rock. 

BKQnrtriso  and  End  of  a  Famops  Bank. 

?he  opening  of  these  banks  was  followed  by  the  advent  of  the  Na- 
io»al  banks,  Mritb  the  Merchants'  National  Bank,  of  Little  Rock,  first 

in  the  field,  and  one  of  the  landiuark.s  of  the  period.  Inaugurated  in 
^^lie  luidi^t  of  the  corrupt  reconstruction  regime^  it  partook  of  tlie  char- 
^Bcter  of  its  environments,  acquired  an  unsavory  flavor,  and  as  a  finan- 
^Htfal  venture  on  a  legitimate  basis  it  was  never  a  success.  At  one  time 
^^Bnring  its  most  flourishing  period  it  had  but  two  genuine  d€>p<:>sitors. 
^H  The  organization  of  the  First  National  Bank,  of  Fort  Smith,  fol- 
■Bowed,  and  in  their  order  the  others  which  have  since  come  upon  the 

field. 

The  fate  of  the  Merchants'  National  Bonk,  of  Little  Rock,  above 

referred  to,  is  a  story  of  more  than  ordinary  interest  and  stands  out 
^^hs  a  prominent  point  in  the  ttnaucial  history  of  the  Southwest, 
^y     The  business,  the  name  and  the  enterprise  of  this  bank  were  taken 

up  by  Logan  H.  Roots,  one  of  the  shrewdest  and  most  successful  men 

of  the  day.     He  moved  it  to  new  and  elegant  quarters  in  the  business 

center  of  the  city — and  with  it  went  the  undesirable  reputation  it  bad 

won  under  the  questionable  matupulation  of  former  days. 

Reoliiuig  what  the  trouble  was,  its  astute  President  had  it  rechris- 

teued,  and  the  First  National  Bonk,  of  Little  Rock,  was  the  result. 
^^With  Logan  H.  Roots  at  it«  bead  and  his  brother,  P.  K.  Roots  asCash- 
^B^,  the  bank  entered  upon  a  career  of  prosperity  which  soon  made  it 
^^ndeed  "the  First "  National  Bank,  not  only  of  Little  Rock,  but  of  the 
^Hntire  State.  The  bank  progressed  and  the  Roots'  wealth  multiplied 
'      antil  Logiui  H.  Roots  was  ranked  as  a  millionaire.     Ill-health  cauie  and 

he  retired  from  active  control  of  the  bank,  and  Horace  G.  Ailis  took 
^bharge. 

^B  The  new  President  was  of  a  unique  character.  He  wa«  formerly  of 
H^ne  Bluff,  where  he  had  been  in  the  bank  of  C.  M.  Neel.  In  Little 
^^Elock  he  figured  as  auditor  of  the  Little  Rock  and  Fort  Smith  Railroad, 

then  as  President  of  the  Gazette  Printing  Company,  and  aft  or  a  brief 
^■bonnection  with  St.  Louis  banking  interests  returned  to  Little  Rock  to 
^Hftke  charge  of  the  First  National  Bank  there.  Various  publio  enter- 
^BriMs  engaged  his  attention,  and  soon  his  name  waa  in  every  mouth, 
^Hls  praises  on  every  tongue. 

^H  A  man  of  prepossessing  personal  appearance,  of  unquestioned  abil- 
^Tly  and  endowed  with  the  dash  of  a  fearless  character,  whether  viewed 

from  a  physical  or  an  intellectual  standpoint,  he  rode  high  on  the  wave 

of  popularity,  and  when  the  crash  came  the  whole  country  was  shaken. 
Logan  H.  Roots  died  in  the  midst  of  a  desperate  effort  to  save  the 

shattered  bunk,  leaving  his  widow  possessed,  even  yet,  of  great  wealth, 
lorace  G    Alli.<«  retired  within  Federal  walls  at  Brooklyn,  N.  Y.,  and  a 
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score  of  promineot  Little  Rock  oannees  men  were  crippled  or  treat  tato 
bankruptcy.  The  recipient  of  executive  clemency,  Horace  G.  Allia, 
returned  to  Little  Bock,  organized  an  expedition  and  disappeared  in 
the  snows  of  Alaska. 

Statb  Has  Ko  Baskiso  Laits. 

As  to  banking  laws,  Arkansas  has  none.  The  State  has  never  pund 
any  since  its  picturesque  effort«  iu  1836.  Of  course,  there  have  beep 
frequent  attempts,  bat,  fortunately  perhaps,  none  of  the  aspiring  toloiw 
have  ELS  yet  succeeded  in  engrafting  their  ambitious  efforts  upon  tbe 
statutes  of  the  State.  Such  attempts  have  multiplied  in  recent  yean 
and  the  public  lives  in  suspense  whenever  one  of  Arkansas'  modem  Leg- 
islatures convenes. 

At  present  there  are  eight  National  banks  and  ninety-eight  6tat« 
and  private  banks  in  the  State.  With  the  exception  of  thirty-four,  all 
these  banks  have  been  established  within  the  paj^t  ten  years.  Tweotf 
years  ago  there  were  but  six  banks  in  the  entire  State  outside  of  Littk 
Rock,  and  there  were  then  only  three  in  that  city.  But  four  of  lb» 
banks  that  were  in  existence  twenty  years  ago  are  alive  to-day. 

There  has  been  organized  but  one  Savings  bank  in  the  State — a  imI 
Savings  bfink  that  has  confined  its  operations  to  that  line  of  *'^*''«^ 
and  that  is  the  Little  Rock  Trust  Company.  With  this  one 
the  banking  of  the  State  has  been  organized  along  the  lines  of  \ 
cial  banks.  It  is  utterly  Impossible  to  furnish  a  detailed  stateiue&f 
the  bank  business  iu  specified  periods,  there  being  no  law  of  any  Iditd 
to  require  reports  from  State  or  private  banks. 

There  is  no  eleariug-houiie  in  the  State,  though  for  some  tlma  tli« 
banks  of  Little  Rock  have  been  giving  weekly  clearances  to  the  eoo 
meroial  agencies.  Neither  in  the  agencies  nor  in  the  banks,  howvw, 
has  any  record  been  kept  whereby  figures  can  be  satisiaotorily  ksd 
quickly  secured. 

The  Little  Rock  Board  of  Trade  has  kept  a  record  of  bank  elou^ 
anoes  since  January,  1895.  This  record  shows  the  clearances  for  JaiMh 
ary,  1895,  $370,295.89;  balances,  ^7, 8M. 03. 

A  comparative  statement  of  the  Little  Rock  banking  bndnc 
piled  from  this  source  is  here  appended. 
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The  baokiog  field  in  ArkannaH  to-day  is  certainly  one  of  whidi  the 
State  may  be  proud,  especially  when  consideration  is  had  as  to  the 
checkered  past.  There  is  no  State  frhioh  for  its  opportonities  has 
more  or  better  banks  than  Arkansas. 


State  Banks. 


YXASa. 


1838. 
1841. 
1845. 
1875. 
1887. 
1893. 
1897. 


^1 


Loantand 
dtteounU. 


»374.7»1 
8,888.694 
3,853,617 
73,112 
610,390 
3,820,647 
2,786,896 


/SpeeU. 


$96,466 

203,818 

36,940 


Capital 
(took. 


$413,106 
8,632,706 
3,003,706 
60,000 
266,000 
1,228,894 
1,342,995 


CHretOatUm 


$8,100 
996,905 
410,443 


DtpcHU. 


$87,243 

146.018 

140,813 

78,346 

593.364 

3.333,188 

3,786,139 


National  Banks. 
Figures  ore  In  thousands  of  doUars. 


YKABS. 

Loam 
and  Ait- 
eownU. 

V.  a. 

hondt. 

C<uK 

and  oath 

Umu. 

Capital. 

Surplut. 

UndU 

vided 

prciflU. 

1^1 

Indi- 
viduai 

1866 

1873 

187a 

1883 

1888 

1893. 

1898 

2 
2 
2 
5 
7 
9 
7 

$244 
229 
274 
1,108 
2.768 
2,194 
2,448 

$252 
266 
326 
467 
616 
260 
817 

$118 
63 
76 
218 
326 
354 
201 

$200 
206 
206 
466 
960 
1,100 
1,070 

$21 
83 
70 
191 
880 
366 

$24 

19 

8 

58 

105 

101 

71 

$180 
183 
184 
297 
369 
225 
226 

$173 
126 
250 
1.097 
2,180 
1,267 
3.150 

KENTUOKT. 

The  necessities  of  the  pioneer  population  were  met  at  first  by  barter, 
bat  little  money  being  in  cumulation ;  then  some  staple  product,  as  in  the 
cane  of  f  ors,  where  the  coon  skin  or  beaver  was  taken  as  the  unit  of  value, 
and  exchanges  were  made  on  that  basis;  later,  when  agriculture  de- 
veloped, some  prime  crops  became  the  medium  of  exchange  and  unit  of 
value.  Inheriting  the  practice  from  Vii^ginia,  where  tobacco  was  for  a 
long  time  in  the  nature  of  a  legal  tender,  receivable  for  taxes,  church 
tithes,  and  the  like,  it  was  given  the  same  function  in  Kentucky ;  not  as 
in  Virginia,  by  law,  but  by  popular  consent  and  practice.  Later, 
there  was  a  system  of  depositing  tobacco  and  other  non-perishable  arti- 
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cles  not  of  ready  sale  in  a  merchant's  wareboase,  for  which  roedpU 
were  gfiveo.  These  receipts  were  assignable  and  passed  readily  in  the 
community,  serving  the  function  of  money.  Another  form  of  cir- 
oolating  medium  was  the  laud  warrant,  which,  by  purciiase  ur  serricr, 
would  be  issued  by  the  State  for  a  stated  nnmber  of  acres,  to  be  local wl 
upon  aoy  of  the  vacant  latid  of  the  State.  These,  being  made  assign- 
able,  passed  equally  with  the  warehouse  receipts  in  business  transac- 
tions, and  were,  indeed,  regarded  as  superior  to  them.  The  amount  of 
specie  in  circulation  was  small  The  decimal  system  of  Jefferson  had 
been  adopted  in  1792,  with  the  silver  dollar  as  the  unit^  at  a  ratio  to 
gold  of  fifteen  to  one.  But  this  was  an  overvaluation  of  sUver  and  tuul 
the  effect  of  retiring  from  circulation,  by  exportation,  the  bulk  of  tJie 
coin  of  that  metal,  which  commanded  a  higher  price  as  bullion  than  at_ 
currency,  and  in  1802,  by  order  of  the  President,  the  coinage  of 
dollars  was  stopped.  The  chief  coin  in  circulation  was  the  S; 
milled  dollar,  with  smaller  French  and  English  coins  and  subdi\'i«iocit 
of  the  Spanish  dollars,  made  by  cutting  into  two,  four  and  eight  pittoaa, 
which  had  their  proportional  values  in  circulation.  There  was  pniod- 
cally  no  paper  money  in  circulation.  The  notes  or  fiat  money  issued  br 
the  general  Government  had  fallen  out  of  cln;tilation  from  depradA- 
tion  or  retirement,  and  the  result  uf  the  issue  stood  aa  a  menaoe  and  • 
warning  against  a  repetition  of  such  experiment. 

Thk  First  Incorporated  Basks. 

Although  the  growth  of  the  new  State  of  Kentucky  in  pnpnllHw 
agriculture  and  trade,  demanded  corresponding  increase  la  cuinaqr, 
the  Legislatore  of  Kentucky  gave  no  encouragement  to  the  eetaUiahf 
ment  of  banks,  doubtless  owing  to  disasters  in  European  banks,  whid) 
had  shaken  confidence  in  such  Institutions.  The  shippers  of  prvOoM 
to  ^ew  Orleans  would  sell  their  cargoes  and  receive  bills  of  exrluui^ 
on  New  York.  These  they  would  take  or  send  by  sea,  and  with  thu  pro- 
ceeds buy  dry  goods  or  other  iiierchandi.se  to  be  sent  by  wugoD  to 
Pittsburg  and  thence  by  water  to  Louisville  or  other  towns  on  tbf 
Ohio.  Under  the  guise  of  establishing  an  uiburauoe  company,  for  th« 
purpose  of  insuring  the  cargoes  of  tlie  Mississippi  a^jrahiuit  a«»eideut  Mod 
loss,  the  Legislature  passed  an  act,  approved  December  6,  180i,  inoor 
p<jrating  the  Kentucky  Insurance  Company,  of  Leiingtuu,  Into  tlM 
charter  of  which  was  clandestinely  inserted  a  clause  investing  It  with 
banking  privileges  of  the  most  dangerous  character.  It  was  antlvorifrd 
to  aoxjuire  and  hold  corporate  pr«>perty  to  the  amoont  of  (130,000,  to 
issue  stock  to  the  aiuouut  of  ^00,000,  and  to  take  and  give  boodv,  bOla 
and  notes  in  the  course  uf  its  business,  and  receive  and  paea  them  \if 
assignment.  But  the  conceived  purpose  of  the  bill  wc«,  afterlt  beaao* 
a  law,  discovered  to  be  the  following  additiomd  claase  ;  "  Andsoobdl 
the  notes  as  are  payable  to  bearer  shnll  be  negotiable  and  aadgnablebf 
dclivt-ry  only." 
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Thus  was  established,  without  due  discussioD  or  the  adoption  of 
n  mature  plan  with  well-guarded  provisiona  against  initial  errors  and 
subseqaent  aiuendinents  uf  still  graver  objection,  the  tirst  bank  of 
issue  and  circulation  in  Kentucky,  entailing  woes  as  dire  as  the  most 
vivid  imagination  could  depict.  Not  only  did  the  bank — for  such  it 
^waa,  despite  its  misleading  name— avail  itself  of  the  power  to  issue  its 
lutes  payable  to  bearer,  but  by  an  amendment  pojssed  two  yearsafter  ob- 
itning  its  charter  it«  incorporators  were  authorized  to  issue  notes  "to 
aiunnnt  due  them,  the  money  in  their  vaults,  the  property,  real,  per- 
anal  and  mixed,  they  may  own,  and  their  capital  stock."  A  more 
icious  and  dangerous  system  of  banking  cannot  be  conceived.  The 
immediate  result  was  to  cause  a  fictitious  prosperity,  to  induce  specula- 
tion, create  large  dividends  and  stimulate  the  chartering  uf  other  banks 
of  equally  as  great  or  greater  objection. 

The  old  Bank  of  Kentacky,  having  no  connection  with  that  of  the 

same  name  now  at  the  head  of  such  institutions  in  Kentucky,  was 

cliartered  by  an  act  approved  December  7,  1806,  and  had  engrafted 

^^upon  it  features  which  were  even  more  objectionable  than  those  of  its 

^Hvedecessor,  in  coupling  the  State  with  its  capital  stock  and  credit  as  a 

^^btoekholder  and  reserving  to  itself  the  right  to  name  proportionally  the 

^Bltrectors,  thus  making  a  political  as  well  as  a  financial  institution. 

^^The  State  had  agreed  to  take  the  notes  of  the  bank  for  all  public  dues, 

h      but,  in  1S08,  authorized  the  bank  to  pay  auditors'  warrants  in  specie 

^Hknd  charge  six  per  cent,  interest  on  the  amounts  so  disbursed,  which 

^Biperated  as  a  discrimination  against  the  bank  paper  and  injured  its 

^^ftredit.    The  financial  crisis  which  followed  the  War  of  1812  compelled 

^^he  bank  to  suspend  specie  payment  and  though  it  resumed  in  1815  and 

continiK^d  in  excellent  credit,  in   the  meantime  the  suspension  led  to 

lurthi-r  tinkering  by  the  Legislature,  which  only  made  matters  worse 

for  the  people.     The  Legislature  authorized  an  increase  of  its  capital 

stock  to  <(3. 000.000,  and,  in  1813,  authorized  any  debtor  to  reple\'y  his 

lebl  for  one  year  if  his  creditor  refused  to  take  his  pay  in  the  notes  of 

lie  suspended  bank. 

Bad  Effkcts  of  thb  Stay  IjAWs. 

This  was  the  beginning  of  that  unfortunate  legislation  designed  to 

protect  debtors  from  the  payment  of  creilitors  wliicli,  for  ten  or  twelve 

fears,  plunged  the  State  into  the  most  di.sastrous  financial  couiplica- 

ion,  bankrupted  her  citizens  by  the  thousands  and  produced  the  most 

iolt'iit  political  agitation.     The  staying  of  debts,  the  effort  to  protect 

Jeblors  from  their  creditors,  became  the  dividing  question  between 

:>litical  pjirties,  and  led  to  the  formation  of  a  new  Court  of  Ap|K'als, 

contending  with  the  old  for  jurisdiction  and  prece«.lenee.  and  for  a  time 

tfatt-ned  to  involve  the  people  in  a  fratricidal  war.     Before  the  stonu 

iliuinatM,  the  theory  of  flat  money,  of  making  money  xaliiable  by 

laking  it  abundant,  was  pushed  to  ita  extreme  experimental  iff>ue,  and 
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its  nanlte  dwnld  be  ft  warning  to  an  modern  theoristi  w1k>  ooDtaad  1 
CoqgreM  or  the  State  can  oreate  money,  or  tliat  aotnething  can  bai 
oot  of  nothing. 

At  the  time  of  the  chartering  of  the  insurance  eompanjr, 
mentioned,  there  wax  mach  hr«tUitj  to  banks,  and  if  it  bad  been  | 
liely  declared  that  the  charter  was  to  i»ermit  the  ineorporatkni  of  i 
iuMitution  with  hanking  powers  it  coold  not  have  been  got  thn^ugb  tliT' 
Trgiilttnie.*  By  1804  the  oversight  had  been  discovered.  Pabtit;  at- 
tentioo  wae  eonoentrated  on  the  institution  by  the  fact  of  ita  paying 
eight  per  cent,  wmi-annnal  dividends,  which  fact  caused  its  atuekfacM- 
ers  and  nipporteis  to  be  denounced  as  a  moneyed  aristocracy.  In  thai 
year  an  effort  was  made  to  repeal  its  banking  privileges,  but  the  bOl  to 
this  effect  was  vetoed  by  the  Governor.  Its  right,  ander  its  charto; 
extended  antil  1818,  bat  in  1806,  the  Legislature  chartered  the  Bankj 
Kentucky  t  with  a  capital  of  tl.000,000.  The  banking  powers  of 
insurance  company  were  interfered  with  and  finally  superseded  by  I 
new  institution,  which,  having  virtually  a  uiouupiily  of  th« 
bosinees  witliin  the  State,  was  in  good  credit,  paid  liberal  dividakdi  i 
in  its  tnrn  inmrred  the  hatred  of  those  who  looked  upon  its  j 
as  a  symptom  of  aristocracy,  incompatible  with  republican  InstitataaM. 

In  1617-18  the  feeling  against  permitting  this  institution  toconthiiw 
longer  to  enjoy  its  monopoly  took  tangible  form,  and  forty  independtut 
banks  were  chartered  with  a  capital  of  (10,00(),0Q0,  and  with  power  to 
issue  theu  notes,  payable  on  demand,  over  and  above  the  specie  in  ttirir 
own  vaults,  to  an  amount  equal  to  three  times  their  capital  stock,  lea» 
their  indebtedness,  and  were  permitted  to  redeem  their  u«>t4!S  itt  the 
paper  of  the  Bank  of  Kentucky.  These  charters  were  insued  tm  Jtoiu 
ary  26,  1818,  but  in  November  of  the  same  year  a  pressure  fur  specie  uu 
the  part  of  the  Bank  of  the  United  States  caused  them  all,  includiu^ 
the  Bank  of  Kentucky,  to  suspend  specie  payments.  Tlie  directors  o( 
the  newly  created  banks  were,  it  is  said,  men  destitute  of  ezpetioaest* 
knowledge  of  financial  affairs,  and  in  some  instances  devoid  of  ooUBOO 
tKMMBty.  During  the  summer  of  1818  the  State  had  be«.'U  flooded  witii 
thair  paper.  The  tendcDcy  to  speculation,  rife  at  this  time,  was  «D> 
ooaraged  by  the  faciUty  with  which  loans  could  be  obtained.  Ill* 
money  >vas  expended  in  all  kinds  of  rash  enterprises,  and  the  aotkat 
the  Bank  of  tlie  United  States,  rendered  necessary  by  its  own  Ii 
of  aeU-preservation  in  calling  in  its  loans  and  presenting  bOk  for  ivT 
domptioa  In  specie,  gave  the  iiupoise  which  caused  thefw  banks  to  eo(> 
lapae  like  bubbles,  carrying  with  them  the  speculations  based  OQ  tbsir 
ImiM.  As  an  Indication  that  the  wealuieas  of  the  newly  obaitorad 
^fj^wlra  lind  mure  to  do  with  their  failure  than  the  severity  of  tha  pns- 
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sure,  tbe  Bank  of  Kentncky  resumed  on  December  10.  The  amount  of 
specie  drawn  from  the  Ohio  banks,  as  stated  in  a  contemporary  letter 
during  the  year  preceding  June  26,  ISIU,  was  about  SCOO.OOO.  The 
branch  bank  at  Cincinnati  called  upon  the  local  banks  for  payment  of 
loans  amounting  to  ^00,000,  in  intitallments  of  twenty  per  cent,  every 
twenty  days.  The  effect  of  the  financial  crisis  wa«  that  every  one  was 
in  debt  and  meana  of  payment  difficult  to  obtain.     In  February,  1819, 

Kie  charter  of  the  Bank  of  Kentucky  was  extended  to  1811,  and  on 
ecember  16  of  that  year  an  act  of  relief  was  passed  over  the  Qover- 
>r"8  veto  to  suspend  sales  under  executions  for  sixty  days,  and  subse- 
lent  acts  extended  the  right  of  replevying  property  taken  under  exe- 
»..ition  to  two  years.  The  pressure  became  greater  and  there  was  a  pub- 
lic outcry  for  relief. 


BAIfK  OK  THE  COMMONWRAXTH  CHAKTBRRO. 


^UC 

I  The  Legislature  of  1820-21,  to  afford  the  relief  so  generally  demanded, 

on  November  29,  1820,  chartered  the  Bank  of  the  Commonwealth  of 
the  State  of  Kentucky,  with  a  capital  of  jS,0<K),000  and  with  branches 
in  each  judicial  di.strict.  it  was  popularly  known  as  the  People's  Bank, 
d  a  supplemental  act,  December  22,  1820,  authorized  the  bank  to  issue 
ating  notes  to  the  extent  of  93,000,000.  The  public  faith  was 
ledged  for  the  redemption  of  its  circulation  and  certain  bonds  south  of 
e  Tennessee  River  were  set  aside  as  a  guarant^'e  fund.  This  paper 
as  not  made  a  legal  tender,  but  was  made  payable  and  receivable  for 
public  debts,  dues  andiaxes;  and  if  a  creditor  refused  to  receive  its 
bills  he  became  exposed  to  the  operation  of  the  replevin  or  stay  law. 
The  notes  were  issued  by  twelve  trustees.  They  were  to  be  loaned  out 
to  the  citizens,  but  the  loans  to  single  individuals  were  limited  to  ^,000. 
H^>ue-half  of  the  clear  profits  of  the  bank  was  set  apart  as  an  educational 
^^pind  and  one-half  of  the  proHts  of  each  branch  was  devoted  to  the  use 
^Hif  some  educational  institution  in  the  district  in  which  the  branch  was 
^Hbrated.  At  the  time  of  the  establishment  of  the  Bank  of  the  Com- 
monwealth the  Bank  of  Kentucky  was  hi  good  condition,  well  man- 
;ed,  paying  its  notes  in  specie  and  its  stock  was  at  par.  By  the  terms 
its  cliarter  the  right  was  reserved  to  the  Legislature  of  electing  such 
nb«jr  of  directors  as  would  insure  the  control  of  the  board.  Fear- 
,g  that  the  exp)erienc*d  and  conservative  President  and  board  of  direct- 
ors, who  had  hitherto  so  prudently  managed  the  Bank  of  Kentucky, 
ight  feel  it  their  duty  to  reject  the  ist^ues  of  the  new  institution,  the 
irlature  exercised  its  right  and  tiuperseded  the  old  Ixmrd  by  men 
ledgvd  to  receive  the  notes  of  the  new  bank  for  debts  due  the  B-ojik  of 
entucky.  This  action  effected  the  ruin  of  the  latter  bank,  depreciat- 
ig  its  stock  flfty  per  cent,  and  compelling  it  to  suspend  spc-cie  pay- 
nts.  Its  charter  was  finally  repealed  by  the  Legislature  on  Decem- 
r  S,  1822,  at  the  same  time  that  it  annulled  the  charters  of  the  banks 
in  1817. 


634 


mSTORT  OF  BANKHfO. 


By  March  22,  1822,  the  notes  of  the  Bank  of  the  CommonvMltih 
had  ftdlen  to  62'^  cents  on  the  dollar,  and  they  continaed  to  fall  in 
value  until  they  passed  at  a  small  fraction  of  tbeir  face  ralae.  aad credit- 
ors were  left  to  accept  a  fraction  of  their  debts  in  full  paymmt  or  ^ 
without  payment  for  two  year^,  running  the  risk  of  new  delayi<  and  Uw 
bankruptcy  of  their  securities.  The  question  of  the  rotiistitutioiwBtf 
of  the  stay  law  came  in  the  meantime  before  the  courts.  The  Judiciary 
of  the  State  were  not  affected  by  the  popular  feeling  which  had  forced 
the  Lefnslatnre  to  enact  these  measores,  and  the  decision  u(  Jwlgv 
James  Clarke,  of  the  lower  court,  was  against  the  oonstitationaiity  bt 
the  replevin  feature  of  the  law  which  the  court  held  interfenxl  with 
the  validity  of  contracts.  This  decision  raised  a  storm  of  popular  fuj? 
and  the  case  was  -arried  to  the  Court  of  Appeals,  where  Jadft«  ClAikt'i 
decision  was  sustained.  Tiie  contest  finally  led  to  the  prwinffli  ol  a  U* 
repealing  the  act  under  which  the  Court,  of  Appeals  was  oreatMl  aad 
the  constitution  of  a  new  court,  but  the  authority  of  the  old  court  to 
ultimately  established.  On  February  11,  1829,  not«8  of  the  Baak  of 
the  Commonwealth  to  the  amount  of  J(300,000  were,  by  order  oC  tb» 
Legislature,  publicly  burnt  at  Frankfort, 

In  connection  with  the  Bonk  of  the  Commonwealth  of  KMiturky 
the  question,  whether  the  biUs  of  this  bank  were  such  bills  of  ovdit  * 
are  forbidden  by  that  clause  of  the  Constitution  of  the  United  Statoi 
which  provides  that  States  shall  not  emit  bills  of  credit,  CMoe  bsfon 
tiie  Unit«d  States  Supreme  Court.  The  charter  of  the  bank  pnrvtdod 
that  it  stiould  be  established  in  the  name  and  in  oehalf  of  the  Cknuacn 
wealth  of  Kentucky  and  should  be  under  the  direction  of  a 
and  twelve  directors  to  be  choeen  by  the  Ijegistatnr«,  and  tat 
that  it  should  be  exclusively  the  property  of  the  Commonwealth.  The 
Supreme  Court  had,  in  Craig  vs.  State  qf  itlssouri,  previoosly  daddni 
that  bills  of  the  State  of  Missouri,  issned  through  loan  offloea  wr«  ob- 
constitiitionnl ;  a  creature  of  the  State,  with  a  capital  subscribed  toUlj 
by  the  State  and  managed  by  State  otBcers,  most  come  under  tb«  muM 
rule.  Further,  all  the  profits  on  the  authorized  issue  of  f3,OOQ,000  al 
circulating  notes  were  to  accrue  to  the  State.  The  question  arose  in  * 
suit  brought  by  the  bank  to  collect  a  promissory  note  which  luul  Item 
discounted  in  bills  of  the  bank,  the  defense  being  no  oousidenuian  gfrw 
for  the  note,  inasmuch  as  the  alleged  consideration  was  In  hdlMof  th* 
bank,  which  were  in  effect  bills  of  credit  issued  by  tb' 
therefore  unconstitutional  and  void.  It  was  further  Iiisim 
act  of  the  Legislature  mcorpnrating  the  bank  was  similarly  drleettrv 
The  lower  court  decided  in  favor  of  the  bank,  and  Uie  defeodaoti  mt 
pealed  to  the  Supreme  Court  of  the  ITnited  Ijtataa,  where  it  wm  ImM 
that  the  act  incorporating  the  bank  was  not  anoonstitatioaalt 
that  the  notes  issued  by  tlie  bistitution  were  not  bills  of  eredltof  I 
State. 

Alitor  the  liquidation  of  thft  '^nnk   of  Keuttirkv  iin«l   R»tiW 
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^oiumonwealth  of  Kentneky,  the  State  had  to  depend  for  paper  money 
the  notes  of  the  branches  of  the  Bank  of  the  Uait«d  States  at  Lex- 
i^ton  aijd  LoimrUle,  and  the  billsof  lianks  located  outside  its  borders. 
The  Dejuocratie  party  was  then  doiuinant  in  Kentuciiy  ajid  had  every 
jnfldenoe  that  Jackson  would  prove  vieturious  ui  liis  conti-st  with  the 
ink  of  the  United  States  and  that  the  National  bank  would  fail  to 
obtain  a  renewal  of  its  charter.  In  anticipation  of  the  withdrawal  from 
ie  Held  of  the  United  States  Bank  the  Legislature  determined  to  estab- 
State  banks  to  supply  the  place  of  that  institution.  In  the  session 
1833-34  charters  were  granted  to  three  banks — a  new  Bank  of  Ken- 
jeky  with  a  capital  of  $5,000,000,  the  Northern  Bjuik  of  Kentucky  with 
capital  of  $3,000,000,  and  the  Bank  of  Louwville  witli  a  c^ipital  of 
.lKM),Of)0— ?13,0{K),000  possible  capital  in  all,  although  the  actual  aggre- 
Ito  paid  in  capital  never  exceeded  §9,030, 000,  It  is  stated  that  |l,  150,- 
of  the  capital  of  the  Bank  of  Louisville  was  subscribed  in  four  days, 
jo-thirds  of  it  by  Eastern  capitalists.  The  Bank  of  Kentucky  was  to 
ive  six  branches,  and  of  its  capital  of  five  millions  the  State  was  to 
Ibscribe  one  million  in  live  per  cent,  bonds,  payable  at  the  pleasure  oi 
be  Stat*  aft^r  thirty  years,  and  one  Qiillion  more  to  be  made  up  from 
le  accumulation  of  annual  dividends,  unless  the  State  should  choose 
to  pay  it  in  sooner.  The  State  tax  on  the  banks  wa^  to  be  not  less  than 
twenty-five  nor  more  than  tifty  cents  per  share.  It  appears  to  have 
been  fixed  at  forty  cents  in  1834.  About  this  time  the  removal  of  the 
jvernment  deposits  from  the  Bank  of  the  United  States  began  to  be 
felt,  and  the  Kentucky  banks  appear  to  have  received  their  proportion 
of  the  deposits  of  pubUc  money  made  with  the  State  banks. 

SusPKsaros  of  Specie  Payments  m  1837. 

The  share  of  Kentucky  in  the  surplus  revenue  distribution  author- 
by  the  act  of  Congress  of  June  23,  1836,  was  nearly  $2,000,000,  but 
iree  ijintalliuents  only  amounting  to  about  §1,500,000  were  received, 
le  Legislature,  in  February,  1837,  decreed  that  this  money  should  be 
tributed  among  the  three  banks  for  the  benefit  of  the  State  on  cer- 
jn  conditions,  the  profits  being  set  aside  for  educational  purposes.     In 
ly  of  thjit  year  the  financial  pressure  became  so  great  from  the  drain 
the  depository  banks  to  pay  the  installments  tif  tlie  surplus  revenue 
»t  the  banks  began  to  suspend  specie  payments.     Up  to  May  8  there 
Sre  352  suspensions  and  business  failures  in  New  York  alone.     Stock 
'  tlie  State  of  New  York  went  down  to  seventy,  and  New  England  Bank 
•k  to  ninety-six.     On  May  9,  10  and  11,  the  banks  of  New  York, 
liladelpbia  and  Baltimore  suspended.     The  banks  of  Pittsburg  and 
Cincinnati  followed  suit,     On  May  18  a  run  commenced  on  the  bonks 
LouLtville  and  lW5,000  was  drawn  out  on  that  day.     The  next  day 
Kentneky  banks  suspended,  although  having  $1,900,000  in  specie 
ist  ^,300,000  in  circulation.     Inasmuch  as  the  United  States  mon- 
I  drawn  from  the  Kentucky  bank.s  to  pay  the  Installments  of  surplus 
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were  redeposited  with  them  by  act  of  Legislatare,  they  did  not  eafFer  m 
much  on  this  accouut  as  banks  in  other  States.  The  saspension  u(  «pe- 
cte  payments  caused  scarcity  of  small  change  and  scrip  and  ^hin  pb»- 
ters  of  small  denominations  were  issued  by  towns,  corporations  and  in- 
dividual!;. Among  others,  the  Maysville  City  Council  itwaed  sevenU 
thousand  dollars  of  scrip  iu  denominations  of  6}  cents,  12^  cents,  tven- 
ty-flve  cents,  fifty  cents  and  i^,  redeemable  in  bank  notes  In  amount* 
of  IS. 

The  State  was  at  this  time  in  the  midst  of  a  scheme  of  internal  im- 
provements, upon  which  about  <!l,0(X),O()O  was  being  spent  annually. 
Tlie  people  generally  were  involved  iu  private  speculatiuus,  based  a|mi 
the  idea  that  the  then  buoyant  pricea  would  be  permanent,  and  both 
public  and  private  credit  had  been  strained  to  the  utmost.* 

Althougli  by  tlie  terms  of  their  incorporation  the  Kentucky  baokl 
by  their  suspension  of  specie  payments  forfeited  their  charters,  the  h^ 
islature  legalized  their  acts  and  did  not  interfere  with  them.  Hony  of 
the  sus]>ende<l  banks  soon  resumed  payments,  those  in  Kentucky  Ib 
August,  1838,  but  in  October  all  again  suspended.  Specie  was  at  a  |b«- 
mium  of  fn>m  eight  to  eleven  cents:,  but  small  change  was  pi 
Kentucky,  dimes  and  half-dimes  readUy  passing  for  \2\  and  6i 
During  the  year  the  Kentucky  banks  lost  {t505,(.K)0  in  specie  and  til# 
Bank  of  Kentucky  suffered  through  the  action  of  the  Schuylkill  Bank 
of  Philadplphia,  which  as  agent  of  the  Kentucky  bank  issued  f  1.299,- 
700  of  its  stock  without  authority  and  witliout  return.  To  meet  ttii* 
loM  the  Legidoture  authorized  tbe  bank  to  set  aside  all  individual  profits 
all  future  Munings  over  amount  required  to  pay  Ave  per  oent.  divi 
dends,  and  all  omoants  whirJi  might  be  recovered  from  the  SchayUuB 
Bank.  Agaiiwt  the  latter  bank  a  judgment  of  |1,SOU,000  was  m\mX- 
ually  recovered,  but  as  tbe  total  assets  of  the  couoem  did  not  exoi«i 
|4iH>.0(iO  tbe  total  loss  was  not  far  from  $1,000,000.  There  woa  «itotl»v 
fWSoral  sus|iension  in  18.*^,  with  tlie  exception  of  a  few  banks 
Bast,  III  1848  the  Kentucky  bunks  re8ume<l  upecie  puymeots.  oi 
time  their  aggregate  circulation  was  (2,800,000,  wliich  wm  gradiiallf 
eiteudtsl  until  in  1S50  it  had  reached  $6,683,000. 

The  latter  part  of  ISll  and  tbe  year  1842  marked  a  period  of  gr«a 
^^n^M'^»^l  distr— i  lo  the  State,  and  heavy  sacrifices  of  property  ««r» 
mad*  duitug  Um  foraed  liquidation  of  debts.  Efforts  to  r>  wtKhMiii  » 
Hank  of  the  Commonwealth  were  doieated,  though  tbe  existinc  baiikf 
worx'  rt-qnmHl  to  eaieud  n'lief.  By  the  close  of  18*4  prospiirity  had  le 
tumtnl  lt>  tho  business  interests  of  the  State. 

Ill  1858  the  S<mthem  Bank  of  Kentucky  was  chartered  by  the  Lit 
Ulntuni  with  a  capital  of  fS, 000,000,  of  which  a  certain  portion  was  l^ 
quln*d  to  bo  sulMoribed  before  the  bank  could  oommenoe  openlieM' 
The  Ittmnaial  difficulties  of  i  hat  period  prevented  tbe  obtalnli^  of  dM 
neceiury  aubwripdons,  and  although  in  1842  the  Legislature  ludiarf 
•"CollIBi'  Ulstorr  of  Kentucky." 
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ie  amount  of  the  requirement  the  charter  remained  in  abeyance  until 
S2,  when  it  was  amended  und  the  bank  went  into  operation  with  a 
'eapital  of  <1, 300,000.     Four  other  banks  with  large  capitals  were  at  this 
time  ('bartered  by  the  8tat«,  of  wliich  two  failed  in  1854.     In  its  session 
tiiat  year  the  Legislature  proposed  to  incorporate  sLs  new  banks,  bat 
Bne  bill  having  been  vetoed  by  the  Governor  the  others  were  not  pressed. 
In  addition  to  the  chartered  banks  there  seem  to  have  been  other  bank- 
ing institations  in  operation  in  Kentucky.     Including  chartered  bank«, 
twenty-seven  failed  in  1854,  but  in  1856  there  were  thirty-four  banks 
and  branches  still  in  operation. 

History  op  thk  Baijk  of  Kkntdcky. 

^^  Of  the  three  large  banks  chartered  by  the  Legislature  of  1833-34 
^^pnly  one  is  now  in  existence — the  Bank  of  Kentucky.  The  Northern 
^^Bank  of  Kentucky  went  into  liquidation  in  1898,  and  in  1899  the  Bank 
^■Df  Louisville  was  merged  into  the  Southern  National  Bank.  High  tajces 
"in  recent  years  liad  greatly  impaired  the  ability  of  these  institutions  to 
earn  satisfactory  dividends.  The  Bank  of  Kentucky  now  has  (1899) 
$1,445,000  capital  and  $1,103,000  surplus.  This  institution  was  ehar- 
^^ered  February  22,  1834.  for  thirty  years,  with  ljiS,000,000  capital,  and 
^^By  the  act  of  February  15, 1858,  the  charter  was  extended  twenty  years, 
^^kid  for  a  farther  period  of  twenty-five  years  on  October  1,  1884.  By 
^fttie  act  of  March  8,  1843,  tlie  stock  of  the  Commonwealth  was  reduced 
'  fronj  $2,000,000  to  $1,000,000,  and  by  legislative  permission  in  1842  and 
1861  the  capital  stock,  exclusive  of  that  paid  for  bythe  Commonwealth, 
first  to  the  sum  of  $3, 700,000  and  subsequently  to  $3,000,000.  The  bank 
as  organized  in  January,  18.S5,  and  bought  from  the  branch  bank  of 
e  United  States  in  Louisville  the  house  in  which  it  has  ever  since  con- 
cted  its  business.  It  was  the  first  building  erected  by  the  Federal 
vemment  in  Louisville. 

SubfiwTiptioas  of  stuck  by  the  Commonwealth  were  to  be  paid  in  in- 
lment«  by  the  issue  of  bonds  or  scrip,  the  bank  being  required  to 
eem  them  without  charge,  out  of  its  dues  to  the  State.  Business  was 
be  cotnmenced  when  $300,000  in  gold  and  silver  bad  been  paid  in. 
The  powers  and  duties  of  the  institution  were  defined  in  the  second  sec- 
n  of  the  charter,  and  were  such  as  were  usually  granted  to  banking 
rporations.     In  additioo  to  the  head  office  at  Louisville  six  offices 
re  provided  for,  and  additional  branches  were  allowed  by  subsequent 
iation.     Notes  were  restricted  at  first  to  denominations  of  $5,  but 
1843  and  1848  power  was  given  to  issue  bills  of  a  less  denomination ; 
e  right  was  prohibited  in  1858,  but  was  again  granted  in  1861.     By  i 
e  act  of  1858  the  circulation  was  restricted  to  the  amount  of  paid-in  j 
capitaL 

Section  five  of  the  charter  provided  tliat  the  bank  should  not  at  any 

0  "suspend,  fall,  or  refuse  payment  in  gold  or  silver  of  any  of  its 

bills,  ur  other  obligations  due  or  payable  or  any  moneys  on  de- 
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posit,"  on  penalty  of  forfeiture  of  its  corporate  privile^;««.  Bat  like 
otiior  bunks  it  suspended  in  1837,  and  the  LegisLatnre  relieved  it  of  th*" 
penalty  incurred. 

The  management  of  the  bank  was  intnisted  t«>  a  board  of  elerM 
dlrectofB,  olght  of  whom  represented  the  stockholders  and  three  tb» 
Coumionwealth  of  Kentucky,  the  latter  appointed  by  the  (Jovi-reor, 
Tlie  President  and  dircctora  were  authorized  to  appoint  a  Cashier  and 
nine  directors  for  each  of  the  brandies ;  but  the  directors  of  the  brsurhw 
were  given  authority  to  choose  one  of  their  own  body  as  President  lod 
to  appoint  a  clerk  and  such  other  officers  as  the  President  and  directan 
of  the  principal  bank  might  direct.  No  dividends  were  to  h>e  de<"|*f«d 
until  there  had  been  accumulated  a  surplus  of  ^i.CiOO  for  vncU  mniion 
ddllara  of  the  capital  of  the  bank  actually  paid  in,  and  the  furpln*  or 
contingent  fund  was  never  to  be  reduced  below  that  ratio  on  nil  »liiek 
paid  for.  Dividends  of  the  profits  over  and  above  this  contingent  fmul 
were  to  be  declared  at  the  principal  bank  on  the  first  Monday  in  Jaira- 
nry  and  July  of  each  year. 

Wliilo  tlie  amount  of  capital  to  be  employed  at  the  principal  bank 
antl  brunches  was  to  be  under  control  of  the  directors,  it  was  pnwidwi 
that  not  more  than  two-flfths  of  the  paid-in  capital  should  be  einploywl 
at  1/ouif  ville  unless  authorized  by  the  Legislature,  and  the  bonds  or 
scrip  paid  in  by  the  Commonwealth  should  not  under  this  provi^donh* 
considered  as  capital  paid  in  until  sold  and  the  cash  received  by  Ui* 
bank.  The  first  8500,000  paid  in  by  ■.ndi\iduals,  companies  and  corpT- 
ntiuns  might  lawfully  be  employed  as  banking  capital  in  <h<«  rit;  irf 
lA^ulsvillo,  the  residue  a.s  paid  in  to  be  employed  in  the  establbhinpnt 
of  branches  until  three-iifths  of  all  the  capital  stock  paid  in  MhutiJd  h*' 
employed  iu  the  branches,  and  thereafter  tbree-tlfths  of  what  should  be 
IMiid  in  was  to  be  used  at  the  branches,  and  the  remainder  in  the  ptin 
tfiiuil  Ixiiik. 

Tairttlon  was  to  be  twenty-five  cents  on  each  one  hundred  doUantif 
iNiid-lii  stuck,  ptLV able  on  the  first  of  July  in  each  year.  This  waatohr 
hi  full  of  till  tax  or  bonus.  The  Legislature  might  increase  or  dlnilnUL 
the  tax,  but  It  was  not  at  any  time  to  be  fixed  at  an  aiuoout  i?n>wirr 
tlian  flfty  cents  on  each  i^lOl)  of  paid-in  capital. 

On  January  26,  1835,  John  I.  Jacob  was  elected  PreaJdeui 
(George  li.  liwnthiuey.  Cashier.  Mr.  Jacob  waa  President  of  the 
bank  of  the  Unite<l  States  at  Louisville  at  the  date  of  the  expintflon 
tlio  olmrtor  nf  the  |)arent  institution.  On  June  17,  at  tlm  r«qitart  ol 
tho  clirivtorK,  the  Prt^ideiit  submitted  a  re{K>rt  outlining  the  policy  irf 
tlu*  bank.  He  favored  a  careful  njstrictiou  of  circulation  audaJvo«t*i 
the  dli«tribution  of  loans  aiaoog  m  large  a  number  of  punetaaltal 
MilvtMit  |N<r«ons  as  practicable. 

The  circulation  of  the  notes  at  this  time  appear*  to  luivn  lnvn  mn- 
finod  t4i  the  State  and  to  Pittsburg,  Wbeeling,  Cincinnati.  MnducaMxi 
lutrtiiillv  thmutfh  Indiana.     SncJt  noto0M  circulated  hi  the  EaAt  had* 
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constant  tendency  to  return  to  the  parent  bank  for  redemption  in  specie 
or  eaKtern  funds.  In  view  of  thin  the  President  recommended  that  the 
resources  of  the  bank  sboald  be  kept  in  an  available  condition. 

A  dividend  of  four  per  cent,  was  declared  on  July  4,  1836,  although 
the  country  was  then  on  the  verge  of  the  crisis  which  culminated  in  the 
.      following  year. 

^B  ORREBAI.    IiTPLATION  OV  BAITK  CraCDLATION. 

I  The  period  immediately  preceding  the  crisis  of  1837  was  one  of  infla- 

tion, tlie  circulation  of  the  State  banlts  having  risen  from  $61,000,000  in 
18.^0  to  1^1411,000.000  in  1837.     In  former  years  a  restrictive  influence  had 
been  exen'ised  by  the  Bank  of  the  United  States,  but  this  institution 
was  now  itself  near  its  impending  end.     There  was  up  to  this  time  but 
little  effective  legislative  restraint  upon  inflation.     In  New  England  a 
^^wholesome  check  waa  exercised  by  the  operations  of  the  Suffolk  system 
^^bf  redemption.     By  section  four  of  the  charter  of  the  Bank  of  Ken- 
^^ucky,  and  similar  regulations  ui  the  charters  of  other  banks  incorpor- 
ated by  the  Legislature,  it  was  provided  "  that  said  banks  shall  not  at 
any  time  owe,  whether  by  bond,  bill,  note  or  other  contract,  an  amount 
exceeding  twice  the  amount  of  the  capital  actually  paid  in,  exclusive  of 
sums  due  on  deposit,"  but  a  large  margin  was  yet  permitted  by  this  pro- 
vision for  an  issue  of  notes  which,  in  periods  of  stringency,  might  be  in 
excess  of  tlie  capacity  to  convert  them  into  specie. 

The  bank  at  this  period  rendered  substantial  assistance  to  a  number 
of  public  iiiipri)veiuent  enterprises.  On  April  14,  1837,  Mr,  .Jacob  re- 
signed as  President,  and  James  Guthrie  was  appointed  for  the  uiiex- 
l^nired  term.  At  the  succeding  annual  election  W.  II.  Pope  was  elected. 
^K  On  May  6,  1837,  the  circulation  of  the  principal  bank  was  ^,430,- 
^BOO  and  that  of  the  branches  $1,505,000.  Though  the  Kentucky  banks 
^Bmspended  on  May  19,  they  had  at  the  time  about  $1,900,000  in  specie 

I  against  $3,300,000  in  circulation  and  might  have  resisted  suspension  for 

II  teveral  months.  A  policy  of  curtailment  was  adopted  and  it  was  de- 
^Hided  by  the  Bank  of  Kentucky  not  to  purcliase  bills  of  exchange  on 
^^uiy  point  without  the  State  of  Kentucky,  nor  to  receive,  except  in  pay- 
ment of  debts,  any  notes  of  banks  outside  the  State.  After  the  storm 
had  passed  these  restrictions  were  relaxed  and  the  bank  began  to  extend 
its  usual  accommodations.  On  February  28,  a  resolution  wa-**  adopted 
to  the  effect  that  the  notes  under  discount  and  bills  of  eschiuigo  should 
not  exceed  $6,000,000,  and  that  the  business  of  the  branches  should  nut 
then  exceed : 

At  Ma}^svlUe 9800,000 

At  Lexlutrton MS,000 

At  Frankfort «SS,00O 

At  Dain-illc ObJIta 

At  Qrccn.uburg' t£Q,O0O 

At  ajwiinff  Green „. aU.UUO 

U  HopklMKVllle 800.000 
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On  August  13,  1838,  the  Kentucky  banks  resumed  specie  pBj 
Financial  troubles  a^^ain  arose  in  1839,  and  on  October  16  Mttre  vm 
another  general  suspension,  resumption  not  taking  plaee  until  Juan, 
1848.  As  usual  the  hanks  were  relieved  from  the  penalty  loetured  bf 
their  suspension. 

The  transfer  agency  of  the  Bank  of  Kentucky  at  Philade^llliA  w 
changed  on  July  30,  1839,  from  the  SchuylkiU  Bank  to  the  Bank  of  tlw 
United  States.  While  acting  as  transfer  agent  there  had  been  bmtd 
from  the  Schuylkill  Bank  sporions  and  fictitious  stxx;k  of  the  Bank  cf 
Kentucky  to  the  amount  in  nominal  value  of  |n, 250, 000.  Thovirw 
long  litigation  over  this  transaction,  the  Bank  of  Kentucky  finallf 
recovering  a  Judgment  for  $1,343,000,  but  as  the  assets  of  the  Bcfanylkffl 
Bank  were  only  $130,000  it  lost  about  91,000,000. 

Tliough  tlie«e  losses  caused  a  hea^^  depreciation  for  a  time  in  tilt 
bank's  stock,  it  rose  again  to  a  premium  in  a  few  years.  Ttiis  «M 
largely  due  to  the  energetic  and  skillful  management  of  Virgil  McKuij^t 
who  was  elected  President  in  1840.  While  occupying  this  poeitiaD  tv 
mode  it  a  rule  never  to  lend  money  without  full  knowledge  of  tb* 
purposes  for  which  It  wtts  to  be  used.  It  was  not  enouj^  for  him  to 
know  that  the  collateral  was  ample  to  secure  the  loon. 

The  act  nf  March  8,  1843,  relieving  the  bank  from  the  penalty 
red  by  suspension  of  specie  pajnnents,  contained  a  provision 
the  biuik  to  make  certain  loans  to  citizens  in  each  of  the  ten  CoOfftf* 
dlstrioto.  These  conditions  were  accepted.  Also  in  acootrdanes  vidi 
the  act  the  bank  in  that  year  surrendered  |1, 000,000  of  bonds  to  tbr 
State  and  reductvl  its  capital  by  a  like  sum.  The  number  of  dlnctff* 
was  reduced  to  eight,  six  to  be  chosen  by  the  stockhoidera  and  tir» 
appointe<l  by  the  State. 

On  May  21,  1846,  the  bank  advanced  |26,0U0  to  the  GoreniartoW 
used  in  transporting  State  troops  for  service  in  the  war  a^ndoat  Vesiaai 

The  bank  now  began  to  experience  great  proeperity,  regulting  (ma 
good  management  and  the  improved  business  ooudltiooa 

At  a  me<>tiiig  of  tlie  stockholders  in  June,  1858,  the  prorUans  of  i 
act  of  Februtuy  16,  1858,  extending  the  charter  of  the  bank  for 
years  from  October  1,  1864,  were  accepted.     A  branch  of  tlie  liank 
established  at  Hickman  by  resolution  of  April  19,  1869,  with  |li 
capital. 

The  panic  of  1857,  wliich  was  severe  in  many  parts  of  the  oastlo^ 
and  which  caused  great  alarm  in  Kentucky,  produced  no  iU  efleela  oo 
the  l>niik4,  nil  of  them  continuing  to  pay  in  specie  even  after  the  N«« 
York  bunks  had  suspended. 

Proposbd  Iscrbask  ok  CmcviiAnoir. 

A  oommunication  from  the  Legislature  dated  January  H,  180, ' 
nddrpMMed  to  the  President  of  the  bank,  stating  that  the  taaaHttm  1 
which  it  had  been  signed  had  been  instructed  ''(ooomiiuuilaiittwllk 
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le  "banking  institations  of  the  State  in  order  to  ascertain  whether  or 

uut  axiy  legislative  action  ia  necessary  to  enable  the  said  bank£  to  fur- 

ali  tt>  tile  community  a  larger  eirculatmg  medium,"  and  requested  the 

jinlon  of  the  ofQcials  of  the  Bonk  of  Kentucky  on  that  subject. 

In  the  absence  of  the  President  two  directors  were  appointed  to  rep- 

it  the  bank.     They  reported  that  the  probable  circulation  of  the 

wasthen  about  $8,000,000.    They  estimated  that  the  entire  bank 

Trculation  of  the  United  States  wjis  ^180,000,000,  and  assuming  that 

_Kentueky   was  entitled  to  one-tbirtieth  of  this,   "she  has  already  a 

irger  currency  than  her  xhare."'    The  bank  circulation  of  Kentucky 

^as  far  ia  excess  of  that  of  either  Indiana  or  Ohio,  though  each  of  tbese 

»t«8  exceeded  Kentucky  in  population  and  wealth.  Tennessee,  about 

a  par  with  Kentucky  in  these  respects,  l»ad  but  83,000,000  of  bonk 

irculation.     The  directors  of  the  bank  further  said : 


*'  FVoni  ihi«c'  comparisons  wi^  dmw  the  infcronoo  tliat  Kentucky  now  ha«  as  large 

^circulating  raalium  a^  cian  be  kept  ulloiit,  and  that  any  attempt  Ui  increase  ila  toI- 

ae  tuast  ruault  in  Its  rapid  return  to  the  banks  for  redompMon  in  gold.    The  (orcgo- 

;  Infereno*  is  fully  coaflnuetl  by  the  actual  bank  movemeul  of  the  prewnt  n^aiion. 

iiring  the  fall  months  this  bank  discounted  paper  and  bought  bills  with  tnuch  libcr- 

Ity.     Wc  presume  all  the  other  banks  of  the  Stale  did  the  same.    Our  circulation, 

I  cotisequence,  for  »  time  ran  up  with  rspidlty.     But  the  notes  would  not  stay  out; 

i-y  Roon  bc^aa  to  pour  back  faster  than  they  had  been  Issued,  and  in  spite  of  our 

lOBt  efforts  the  circulation  of  this  State  In  now  at  a  lower  point  than  at  any  time 

uce  the  panic  of  1.*S57.    The  present  contraction  inflicting  such  severe  preesure  on 

I  public  ia  therefore  in  no  degree  due  to  an  unwillinflrness  on  our  part  to  increase 

lies,  but  has  followed  persistent  efforts  to  increase  them." 

pgarding  the  measures  proposed  for  relief,  which  were  substan- 
tially confined  to  the  suspension  of  specie  payments  and  an  increatfe  of 
Ivtnking  capital,  the  directors  said : 

't)r  sU.s)>en!;iou  an  immediate  and  disastrous  result  would  b«  the  destruction  of 
high  credit  tliai  our  money  now  enjoys  in  the  neig^hboring  States,  and  its  instant 
lum  for  redemption  In  witne  shape.    This  redemption,  which  could  not  be  refused 
llliout  ruinous  depreciation,  would  hamper  the  banks,  exhaust  their  immediate  n?- 
and  paralyse  further  efforts  to  relieve  home  nocessiile*.    *    *    » 
Dndly,  will  an  increase  of  banking  capital  enlarge  the  eireulating  medium  of 
)  T    Pohtical  ewjnomy  teaches  that  the  volume  of  a  currency  which  a  country 
I  mul&in  is  not  an  accidental  or  uulitaited  quantity,  but  is  controIlc<l  by  ecoDomic 
^m,  and  depends  on  the  public  wealth,  credit,  industry,  commercial  activity,  and 
productive  forces.    Of  course,  whenever  the  circulating  medium  consists  in 
:  of  cr«dlt  in  the  shape  of  paper  money,  an  adequate  capital  as  well  as  skillful 
1  honest  bank  management  ore  requisite  bases  on  which  the  public  confidence  may 
IMMH-..    But  these  buses  being  granted,  the  amount  ol  money  that  can  be  kept  in  cir- 
ktlun  win  depend  on  the  circiUnM(ance«  above  enumerated. 
A  c<iiup«nitive  statement  of  the  banking  capital  and  circulation  of  this  State  for 
nomo  of  the  last  years  will  illustrate  our  position : 


Capital 

C'lrcnlatloii 
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igeo.           isei. 
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1»,485,5W 

14,84fi,»10<J 
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OompuInK  1801  with  1867: 

Cnitltol  hM  Incnwaod 

Circulation  bM  deonwed. 

Compurtsdvltbiase; 

i'Miliiil  linn  liii'ri<«i(«d 

Clnmlatlon  Una  dvcreiwed. 

ContporiHl  with  IHOO: 

C'lipltul  liiia  IncroiiBed..... 
C'lrcnlntloti  liua  denreaaod. 


**••>•••«« 


ijBijm 


fl^V"' 

4,a>.cH 


r«,iH 


I*riivliiK  tliikt  In  tlilH  8tiiU«  the  IncnMse  of  baaking  (*piui  Um  txA  tatm^A  tl» 
olronlittliiK  niiKlliim.    Tin;  ntatlstice  of  otber  commanitk*  cxhititt  the  Maw  ivaokk. 
Wr  ililiik  tlicn<  Im  iiu  further  legislation  needed  In  regard  to  the  imamm  <ii  >te 

vltvulitiliiK  ni(«11uin." 

DiHTtlRBAXCKS  ISCIDBHT  TO  THB  ClTTI.  W&B. 

In  October,  1861,  the  Legislature  aatborized  any  principal  bank  to 
HUxptMul  t<>niporHrily  any  branch  when  from  the  proximity  o(  die  io- 
vitdorM  uf  tUo  State  it  was  connidered  unsafe  to  continue  baafaMa  n* 
Imnkn  nf  ifwue  imvluK  consented  to  loan  to  the  citLeens  of  the  8t>tt 
9l,0(i0.iKK),  to  Vio  governed  by  the  act  of  1&43,  tlie  Legislature  pasxd 
mi  act  on  March  8,  18C2,  relieving  the  bankx  from  the  penalties  loT^n*]fm- 
rtlmi  uf  eip<H.>le  payments  and  authorizing  them  to  pay  out  United  Stat 
lognltendcr  notes, 

The  IwnkA  of  the  State  having  agreed  to  loan  the  Ml"  '"  >.utl ' 

the Stat««^,(HK),000  In aiuountH proportionate  to theirn  .ip<l 

till'  dirtH'tor«  of  tin*  Hank  of  Kentucky,  on  October  11,  Ibtjl,  plae*d 
4i:iiHl,0(NI  to  tlio  orotlit  of  the  State  Tn>a.'airer  for  the  luw  of  the  buard. 
Owing  to  the  disturbances  Incident  to  the  war  raveral  brmDehn  of  tbr- 
tviiik  wore  cloNctl.  and  in  January,  1866,  a  resolution  was  paased  to  di^ 
(Hintinuv  all  branches  eiocpt  the  one  at  Frankfort,  and  this  policy  **» 
«'«rried  otit  In  thr»>e  or  four  years.  The  bank  ceased  to  perform 
fitnotlonK  iif  a  Ixivnk  of  issuo  with  the  tuking  effect  of  the  act  ttuf 
at4ixuf  t)<n  |MT  rent,  on  Htate  honk  circulation.  In  1872  Mr.  MrKnigfat 
waa  succctHlitl  o-M  I'nxudent  by  Henry  A.  Griswold,  and  a  mMtloliM 
wiu  adopttM)  In  1S7S  to  Invoxt  the  surplus  in  United  States  buoila.  Mr 
tiriswold  died  on  I>«ccinbcr  HO,  1872,  and  in  May  of  the  fullowing ; 
ThoniM  li.  Harrt^t  wna  «l«ot4'd  to  Kucoeed  him  u.n  Prettideut. 

Th«i  eflvcts  of  tlic  iNinir  of  1873  were  severely  felt  lu  l^uisrille 
tflMtwlwrw,  but  I'rt'Mdent  Karret  op(><med  the  suspeuHiou  uf  cnmsttj 
ItAViuents  by  the  tiank.  On  Septenii^T  2i)  he  submitted  a  vtatonait ol 
lh«t  condition  of  the  bank,  with  an  expression  of  his  full  coofldtne*  \M 
Its  ability  to  pay  nil  chuiuit  ngnimit  it,  and  "its  el«ar  doty  not  tosa»- 
|M<ii.(  lit  of  nnyiliiug  or  in  any  respect." 

I  ,  li  o(  th<>  Hunk  of  Keutueky  would  be  inooiuptet«  wttfcoal 

nieutiiin  «i(  it^oonlorfd  |K>rterand  messenger,  Carey  Logan.     Ileeotcnd 
lhr>  ••^rv  !■<«  <if  the  Imnk  in  1841.  being  then  adave.  and  oalthnd  arm 
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Dfflcer  and  director  connected  with  it  at  that  dat«.  He  waa  devoted  to 
the  institution  and  his  pride  iu  it  knew  no  bounds.  The  only  occaaioti 
on  wliich  lie  was  Isnown  to  murmur  was  when  the  offices  of  the  bank 
were  being  altered  and  improved.     The  old  man  then  shook  his  head 

Sand  muttered  disapproval  of  modem  iDnovation.  In  1892,  at  the  a|^> 
of  eighty  years,  he  was  incapacitated  for  service,  but  he  was  continued 
on  the  pay  roll  of  the  bank,  and  in  addition  the  President  was  author- 
ixed  to  pay  fifty  dollars  a  month  for  his  comfortable  support.  The  reso- 
Intions  spread  upon  the  minutes  of  the  bank  at  his  death,  which  occur- 
red December  21,  1893,  contain  the  following  tribute  : 
I  "  It  1^  a  remarkable  fact  and  worthy  of  official  record,  that  although  he  oonid 
neither  read  nor  write,  yet  for  years  prior  to  the  organization  of  the  cleariuK-hoTiae, 
he,  as  the  bank's  mewsengrer,  collected  from  other  banks  and  morehants  of  the  dty 
money,  checks  and  draft.s  in  amounts  a«i?Tejn>tlng  millions  of  dollars,  without  the  loss 
of  a  cent  to  the  bank  or  a  mistake  of  any  kind  which  was  ever  discovered." 

The  foregoing  facts  in  relation  to  the  Bank  of  Kentucky  are  from  an 
interesting  "History  of  the  Bonk  of  Kentucky,"  by  Oen.  Basil  W.  Duke. 

1^^  Thk  Lotns\'rLLB  Clkaring-Hocsk — Crisis  of  1890. 

^f  The  Louisville  Clearing-House  was  organized  November  24,  1875, 
'  and  began  operations  January  3,  1876.  In  the  summer  of  1890  the 
usual  monetary  stringency  caused  by  the  demand  for  currency  to  move 
the  crops  was  considerably  increased  by  the  extraordinary  volume  of 
products  in  that  year,  especially  the  cotton  crop,  which  was  the  largest 
evex  grown  in  America,  and  was  aggravated  by  some  popular  appre- 
hension due  to  change.s  m  the  tariff  schedule.  While  nothing  in  the 
nature  of  a  flnaneial  panic  was  the  result,  there  was  yet  much  uneasiness 
entertained  by  banks  and  business  mon  generally,  and  preraiution  was 
Jeemed  necessary  to  avert  possible  disaster.  The  banking  institutions 
Louisville  united  through  the  clearing-house  association,  and  at  a 
leeting  on  December  6,  1890,  a  resolution  was  unanimously  adopted 
for  tlie  app^jjntment  of  a  committee  to  pass  on  applications  for  relief 
iU)d  to  extend  such  aid  as  might  be  deemed  expedient,  all  the  bauk.s 
binding  themselves  to  make  good  any  loss  that  might  ultimately  result 
from  accommodation  afforded,  in  proportion  as  their  respective  capital, 
fiirplusond  deposits  bore  to  the  aggregate  loss.  This  resolution  had 
immediateiv  the  effect  intended,  and  all  apprehension  in  Louisville  was 
quieted.  It  unquestionably  contributed  very  largely  to  restore  conH- 
dence  in  Kentucky  and  the  neighboring  Southern  States. 

While  the  monetary  stringency  of  1890  8«)on  pjissed  away,  it  resulted 
in  a  good  many  financial  disasters  to  Louisville.  A  number  of  large 
commercial  and  manufacturing  concerns  were  foi^ied  to  the  wall, 
resulting  in  the  failure  of  the  Falls  City  Bank,  the  Masonic  vSavings 
Bank  and  the  private  banking  house  of  Theodore  Schwartz  &  Co.,  the 
two  latter  the  most  disastrous  failures  and  more  widespread  in  tlieir 
effect*  than  any  that  ever  occurred  iu  the  history  of  the  city. 


UISTORT  OF  B±SKINQ. 


Sbw  Tax  Law  Brcohrs  Opkrattvk. 

In  Mat,  188S,  the  new  t«x  law  on  bauking  capital,  koowo  u  tltr 
Hwrilt  Uw,  went  into  effect.  Prior  to  that  tiiue  banks  paid  a  tax  Into 
tte  Slate  Treasor;  of  flftr  cents  on  each  one  hundivd  dollars  of  »tock 
held  «ad  paid  for  in  such  institutions,  whirh  w>is  in  full  of  all  tax  or 
koMn,  and  became  n  part  of  the  sinking  fund  of  the  Common wmtth. 
Tbr  Hewitt  law  provided  thnt  banks  should  pay  Heventy-flve  cwnU  un 
tfaair  aa|dtal  and  the  State  rate  of  taxation,  whatever  it  migfat  b«  m 
tbair  wuploa.  lees  ten  per  cent,  of  their  capital,  and  also  to  pay  th« 
tax  on  any  real  estate  they  might  own  and  use  for  Ixutldni,' 
and  this  was  to  be  in  full  of  alt  taxation.  The  bill  provtdfd 
tta*  aO  banks  who  would  g-ive  up  their  chartered  rights  of  lifty  wiiU_ 
wo  the  one  hundred  dollan;  and  accept  the  provisions  of  the  lien-itt  I 
liwHilil  not  be  disturbed  any  more  on  the  subject  uf  taxation  during  I 
c«]Btiuuaxic<e  of  their  respective  charters.  The  banks  w«re  tvquired  by 
tfeM  kav  to  call  a  meeting  of  their  stookliolders  and  to  take  a  vote  apoo 
Uw  propoeitiou,  and  if  accepted  by  the  stockholders  to  eiTtify  the  <aior 
to  the  ttovernor  of  the  State,  and  that  all  l»anks  hovoti-  * 

should  be  considered  as  ha\ing  entered  into  a  contract  wit  j  i* 

i>(  Ktiitncky  which  should  be  binding  until  the  charters  of  the  bank* 
arcvpting  should  expire.  Under  this  belief  and  with  a  wilUngooHi  aa 
kha  part  of  the  banks  to  pay  more  tax  than  they  had  been  reqairrd  to 
|My.  all  the  banks  in  the  city  of  Louisville  and  nearly  all  in  the  8t«i» 
vt  Ktittucky  promptly  accepted  the  law  and  cheerfully  paid  their  tax* 
imder  its  requirements. 

Th#  adoption  of  the  new  constitution  in  1891  radicaUy  chaageA  tlM 
laws  of  the  Commonwealth,  and  especially  so  in  relation  to  asMMBMOt 
aad  taxation,  and  in  the  necessary  re\-isiun  of  the  statutory  laws  It  i 
MUMd  to  wipe  out  the  contract  made  by  the  State  with  the  books  < 
IW  Hewitt  law.  As  soon  as  the  new  con.«i1itution  went  into  ettect, 
«||t  vif  lAHiisviUe,  under  the  provi.Kions  of  the  act  for  the  govorama 
gf  ^tiwof  tlietirst  class,  propoesed  io  levy  on  each  bank,  trust  coni[ 
MmI  titl<<  oiHiipany  a  license  tax,  which  should  not  be  leas  tliau  four  i 
MMv  than  »ls  per  cent,  on  their  gross  earnings  exdusivt)  of  nmt  from 
t^vtt  MMIC  fXky^'BS  '^  ^^^  ^^  t^^  ^'^y-  '^''^  banks,  being  strong  in  tlxlr 
Ihtlll  Ibal  th«7  hftd  A  contract  with  the  State  under  the  Hewitt  Uw,  tt- 
i^lifj  th»  payment  of  tlie  tax  proposed  by  the  city. 
»!...» i,uiiOt>vw!  counsel  to  defend  their  rights,  in  the  ui< 

1  with  the  sinking  fund  commissioners  and  city  author 

Uo  xiuking  fund  an  amount  equal  to  four  per  cvnt.  of  IL 

.■•.  takiun  the  iiiuking  fund's  note  bearing  intervst  at  tb» 

.1  M'K,,    ^vi;i.  tt..'   iiii.l.-rstandli^  that  if  tlw 

r  1 1  .>  '  I J  oold  pay  back  to  ths 

.   tiina  pajd.  with  four  ix^r  cent.  Intaratt,  and  U  tiw 

>.xl  H^inst  the  banks  they  wan  sinipiv  to 
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tie  notes  which  they  had  taken  to  the  Binking  fund  eominissioners  to 

incel.     In  this  way  the  city  wiis  not  kept  out  of  itts  erpficted  revenue, 

Tjid  it  showed  a  willingness  on  tlie  part  of  tlie  banka  not  to  do  anything 

wiili'h  would  cripple  or  hamper  the  city  in  it.t  financial  arrangements. 

The  Court  of  Appeals,  after  a  long  and  careful  invei^tigation  of  the  case, 

rlien  it  reached  that  bcnly,  finally  decided  in  favor  of  tlie  banks,  four 

the  court  approving  and  three  dissenting,  and  the  banks  were  fully 

jed  all  along  the  line  in  their  efforts  to  hold  the  Stat*  to  as  bind- 

keontnu".  as  was  ever  made  or  entered  into  in  tiie  opinion  of  the 

ink». 

I  f  the  ttix  on  banking  capital  sought  to  be  imposed  under  the  new 
institution  ever  goes  into  effect  so  far  as  the  banks  in  the  city  of  IxjuLs- 
Hlle  are  conoomed,  they  can  never  live  under  its  provisions.  It  must 
inevitably  result  in  driving  many  of  them,  especially  the  smaller  and 
eaker  banks,  out  of  existence,  and  tha^e  who  may  mirvive  can  only 
tist.  by  nvising  discount  rates  so  high  that  it  will  greatly  retard  the 
prowtli  and  commercial  prosperity  of  the  city. 
^^  In  the  matter  of  taxation  on  banking  capital,  the  buiks  have  been 
^^feurly  €ind  Liberally  dealt  with  in  the  past.  The  tendency  of  legislation, 
^■however,  and  of  tl»e  times  in  this  State,  as  it  seems  to  be  everywhere 
^^■se,  is  toward  excessive  luid  burdensome  taxation  upon  monetary 
^institutions.  The  Hnf»-8pun  theories  of  some  of  these  lawmakers  that 
taxation  sliould  be  equal  on  all  classes  of  property  are  beautiful  to  con- 
einplat^,  but  when  a  bank  is  compelled  to  pay  an  assessment  of  9\i)Q  on 
rery  ^00  of  its  bills  receivable  and  the  agriculturist  to  pay  a  $30  aesess- 
ttent  on  a  $100  acre  of  beautiful  blue-gmss  land,  the  glaring  ine<iualitie8 
'  the  position  are  apparent.  The  complaint  on  the  part  of  the  banks 
I  not  against  the  ine<iuality  of  taxation,  but  against  the  inequality  of 
Jnation.  This  theory  of  taxation,  If  persisted  in,  can  only  re*<ult  in 
>rcing  capital  to  seek  other  cliannels  for  fair  n»miuieration  upon  its 
ivestmeuts  and  harm  nnist  come  to  the  commernial  interests  and  mate- 
welfare  of  the  city  of  Louisville  and  the  State  of  Kentucky. 

BAJfKiJfo  Institutioss  in  LOUISVILLB. 

There  are  sixteen  bonks  in  Louisville,  of  which  nine  are  State  insti- 

itions  and  seven  National.    The  aggregate  capital  is $8, 500, 000,  surplus, 

l,<HK),0UO.     The  aggregate  deposits,  ^2,000,000;  the  aggregate  average 

$28,500,<XtO.     This  does  not  include  the  trust  companies  or  build- 

and  loan  associations,  in  which  a  very  largo  amount  of  capital  is 

ivestod.     There  are  five  trust  companies  in  Ixjuisville,  tliree  of  them 

and  very  strong,   prosp»?rou8  Institutions,  but  as  they  are  not 

juirod  by  law  to  make  any  published  reports  of  their  condition,  the 

arrect  fig>in*s  of  their  deposits  and  loans  camiot  be  given.     Their 

ipital  is  i?;i,2(i0,0iX). 

The  First  National  Bank  was  chartered  in  18B3.  niul  was  the  first 
utional  bank  south  of  the  Ohio. 


646 


mSTOBT  OF  BANKINQ, 


FiHAKCiAii  Crisis  of  1893. 

The  flnancied  panic  that  swept  over  the  country  in  1898  did 
exempt  Louisville  from  a  share  of  its  disasters.     During  the  period  of 
great  proeperity  that  antedated  the  panic,  the  people  had  gone  into  luoy 
important  enterprises  in  whieli  large  sums  of  money  were  inTMtod 
When  the  crisis  came  these  great  enterprises  were  loreed  Into  the  handK 
of  Receivers,  and  the  stocks  and  bonds  of  these  enterprises  beoaoM  In 
most  instances  practically  unmarketable.    Tills  caused  great  diatnM 
among  local  investors  as  well  as  heavy  loss.     Several  of  the  banks  imt 
compelled  to  close  their  doors,  some  of  them  never  to  reopesL    Fbv 
oitlea  »ufferc>d  more  from  the  financial  storm  that  swept  over  tho  Umd 
While  several  of  the  banks  could  not  hold  out,  the  moet  of  them  we 
strong  and  ready  for  any  emergency  that  might  arise,  and,  in  fart, 
business  community  only  suffered  a  temporary  loss  of  the  usual  &ualit 
afforded;  and  it  is  a  tribute  to  the  banks  of  the  city  that  ontsi<le  of  • 
few  who  were  weak  and  had  to  suooumb  to  the  pressure  brought  to  betr 
upon  them  in  their  weakness,  the  majority  stood  the  test  under  elnrum- 
•taaoes  that  tried  the  8tr>E'ngth  of  the  best  and  without  resorting  t«>  whit 
even  New  York  was  compelled  to  do — issue  clearing-house  oertlfic 
and  oeaae  paying  out  currency  except  in  small  amounts,  which  pror 
to  the  world  that  the  banking  institutiona  of  Louisville  were  m  i 
and  safe  as  those  of  any  other  oity. 

Stat*  Banlu, 


YMAM. 
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TiguN*  are  in  tbouMutda  of  dollan. 


C47 


>8«8.. 

M78.. 
1888.. 
1888.. 


^^8« 


U08.. 


St.  of 

Lean* 
oiutdU. 
tamtU 

•83 
3.107 
9.S99 
13.438 
32.456 
97,798 
27387 
94,075 

P.  8. 

aH4ea$h 

•149 
810 
1.397 
1,926 
2,735 
3.606 
2,956 
3,918 

C«|tML 

AlflriM. 

CMi- 

ttdid 

pnfiU. 

Out. 
Hantling 

Iton. 

1 
15 
86 
48 
«S 
69 
81 
76 

•359 
3.039 

7,685 
9,805 
11,903 
6.88fi 
6,327 
8,950 

•200 

2,835 
8,331 
9,057 
12,668 
13.761 
14,168 
11,065 

•« 
964 
781 
1.444 
3.363 
8.879 
8.789 
8.870 

no 

307 

697 

834 

1,108 

1,344 

706 

•99 
9.880 
«.783 
7,734 
9.434 
8,080 
3.549 
5.369 

Indi- 
vidval 


•LW 
1.410 

4,040 
5,836 
13.579 
14.299 
14,624 
21,334 


TENNESSEE. 
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■  Tennessee  requires  no  filing  of  bank  reports  with  the  CoraptroUerof 
Btbe  State  Treasury,  and  the  compUation  of  a  complete  and  accurate 
~  banking  history  of  the  State  is  a  task  presenting  great  difficulties,  as 
the  records  at  hand  are  very  meagre. 

When  North  Carolina  relinquished  her  rights  to  the  territory  now 
iiuprisjng  the  State  of  Tennessee — an  act  made  legaJ  by  the  Congress 
the  United  States,  approved  Jone  11,  1796,  by  George  Washington — 
the  only  currency  In  circulation  in  tliis  section  of  what  was  tlien  known 
as  tlie  WeBt  was  the  notes  of  the  (init  Bank  of  tlie  United  States.  For- 
eign coins  of  silver,  issued  by  alniast  all  the  nations  of  the  world, 
and  gold  coins  of  larger  denoniitiations  were,  with  the  notes  of  the  Bank 
of  the  United  States,  tlie  circulating  medium.  Most  of  this  coin  was 
clipped  or  punched,  and  it  was  no  uncommon  occurrence  to  receive  in 
the  course  of  trade,  shillings  an<I  pistareenti  cut  in  half,  when  change 
wasecaroe,  which  passed  as  current  for  half  shillings  and  half  pista- 
reens. 

The  principal  business  was  transacted  by  barter  in  such  articles  as 
^—tobacco,  bullets,  whiskey,  wheat,  and  coon  skins.  There  seemed  to 
^■k-  no  fixed  value,  except  the  note's  of  tJie  Bank  of  the  United  States, 
Krlth  its  assets  of  nearly  »1 5, 000, 000  — of  wWch  $5,000,000  was  in 
^bpecie. 

"  Prom  the  skins  of  animals,  once  a  legal  tender  for  all  debts,  both 
8tat«  and  individual,  the  people  craved  for  an  evolution,  to  culminate 
Id  the  issuance  of  bank  notes,  to  be  authorized  by  the  State.  The 
poorer  classes  would  accept  it  as  a  blessing.    They  argued  that  if  the 
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law  made  it  a  legal  tender  !t  would  pass  as  readily  as  gold  and  dtrer. 
What  the  populace  wanted  was  money,  and  the  sequel  will  «bow  eoo- 
clusively  that  when  the  discon  tin  nance  of  the  isanance  of  bank  nate» 
under  State  jurisdiction,  occurred  in  1863,  the  people  bad  money — endi 
as  it  was — and  many  of  them  have  that  identical  money  Jiow. 

Uoder  colonial   permit,    the  Congress  of    the   United   Htatee  luul 
flood^-d  the  country  with  a  paper  currency  tlmt   was,    in   ooun»e  of . 
time,  utterly  worthless.     This  seemed  to  be  a  proper  system,  nevertli*^  ' 
l«»,  for  an  old  Territory,  just  emerging  Into  the  dignity  of  new  «at*- 
bood. 

Tbb  State's  First  Baitkino  Espkrikkcb. 

The  Srst  experience  the  State  of  Tennessee  had  with  banking,  oaili 
own  responsibility,  was  in  November,  1807,  when  the  General  Assembly 
Wtablished  the  Nusshville  Bank.  It  was  the  lo^^cal  outcome  of  eamett 
tiolicitation  from  the  leading  merchants  and  traders  of  Nashville,  wjJ 
the  State,  whereby  it  was  claimed  that  the  business  of  the  State  re- 
quired more  money  to  aid  the  merchants  in  increasing  their  stocks  <»< 
goods,  and  to  enable  the  farmers  to  move  their  crops  to  luarket.  Tbt 
capital  stock  was  fixed  at  8200,000,  in  shares  of  ^50  each.  The  charUf 
of  the  bank  was  twice  extended,  the  last  time  until  1838,  when  its  i-api- 
tal  wa^  increased  to  ?t40tt,000.  On  February  14.  1818,  Stephen  Cantrell 
wius  elected  President  in  Place  of  Josiah  NichoL,  who  resigiufd.  MTQ- 
kins  Tannehill  was  the  Cashier. 

Josiah  Nichul  was  a  native  of  Ireland.  He  was  one  of  tbr  pirDfirt^ 
tors  of  King's  Salt  Works,  at  Abingdon,  Virginia.  He  moved  llnl  to 
Knoxville,  and  in  1808  to  Xashville,  where  he  wan,  until  lus  death,  one 
of  tlie  loading  merchimts  and  most  highly  rt'H|x'cted  citizenB.  Hedild 
suddenly,  of  cholera.  May  31,  1833,  He  was  President  of  the  Naahrtk 
Bank  for  several  years  before  1818,  when  ho  resigned,  as  is  stated.  In  J 
Augufft,  1827,  he  was  made  President  of  the  branch  uf  the  Bank  uf  tht 
ITiiiteil  States,  at  Nashville,  a  position  he  held  at  the  time  of  hij  dealK. 
He  wnH  a  man  of  the  highe.st  sense  uf  hoitor. 

In  1817  the  Legislature  authorized  the  organization  of  banks  at  Win 
Chester,  Sbelbyville,  Rogersville,  Murfreesboro  and  (iallatlu.  Tbnv 
Imnks  wen>  offered  the  privilege  of  uniting  with  tlie  Bank  of  the  Stair 
uf  Tenni'Mtee,  at  Knoxville,  of  which  Hon.  Hugh  J<.  White  waa  Pl«i- 
ili'iit,  or  witli  the  Nashville  Bank.  An  arraiigeniont  wa«  uuMlel 
iKUikic  iLienlioued  to  unite  with  the  Nitsliville  Bank,  and  th<rv 
liranclicx  of  that  institution,  with  a  combined  capital  of  ^' 
Mari'h  :!1,  1823,  tlie  Nashville  Bunk  and  branches  burned 
ttf  eiroulution,  to  enhance  the  value  of  their  bank  notw.  Tbia  book 
ittlnuetl  until  1837,  when  it  was  liquidated  with  a  anall  low  to  Rt 
||ti«kholdi'n>. 

'I'll  'it  to  be  found  of  the  Nashville  Bank  waa  pobliilud 

II >.  >id  is  H«  follows: 
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Report  qf  the  Nashville  Bank  and  Branches,  June  20,  1819. 


XMimile 

Kqrtr«wboi«.. 
SACenrtUe.... 
UijrvlUe.... 

iDotiMter.... 
Total 


Sp*eit  on 
hand. 


Dtteountt. 


•65.786 
87.177 
3S,e48 
e7.«63 
17.e2S 
S8,B48 


•693,691 

804.898 

87,461 

u3i,oea 

171.783 
308,706 


$264,747     $1,R9«,S60 


llndlvUlual 

Cire\»U. 

t>i>o»il*. 

tion. 

•147.468 

•140.476 

36.333 

110,770 

e,7o:i 

!S2,3a8 

18.039 

1SS,7«S 

10.M3 

73,600 

4.878 

145.140 

•213,943 

•867.116 

capuai 

paid  In. 


•S11.960 

105,610 

66,890 

»e,B55 

113,BaS 

100,820 


I904.B60 


Condition  of  the  Banks  (if  Tennessee  in  1819. 


RnoraoGS. 

ount« $2,Slt,799 

banks. »8,000 

848,884 

r  Btocks  and  bonds. .   18,BU6 

eaUte                                ...  40,488 


LiABiunaa. 

Cash  paid  in 11,540.888 

Circultttlon 8e8,UB 

Deposits,  public. 17,000 

Deposits,  private. 881,888 

Due  other  twnira 88,881 

CnOivldedprollta 88,868 


Total tS.8at,001 


Total $8,888,001 


The  Fanners  and  Mechanics'  Bank,  of  Nosb^'ille,  was  one  of  the 
banks  chartered  by  the  Legislature  in  1817.  On  June  18,  1819  it 
was  the  first,  bank  to  suspend  specie  payiuent,  liaving  been  required  to 
pay  out  over  ^0,000  in  specie  in  two  uionths.  On  account  of  this  bus- 
pen.sion  the  circulation  of  paper  money  in  Tennessee  was  a  very  difficult 
undertaking.  Two  years  after  the  suspension  of  specie  payment  sUver 
and  gold  was  from  flfteen  to  eighteen  per  cent,  above  par,  while  the 
■ot««  of  tlie  Farmers  and  Mechanics'  Bank,  the  Fayettevllle  Bank  and 
Iher  banks,  were  from  forty-five  to  seventy  five  per  cent,  discount. 

In  1823  the  United  States  and  Vii^nia  bank  notes  were  thirty-one 
er  cent,  premium  in  Tennessee,  and  specie  thirty  per  cent,  premium, 
|rbile  tlie  notes  of  the  baiik-s  of  this  State  could  hardly  be  passed. 

The  State  held  its  first  stock  in  a  bauk  styled  "The  President, 

Directors  and  Company  of  the  Bank  of  the  State  of  Tennessee,"  wliioh 

IS  chartered  Xovem>)er  20,  1811.     The  capital  of  the  bank  wjis  $400,- 

i),  in  shares  of  ifSO  each.     The  State  subt-cribed  $30,000,  and  showed 

lack  of  fuith  in  the  venture  by  reserving  the  right  to  withdraw  its 

ck  at  the  end  of  ten  years. 

The  parent  bank  was  located  at  Knoxville.  with  Hugh  Lawson  Whit« 
tt  one  time  a  prominent  candidate  for  President  of  the  United  States), 
President.     Branches  were  established  at  Clarksville,  Jonesboro  and 
"Columbia.    «It  was  restricted  to  an  issue  of  no  smaller  a  denomination 
than  $6.     The  rale  of  value  governed  then  as  now,  and  the  good  (or 
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beet)  money,  silver  aod  gold,  was  boarded,  and  to  tiMek  the  mot*  flf ! 
the  people  for  cltacge  th^  b&nk  wa«  permitted  to  Hmit  its  knreat  imam 
to  one  dollar  noteo.     Mutilated  silver  coin  was  used  ss  small  eiaugsu 

BRAKCH  of  THB  BAITK  of  THB  UbTTBD  STATKS   EsTASLUHKIt. 

In  1816  the  second  Bank  of  the  Uoited  States  ms  isfaartand  br  Coe- 
gress  "  on  account  of  the  unsatisfactory  condition  of  the  flnaaffw  i 
oiroulathifr  medium  of  the  country."  It  was  snggoatod  by  the  i 
nrx  that  n  branch  be  established  at  NaAbrille.  Oot  of  C?7,6S3,0tf  rf 
Htock  hold  by  this  bank,  Nashville  bad  subscribed  153.463.  A»toaam 
it  n>ached  the  public  ear  that  foreign  capital  was  proposed  for  bankiqf 
purpoBon,  the  Legislature  imposed  a  privilege  tax  of  $50, 000  on  say 
offlfo  or  brKnch  of  any  bank  not  chartered  by  the  State,  for  tmA  uA 
fvi'py  year,  before  they  were  allowed  to  conduct  the  business  of  bank- 
ing in  the  8tate. 

ThiH  act  wa**  declared  unconstitutional  by  the  Supreme  Court  of  lb? 
Utiitt'd  Stnt«!»,  and  was  afterward^s  repealed  by  the  LeigisUtan'.  S»A 
villo  held  several  public  meetings  before  the  consent  was  gained,  bat 
finally,  In  August,  1827,  the  branch  was  established  in  a  bank  buOdinc 
on  I  he  corner  of  College  street  and  the  Public  Square,  with  Joisfc 
Nichol  H.M  I'rcHidont  and  John  Souierville  a«  Cashier,  The  Bankof  thv 
United  States  wius  in  operation  until  1832.  when  Andrew  JaekaoD'f  vtito 
placed  it  in  liquidation. 

Early  Bank  Failcbrs. 

From  January  1,  1811,  to  July  1,  1830,  the  following-named  bsaia 
in  Tennossee  had  either  failed  or  discontinued  business: 

Naju  or  Bakk.  CmUML 

Fayettevllli'  Bunk tUMtt 

FamwrsiuiJ  Mcchmilcs',  Nitsbville MUB 

MtShnilii  Hank  luiil  bmnohoi , MUM 

Bank  of  Ktntt<  or  Ti>nnt!MH.<i>  (old) KUff 

V)v«  bnuiottcti  of  Itank  of  Btat«  of  TwwMSto. OTJW 


Rkconu  Bank  op  thr  Statr  of  TjcamEMKB. 

The  flrMt  financial  paidc  known  to  Tennessee  was  dnriog  the  ystf 
1820.  Joseph  McMlnii  was  then  Governor  of  Tenneasee.  He  evidaitT 
•gned  with  the  nia>we»  flint  the  surest  cure  for  a  panic  was  iD0O«f-<* 
mttter  at  to  tho  kind  or  ijunlity— but  money;  and  to  carry  oat  bi*ii<' 
ho  convened  the  Lcgislntun*.  Tlie  flrst  act  of  tlwt  body  waatoemrt 
a  law,  July  Stt.  \^^\  entitled  "An  net  to  rstablisfa  a  Bank  of  thetalt 
of  Tcnntvumc,  for  the  purpovw  of  relieving  the  dlstren  of  the  eoontiy 
and  improving  the  revenue  of  the  State." 

The  coiinsr  of  tiiiir  dcvclopiHl  the  fact,  as  waa  declared  bv  Oovenav 
Wtlliiini  Carroll,  in  his  meiuage  to  tli»«  I^epi'  •  ib* 

(•Ktabllntuufnt  of  bankss  for  the  purpotse  m  -.rm 
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ecuniary  distress  is,  in  most  cases,  rainons  to  those  who  avail  them- 
Iwilves  ol  such  relief." 

The  capital  of  the  second  "  Bank  of  the  State  of  Tennessee"  was 
fixed  at  tl.OOO.lHH),  whicli  was  to  be  predicated  upon  funds  belonging  ta 
the  State,  and  warranted  by  the  proceeds  of  the  sales  of  the  public 
lands.  No  provision  was  niade  for  the  redemption  of  the  bank's  notes 
ID  specie,  but  stock  bearing  six  per  cent,  interest,  to  the  amount  of 
(260,000  wius  authorized  and  was  to  be  sold  ut  p>ar. 

Andrew  Jackson's  Hard-Monkt  Vikws. 

Andrew  Jackson  was  very  much  in  evidence  on  this  occasion,  and 
le  took  a  prominent  stand  against  the  provisions  of  tliis  act.  While  he 
'  denounced  it  as  being  a  violation  of  Section  10  of  the  First  Article  of 
the  Constitution  of  the  United  States,  which  declares  that  "No  State 
shall  coin  money  or  emit  bills  of  credit,  or  make  anything  but  gold  and 
silver  a  legal  tender  in  payment  of  debts,"  in  his  memorial  to  the  Ijeg- 

Ijklature,  he  continues: 
«bi 


Bills  issued  OQ  any  other  bosia,  save  that  of  specie,  must  prove  Inefflcienl  and 
abortivr ;  uwlag  to  its  baring  nu  other  basis  than  that  at  property,  and  not  beini;  cou- 
rt Iblo  into  specie,  It  can  never  be  estimated  as  an  equivalent ;  It  will  not  engrosB 
Qbilc  confldenoe,  but  most  depreciate ;  and  if  it  passes  as  a  medium  of  exchange 
all,  Us  valae  mnst  In  a  great  degree  t>e  nominal." 


He  then  refers  to  the  Mississippi  flnanoial  scheme,  the  Mississippi 
stock  and  Treasury  notes  issued  by  the  United  States,  as  well  as  "all 
^—tbose  cases  in  which  State  authorities  have  undertaken  to  put  In  circu- 
^■ation  bills  of  credit  having  a  corresponding  foandation." 
^B      This  is  one  of  the  few  occasions  when  "  Old  Hickory's  "  logic  was  of 
^pio  avail.     The  Legislature  passed  the  bill,  and  the  Bank  of  the  State  of 
'     ^Tennessee  was  organized.     Bills  to  the  amount  of  fS'XI.OOO,  of  the  de- 
nomination of  nf)t  less  than  <(5  nor  more  than  flOO  were  allowed  to  be 
iBsaed.     This  ruling  was  afterwards  modified  so  as  to  permit  an  issu- 
ance of  fractional  notes  of  ^1,  $2  and  |3,  to  the  amount  of  ^5,000. 

The  bank  started  out,  under  a  clear  sky,  Avith  every  evidence  of 
bright  prospects  ahead,  as  no  facility  was  withheld  by  the  State  gov- 
ernment to  prevent  the  most  prosperous  success  of  this  flnancial  scheme. 
Agencies  were  established  in  every  county  of  the  State  (formed  previ- 
ous to  the  year  1819),  with  authority  to  make  loans  to  citizens,  not  to 
exceed  fioOO  each  for  any  single  loan,  on  twelve  months'  time,  upon 
mortgages,  upon  real  estate  or  personalty,  to  be  worth  twice  the 
amount  of  the  loan  to  be  effected. 

The  Treasurers  of  East  and  Wesi  Tennessee,  as  well  as  all  fiduciary 
^^olBcers  of  the  State,  were  ordered  to  place  all  funds  in  their  possession 
^■belonging  to  the  State  in  this  bunk.  The  bank  notes  and  bills  of  credit 
^Birere  soon  at  a  discount.  Other  banks,  even  in  this  State,  declined  to 
^^kccept  them  in  the  regular  course  of  business,  and  they  were  taken  in 
^exchange  for  notes  of  the  Bank  of  the  United  States  at  ten  per  cent. 
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diflcouot.  Beyond  the  borden  of  Tennessee  the  DOt««  were  haidlj  ne- 
l^otiable,  and  were  f  reqaentlj  porchased  by  money  dealers  at  a  discoant 
of  fifty  per  cent. 

A  large  amoant  of  the  money,  distribated  to  agents  oyer  the  State. 
was  loBt  by  defalcation.  Tlie  Cashier  of  the  NaahviUe  Bank  wm 
disoovered  to  be  a  heavy  defaulter  in  1833.    The  loastM  were: 

Dae  l>r  Cashier MXJN 

Overobeoks WJKH 

lAMiieson  notesBDd  judKmeDta , f^ 

Losses  OD  real  eeUte liyW 

hameaot  agents IJH 

In  band*  of  agents  unacoounted  for ti;4tl 

Losses  on  debts  at  as^ncies IMWT 


TotaJ. 


$UMH 


The  totaJ  defalcation  of  the  Cashier  wa«  967,695.  The  orerdf 
permitted  to  be  inade  were  from  those  hi^i  in  autliority,  while  tin? 
l)ookkeepiug  had  been  dLfigraoefuUy  nej^clected.  and  un  some  acooonn 
postings  had  not  been  made  from  eight  to  ten  years. 

ToK  UmoN  Bank  or  Tensbssbb. 

In  1832  the  General  Assembly,  at  the  suggeetJon  of  Governor  Ow- 
roll,  iiboliBhed  the  Bank  of  the  State  of  Tennessee — ordering  tbst  iD 
Htate  funds  in  its  possession  be  placed  in  the  Union  Bank  of 
TennoMsee,  which  was  then  in  process  of  organization.  This  iMSk 
was  cliartered  by  the  Legislature  October  18,  1832,  and  amoiifr  '*"  p»^ 
TisioDs  was  a  declaration  that  the  capital  stock  should  V"  ^ 

|8,00();0l)0.     The  stock  was  subscribed,  ^0O,(MK)  by  the  .su.. 
nessee,  f067,OOO  in  Na.shville,  lS140,0(K)  in  Columbia,  $59,200  m  J 
f  14,000  In  Franklin,  and  86,500  in  Memphis,  by  December  10.  ana  i^ 
Dpconibi'r  VA  the  subscriptions  amounted   to  fl,773,(HiO      The  total 
amount  subscrilied  wns  ljl2,273,000,  wliich  included  the  tbicrip- 

tioii  of  *500,000.     On  January  29,  lt5;»,  the  directors  »1  .nffW 

Uiblw  I'rt'siilent,  and  A.  Van  Wyck  was  later  elect^Ml  Daaltwtr. 

(Jcncral  Oibbs,  who  wok  une  of  the  leading  Bnanclers  of  ttuM  porioi, 
Nold  tliu  $AO<J,U()0  State  of  Temiensee  bonds  (issued  to  the  Union  BaBk)ii 
in  liiiltimore  ('ity  at  live  per  cent,  premiuui,  thus  rettlixing  a  prutt  to 
tlir  bank  of  JiCMi.O(.K.>.  Thettt<  bonds  wore  i.sxued  in  equal  lartAUmAiU 
jMiyal'lf  in  llft<t>n.  twenty,  twenty-flve  and  thirty  years,  bvaring  ■»« 
IK>r  iviit.  lnt«'n'«t — m\  Investment  by  the  ytate  that  wuuM  Lanlh 
tiring  Mich  n  premium  at  the  present  day. 

The  I'nitm  Honk  liod  covenanted  with  the  State  to  p.  ^     .    

8tAtv  trt'o-wiry  aiuiually  ono-half  of  one  per  wnt.  on  the  t\f.  .'  , :  ••!<* 
|wUd  in,  HHalxiiius  to  the  St^te.  Note.s  iwiued  by  tin'  b.Mtik  «.tv  t  >  b» 
rrct'lved  b^  the  Stato  In  iwyment  of  taxes  ajul  nil  .1.  ht-  .|  ,•  •.  ti^ 
HtAte.  lUidor  lliewe  nio*>t  f.ivorable  auspices  tlie  diHn-  i,f  ii  r  •■.nik 
^«ir«i  iifu'iiKil    fill*  biisiiii\5is  Mar<^1i   4.    1.'^^.'{       ,\  larL?<>  iii.<i.<  >>  t.< .:.   u'  llir 
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stock  was  held  bj  East«m  capitalists,  Pliiladelpbia  alone  having  aub- 
Bcribed  for  16,000  shares. 

On  July  29.  1834,  Jno.  M.  Bass  was  elected  PreMident  of  the  Union 
Bank,  and  contiuaed  as  guch  Ityr  a  quarter  of  a  ueutury.  During  Ids 
presidency  the  panic  of  1S37  occurred. 

The  Union  Bank,  with  its  Ave  branches,  battled  manfully  under  the 
leadership  of  Jno.  M.  Bass,  and  cauie  out  victorious,  and  until  tlie 
year  1865  was  one  of  the  most  iu>eful  and  profitable  financial  institu- 
tions of  the  country.     In  that  year  the  bank  went  into  liquidation. 

Tlje  Planters'  Bank  was  incorporated  by  tlie  Legislature  November 
11,  183;?.  with  .six  branches,  with  an  authorized  capital  of  ^,000,000. 
Its  Hrvt  Pn-'sideut  was  Edward  B.  Litchfield,  with  Nicholas  Hobson  as 
Casliier.  In  1837  Mathew  Watson  was  made  President,  with  the  same 
Cashier.  In  1864  Dempsey  Weaver  was  made  Cashier  of  the  Planters' 
Bank^  a  position  he  held  uninterruptedly  until  1865,  when  the  bank,  on 
account  of  the  passage  of  the  National  Bank  Act,  was  forced  into  liqui- 
dation, and  Mr.  Weaver  was  appointed  Receiver,  and  so  coutinuwi 
uatil  the  bank  was  wound  up. 

IWCORPORATIOH  OF  THB   BAITK  OF  TKJflfKSSBB. 

On  January  19,  1838,  the  Legislature  launched  the  tliird  State  bank, 
ider  the  title  of  the  Bank  of  Tennessee.  The  act  sets  forth  tliat 
*'  the  faith  and  credit  of  the  State  are  pledged  '"  to  support  the  venture. 
.  rapit^U  of  ^,0(X),000  was  to  be  secured  as  follows  ;  from  the  common 
shool  fund,  the  sales  of  the  Ocoee  land,  the  State  surplus  revenue, 
and  the  balance  to  be  actjuired  on  the  credit  of  the  State,  either  in 
specie  or  in  funds  to  be  oonverte<l  into  specie.  The  plan  was  to  realise 
the  convertible  funds,  by  an  issuance  of  @2,50(VOIIO  of  sis  per  cent, 
thirty-year  State  bunds  to  be  sold  at  not  less  than  their  par  value. 

"  The  faith  and  credit  of  the  State"  at  this  time  did  not  come  up 
lo  its  rating  as  liighly  as  the  Legislature  supposed,  for  after  strenuous 
efforts  by  the  officials  in  charge,  the  American  Life  Insurance  and  Trust 
Company,  of  New  York,  puroha.se<l  §1,000,000  of  the  bonds,  and  the 
remaining  bonds,  $1,500,000,  were  eventually  cancelled.  The  direc- 
tors, after  considerable  difficulty,  established  branches  at  Athens, 
ClarkHviUe,  Columbia,  Knoiville,  Memphis,  Murfreesboro,  Rogersville, 
Shelbyv'ille,  Somerville  and  Trenton,  and  afterwards  at  Sparta. 

This  baiik  was  a  political  institution,  and  politicians  virtually  con- 
trolled its  management.  It  opened  its  doors  for  business  in  February, 
1838,  with  William  Nichol  as  President  and  Henry  Ewing  as  Cashier. 
William  Nichol  was  bom  in  Abingdon,  Virginia,  in  1800.  He  was  the 
flnt  I^residcnt  of  the  Bank  of  Tennessee  (in  1838).  When  the  ground 
upon  which  the  cupitol  is  built,  at  Nashville,  was  purchased  in  1843, 
the  city,  to  induce  the  removal  of  the  capital  to  Nashville,  the  city's 
it  was  so  low  that  he  gave  his  own  note  for  the  property,  to  close  the 
le.     The  city  afterwards  assumed  the  debt,  which  was  $30,000. 
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The  board  of  directors  were  appointed  every  two  years  by  tbe  State. 
CoL  WtUoqgfaby  Williams  was  President  of  the  parent  bank,  at  Nasb- 
TiUe,  for  some  time  prior  to  March  2,  1843,  when  he  resigned  and  was 
eaeeeeded  by  Felix  Robertson,  and  then  A.  O.  P.  Nicholson,  and  In 
January,  18M,  by  Cave  Johnson,  who  served  until  1860,  when  be  re- 
agned,  and  «as  meceeded  by  Granville  P.  Smith,  and  afterwards  br 
6.  C.  Torbitt,  tatberof  the  "Torbttt  issue,"  which  was,  after  tbe  war, 
a  source  of  vexation  to  the  holders  of  Bank  of  Tenn«aa«e  money. 
Wlien  th0  bank  went  into  operation  the  capital,  it  is  said,  was  divided 
as  foQows: 


Tromtti^ot  State  bonds.... 
IVuia  common  school  fund. 

AogBMnied  by  Ocoee  land  m 


t  and  surplus  State  revenue. 


MUM 


Total  capital %XSfrUK 

At  this  time  the  banking  ci^tal  of  tbe  State  exceeded  fllO,UO0.00a 

Bpeoie  paymeiit  was  resumed  January  1,  1839,  bat  the  banks  ttck- 
oned  without  their  specie,  and  another  suspension  oeonrred  the  follow- 
ing October. 

At  this  time  fiovemor  Polk's  messo^  ia  replete  with  economie  ld«» 
backed  by  the  strongest  arguments  to  discourage  any  tncreane  in  btuik- 
ing  capital  Referring  with  deep  regret  to  the  suspension  of  specie  pay- 
ment, he  says.  "  the  only  and  permanent  relief  is  to  be  found  in  habb* 
of  economy  and  industry,  and  the  productive  labor  of  our  people." 

January  1,  1843,  resumption  of  specie  payment  was  effected,  and  in 
the  succeeding  ten  years  banking  in  Tennessee  was  very  successful  and 
profitable.  This  wa*  especially  noticeable  in  the  three  old  bank»— tbe 
Bank  of  Tennessee  and  the  Union  and  the  Planters'  Bank.  The  note 
of  these  three  banks  passed  current  throughout  tbe  State,  but  wenil 
a  discount  beyond  tbe  State's  borders. 

An  arrangement  was  made  at  Nashville  whereby  the  note*  of  tb* 
Bank  of  Tenneaaee  and  branches  were  redeemed  at  tl)»  pareot  t^ank  at 
Nashville. 

Under  the  National  bonk  system  the  bonks  are  permitted  \,\99i)  (a 
issue  only  ninety  per  cent,  in  circulation  of  the  bonds  held  by  tbe 
Cotnptroller  of  the  Currency.  Under  the  old  State  syftem  tbe  bank* 
were  allowed  to  issue  three  dollars  for  every  dollar  of  coin  In  tbt'f 
vaults.  The  brandies  were  situated  in  ont-of-th^'-wiiy  p!4i(.'««.  far  a«af 
from  railroad  and  river  transportation,  and  as  a  rnrmercuslom  tbei 
were  uiude  payable  at  these  brauohea,  and  SttMUfd  by  the  parmit 
at  Nashville  and  the  bruuches  at  Memphis  and  KnuxvUhs.  In< 
Ing  the  paper  the  branch  notes  were  usually  paid  out  oudm-  tb« 
sltion  that  the  notes  issued  would  not  reach  tbe  branohes  for  iMkuip^ 
tion  b«'foro  the  maturity  of  tlie  iJajier.     Experiin<  iQeotJ^ 

made  in  the  folluwUig  uiaiuier.    Tbe  parent  ban  ir.  vmoU 
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aiflcoont  a  piece  of  paper,  for  which  it  would  probably  pay  the  notes 
redeemable  at  the  Bogeraville  branch.  Frequently  the  date  of  discount 
was  written  or  stamped  upon  these  notes,  and  the  Cashier  at  the  Rog- 
ersrille  bank  would  keep  a  minute  of  how  long  the  money  was  in  circu- 
lation before  being  presented  for  redemption.  Men  conducting  private 
banks  in  Nashville  frequently  travelled  over  the  State  on  horseback  to 
the  branch  banks  to  withdraw  gold  for  the  bank  notes  they  had  accu- 
mulated. Their  profit  was  the  premium  they  earned  on  their  specie, 
Etnd  the  gains  made  on  their  purchases  of  uncurrent  money  in  Nash- 
ville, which  was  almost  always  largely  in  excess  of  par  notes.  Redeem- 
ing the  branch  notes  at  Nashville,  paying  interest  on  the  bonds  of  the 
State  and  internal  improvement,  and  bonds  for  the  school  fund,  besides 
paying  the  interest  on  the  State  stocks — amounting  in  all  to  a  payment 
3f  about  (275,000  annually— while  its  annual  profit  netted  $175,000, 
showing  a  deficit  of  about  flOO,000  annually ;  and  the  capital  having 
Iwindled  down  to  |2,500,000  from  |S,225,000,  (Governor  Brown  in  1849 
iemanded  that  the  burdens  on  the  Bank  of  Tennessee  should  be  light- 
ened, or  the  institution  should  be  liquidated.  This  advice  was  not 
lieeded. 

Fbbb  Bankino  Law  Ajdoftbi). 

In  1861-52  the  Legislature  adopted  what  was  known  as  the  free 
banking  law.  This  law  was  almost  the  same  as  the  law  then  in  force 
in  New  York.  Quite  a  number  of  banks  were  organized  under  this 
law  on  fictitious  capital,  and  "  wildcat"  banks  were  as  plentiful  as 
l^rasshoppers.  The  issuance  of  bank  notes  of  a  high  order  of  engrav- 
ing seemed  to  be  the  order  of  the  day.  The  rule  of  $3  to  $1  in  specie 
seemed  to  be  obsolete,  and  the  redundancy  of  currency  was  enormous. 
There  were,  of  course,  exceptions  to  this  bad  system  of  banking. 

In  1853,  Governor  Andrew  Johnson,  in  his  message  to  the  General 
Assembly,  did  not  hesitate  to  condemn  the  wretched  system  of  banking 
the  State  had  gradually  fallen  into,  and  he  suggested  the  liquidation  of 
the  State  Bank.  The  same  idea  prevailed  in  his  message  of  1855  and 
1867.  In  his  last  message  is  a  report  from  the  directors  of  the  bank  in 
which  they  state  that  "they  have  come  to  the  conclusion,  and  from  a 
settled  conviction,  that  the  best  interests  of  the  State  require  that  the 
Bank  of  Tennessee  should  be  put  in  liquidation  and  its  affairs  closed  at 
m  early  a  period  as  the  convenience  of  the  citizens  will  allow." 

This  ridiculous  system  of  banking,  which  pervaded  every  State  in 
the  Union,  had  its  weight  in  producing  the  panic  of  1857.  If  the 
recommendation  of  Governor  Johnson  had  been  heeded  a  large  reduc- 
tion of  the  State  debt  could  have  been  secured. 

By  common  consent  nearly  all  the  banks  of  Tennessee  suspended 
specie  payment  and  began  to  curtail  their  business,  which  was  contin- 
aed  until  1861,  when  the  sinews  of  war  were  needed,  and  the  Legisla- 
ture passed  a  law  compelling  the  banks  to  increase  their  circulating 
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medium.     In  1861  the  circulation  of  the  Baok  of  Tmnfiwirfi  wbM  CLS 
Ttti    In  1662  it  reached  #4.710,666. 

Appkoach  op  thb  Cim.  Cosflict. 

On  November  26,  1860,  a  number  of  merciuints  and  dtixenz  of  I 
State  addressed  a  communication  to  Oeneral  WillLun  A.  Qoarloi,  Sopcr 
visor  of  tiie  banks  of  Tennessee,  asking  his  opinion  regardii^  tb«  M»- 
})ensioii  of  specie  payment,  and  whether  the  banks  would  be  able  to 
weather  tlie  political  and  commercial  storm  wliicb  was  ImmliMcii.  B» 
advised  a  temporary  suspension,  saggeslvag  that  the  banks  rituuld  { 
mit  A  liberal  hut  prudent  line  of  discounts  and  reoewala;  thai 
should  furnish  exchange  at  a  niaiiuium  rat^?  of  one  and  ooe-ludfj 
cetit.  unil  that  they  should  alHu  furnish  small  sums  of  coin, 
for  the  WHMt*  of  trade,  for  their  customersv  He  furnished  tha  J 
report,  showing  assets  of  $11,833,175  and  deposit  and  cironlatloo 
itles,  including  amount  due  banks,  $5,247,931 — an  exoen  of  asMteonn 
liabUitles  of  96,585,^4  in  the  three  old  banks  of  the  State 

Exhibit  (f  Report  qf  Superviaor  qf  Banks  qf  Ttnnegau^  Nottuvxr,  i.^" 


rvAMi  oy  Ba>k. 

tachangt. 

Dm  from 
Trtn»- 
vTtr, 

Dutfnm 
StaU 
bankj. 

SeUtmnd 

Mil*. 

-        'If 

mt.  MToBn,  Mil  bra. 
i.'uiuiiak.«iia  br'B.. 
PiMitWM'Bk.MWiiir'a. 

•l,069,me 
53d.711 
«CT,«4a 

•S3.M1 

•156.000 

•»,869.tn 

s.aiB.esa 

t.S7*l4M        9MU 
l,701jOW 

Ho  also  stated  that  public  confidence  had  been  destroyed,  and  lk0 
«>vi<ry  dollar  of  specie  withdrawn  from  the  banks  made  it  liiuuwtrj  ■>* 
dor  the  law  to  contract  their  circulation  to  the  extent  of  three  doQtn 
Such  a  PCMirso  would  have  ruined  the  country. 

rinally,  the  State  bank  Bystem  as  a  currency-euppIyfavT  featov  i* 
the  commercial  world  was  virtually  eradicated  by  the  war  b«4w«nlb* 
Btateo — It  is  to  be  hoped  with  no  possibility  of  it  ever  a^rain  bait^. 
stortHl. 

ThtuiHands  ui>oii  thouMindj>  of  dollar*  of  State  and    |r 
itutcnart*  In  the  hands  of  the  citizens  of  tbe  ^k>uth  to-day-  .t- 

neiiM  of  the  Ihuuidal  crime  per|H<trate<l  against  the  [teopit;  hy  tb<;  ti* 
of  Htnttt  li«»glslatun?8,  In  favoring  the  i88aaii'i>  <>f  K.-mk  ii.,«i-^  l.»  ibr 
State  arul  stock  tNUiks  of  the  United  Stat«s. 

When  ll)e  Federal  army  entered  the  Ht«U<  ni    i  c  n,  » 

em  mlKriitod  toward  thcsoath  rta  Chattanooga,  on  i>  >^ 

gles,  carrinK«>s,  wfij^ons,  or  by  river  and  rail      A  !■  oflk<o 

of  tile  Mank  of  Tenncasor-,  and  its  brHnchr«,  fnllu  k  wotk 

where  ItJt  spt'cle  wiw  deposited  in  Atlanta. 

Oovernor  I«)uuii  ti.  Harris,  a  prominent  flj^n*  >"  -J'ntn  piiHtiiaftf 
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lis  time  styled  the  War  Governor  of  Tennessee,  afterwards  United 
3tat«8  Senator  from  Termessee,  until  his  death,  in  1898)  kept  in  touch 
rith  the  Bank  of  Tennessee,  and  its  branches,  until  the  close  of  the 
^ar,  when  for  a  while  he  was  a  rofngeo  in  Mexico.  The  assets  of  the 
l>ank,  in  a  very  battort'd  condition,  were  tamed  over  to  Governor 
f'illiam  (i.  Brownlow,  at  Nashville.  Of  its  $16,000,000  aaijets,  $8,000,- 
had  been  converted  during  the  war  into  Confederate  State  eight 
fper  cent,  bonds. 

Banking  duriiig  the  war  was  by  no  means  a  sinecure.     Many  private 

^banking  tind  State  institutions  carried  theirnioney  South,  and  didtht-ir 

banking  t)usiness  from  their  side  pwkots.   The  Cashieror  President  had 

with  him  a  statement  from  his  individual  ledger.     Their  a.s3etj  wero  de- 

po»«itwi in  Richmond,  Va.,  Mobile,  Ala.,  Atlanta.  Ga.,  or  Charlotte,  If .  C. 

Wlien  a  customer  wrote  to  or  called  upon  them  for  a  portion  of  his 

■  balance,  or  the  entire  amount,  they  would  give  the  party  a  check  agaiust 

Jie  bank's  account  at  Atlanta,  or  some  other  point,  for  the  sum  desired. 

!'bey  would  then  mark  opposite  the  balance  the  amount  drawn  by  the 

Jepositor. 

The  Northern  Bank  of  Tennessee,  at  Clnrksville,  establislie<l  in  1854, 

i&nd  still  carried  on  at  the  place  of  its  nativity,  though  by  new  oflBcers, 

lever  suspended  specie  payment.    As  long  as  gold  could  be  obtained  its 

were  redeemed  in  gold,  and  when  the  greenback  was  declared  le- 

-  tender,  the  note.n  of  this  bank  were  redeemed  in  that  currency. 

N.  Kennedy  wa.s  President,  and  James  L,  Glenn,  Cashier,  for  nearly 

fforty-flve  years.     Botli  of  these  gontleuien  have  retired  from  the  sole 

ownership  of  the  bank,  and  the  old  institution  la  beginning  its  forty- 

isixtb  year  with  new  stockholders  and  officers,  with  every  prospect  of 

}ntinued  success.   It  is  believed  this  bank  is  the  only  antebellum  bank 

'  of  this  8tate  now  in  existence. 

The  Union  Bank  of  Tennessee  was  placed  in  liquidation  under  Jos. 

W.  Allen,  ooe  of  Tennessee's  most  faithful  financiers,  who  had  been 

,agent  of  the  Bank  of  Tennessee,  at  New  Orleans,  for  twenty-flve  years. 

It  has  been  charged  that  the  largest  proportion  of  the  available  and 

assets  of  the  Bank  of  Tennesaee  were  lost  by  the  failure  of  the 

reanesBee  National  Bank,  of  Memplus,  whicli  was  organized  June  5, 

1865,  with  81WX00O  capital.     A  Receiver  was  appointed  May  21,  1867. 

It  wuM  the  tlfth  bank  of  the  National  banking  system  to  fail,  and  the 

were  exceedingly  heavy. 

In  the  capture  of  New  Orleiuis  General  N.  P.  Banks,  under  general 

ler  No.  202,  issued  Aognst  17.  1^63,  seized  balances  due  the  banks  of 

he  South,  and  the  assets  of  the  Southern  Confederacy,  deposited  with 

the  banks  of  New  Orleans.     Among  those  assets  were  balances  due  the 

lowing-named  banks  of  Tennessee,  to- wit : 

Oooee  Bank,  Cleveland »8.000 

Bank  «r  West  Teonewc-e,  Mi>ini>bis 80,887 

Ohattanooga  Savings  Institution 1,883 

Planter*' Bonk  of  TenncMee,  NMbviUe lt>l,4flS 
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Batik  (\f  Tmnessee  and  Branches, 

LOCATIOH. 

Memphis llMtt 

Ciarksrille IflJR 

Athens tt 

Hurfrecaboro MM 

NiMhvlUe m 

Somerrille > ,..,..  T 

Columbia W 

Shelby  vine IM* 

Hpurta MD 

Treoton ITJM 

Knoxvtiie an  am 

Union  Bank  qf  Tennessee  and  Branches, 

Nashville flMB 

Memphis S^m 

Columbia TV 

Jackson UM    OM 

Bank  of  Memphis IMH 

City  Butikof  NasbrUle om 

Bank  of  Middle  ToDocssee,  Lebanon W 

Cltiseos'  Bonk,  Memphis ..>..•.. IB 

Total tttkO 

*  ThU  amount,  returned  to  City  Bank,  Nsfhvllle,  May  M,  IMS. 

This  report  famishes  aa  Idea  of  the  loesee  by  the  baoks  of  the 
The  whole  amount  of  Confederate  funds  seized  at  New  OriMut 
9689,491,  and  of  this  amount  ^312, 494  belon^ired  to  banks  in 

Bank  of  Tknskssbk  Placed  in  Liquujatios. 

In  February,  1866,  a  blil  vaa  passed  by  the  Tenneesee 
place  the  Bank  of  Tennessee  in  liquidation,  and  to  wind  up  it*  aflita> 
In  accordance  with  this  act  Governor  Brownlow  nomitiated  ScoiMi 
WatsM>n,  of  Cheatham  county,  W.  T.  Berry,  U.  Q.  Scovel,  A,  LoT«ri^ 
A.  V.  S.  Lindsey  and  John  Baird,  as  directors  to  wind  up  the 
Tennessee.  Upon  Samuel  Watson  fell  the  burden.  He  was  the 
dent  of  the  Bank  of  Tennessee,  "in  liquidation/' and  trustee  of  Bs 
affairs.  Some  difficulty  having  ooctured  about  tJhe  bond  of  Mr.  Wsi- 
sou,  which  would  amount  to  uiilUons  of  dollar*  and«r  the  law  ■»  trot- 
tee,  the  Chancery  Court  at  Nashville,  to  obviate  the dilBeattjr,  sinpQiBM 
him  Receiver,  with  a  bond  of  (50,000.  His  report  to  th»«tmtWMiMM 
assets  amounting  to  $12,478,483.  In  this  amount  were  iod tided  tkc 
following  items: 

Notes  and  Mils  paat  due SLOULSB 

Bealeaute ^.^ 

State Iwnk  notes-.... ........»..>.•....«•.. 

Due  tram  baalo. 

Do*  team  State  Ti«aaui«r. 

Dn*  from  Oonfederatc  HlUtan-  Boan) 

State  tmnds..  II 
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Tfae  rest  of  the  assets  were  composed  of  Tennessee  war  bonds,  Con- 
federate bonds,  Confederate  certiBcates  and  Confederate  treasury  notes. 
In  1875  he  made  a  statement  to  the  court,  exhibituig  the  details  of 
winding  up  the  bank  and  its  branches.  His  report  was  approved.  The 
iool  fnnd  of  Teiiiiesw'e  was  luade  a  preferred  creditor  in  the  final  set- 
iement.  This  act  was  declared  illegal  in  siiits  brought  both  by  the  new 
Issue  noteholders  and  the  depositors  of  the  bank. 

The  principal  question  regarding  these  notes  was,  "Were  they  issued 

aid  of  the  rebellion  ?  that  is,  the  Confederate  war."     In  December, 

75,  the  Supreme  Court  of  Tennessee  held  that  the  notes  in  contro- 

ersy  were  not  issued  in  aid  of  the  rebellion,  and  that  as  to  the  ques- 

on  of  the  ownership  of  the  assets  of  the  Bank  of  Tennessee,  they  be- 

rkged  to  the  note  holders  and  not  to  the  school  fund  and  the  deposi- 

Finally  the  whole  matter  of  paying  the  note  holders  was  settled 

ij  an  act  of  the  Legislature,  March  29,  1883,  which  provided  for  the 

issuance  of  certificates  of  indebtedness  to  the  amount  of  $1,000,000  by 

the  Governor,  Comptroller  and  Treasurer  of  the  State,  in  the  sums  of 

one  dollar,  five  dollars  and  twenty  dollars,  "  as  may  be  found  most  con- 

renient."    These  certificates  were  to  bear  the  date  of  their  issuance, 

id  to  be  payable  to  the  person  to  whom  issued,  or  bearer,  and  receiv- 

jle  for  taxes  due  the  State  to  the  amount  of  one-fifth  for  each  year  for 

|ve  years.     It  was  to  be  shown  on  their  face  that  they  were  issaed  as  a 

ibfltitute  for  the  notes  of  the  Bank  of  Tennessee. 

An  attempt  was  made  by  a  meeting  of  the  creditors  or  note  holders 

the  bank,  in  Kaaliville,  September  7,  1883,  at  which  $600,000  of  the 

were  represented,  to  reject  the  State's  proposition  on  account  of 

Ire  years'  delay,  but  the  action  of  the  meeting  did  not  prevent  the 

carrying  out  of  the  provisions  of  the  act  of  the  Legislatnro. 

The  depoi-itors  of  the  Bank  of  Tennessee  and  its  branche.s,  have 
aver  to  this  day  realized  a  dollar  of  the  balances  due  them,  while  the 
ilators  who  had  purchased  the  notes  of  the  bank  at  a  heavy  dis- 
tant (thousands  of  dollars  of  the  new  issue  having  been  purchased  at 
Ave  cents  on  the  dollar),  were  paid  dollar  for  dollar  for  the  face  of  the 

ttes  in  Tennessee  certificates  of  indebtedness. 
With  all  this  financial  folly  and  injustice  staring  the  people  of  Ten- 
tee  in  the  face,  an  attempt  was  made  in  1875,  while  the  notes  of  the 
Bk  of  Tennessee  were  still  unredeemed,  headed  by  the  Comptroller 
ol  the  Treasury  of  Tennessee,  to  re-establish  the  Bank  of  Tennessee. 
The  proposition  was  to  issue  $6,000,000  in  State  bonds,  upon  wiiich  it 
was  BOppoeed  could  be  realized  $4, 500,000  by  placing  the  bonds  at  ninety 
oeots  on  the  dollar.  This  was  to  be  the  capital  of  the  new  bank.  It 
wa»  BOggested  that  three  dollars  in  notes  should  be  issued  for  each  dol- 
hir  of  capital,  which  would  fslablish  a  circulating  medium  of  $I3,S00,- 
with  about  it.s  much  doubt  as  capital,   regarding  its  circulating 


Proposed  RBvrvAii  o9  thk  Bakk  of  Trxvksbe. 


OF  BASKDPG. 


)to: 


UKI^a 


tBC  period 


1810( 


A II wig  tlmD 


iltCoL^ndJ.  & 

BM)k,aadolha»i 


i *  Col,  Cbmiibi  k  Cawj.  Cherry.  Cald- 
Baak,  BaokofWnt 
k,  Buikof  Menpliiii, 
;  Qm  ODee  praeperoos  b«nks  tlwt 
aie  uam  ntiiirt  C^^b*  aaav  ara  tieeted  Crom  an  old  oopjr  of  Dfe'* 
BankBeportet.) 

Bat  lev  of  the  aotaa  of  the  \m!kM  at  Memphis  vnv  at  par.  Tbe 
Bank  of  Tenneane,  Uoioo  Bank,  PlanteiT  Bank,  and  the  Oaokof 
Wot  TmmiMiii  nota*  woe  nearly  alwajv  aeeepted.  bat  all  maoe^  tk- 
enlatiqf  in  tfaa  riiapft  of  tank  ootcB  was  looked  open  witb  ■iwpiciott 


l^£^ 


This  fear  of  holding  paper  money  freqacmtly  led  to  ezceMare  and  f¥kf 
leas  specniation,  and  many  fortimes  were  made  with  the  mooey  of  tb* 
timeM,  but  more  were  lost  for  the  want  of  a  Boond-monej  system. 

The  war  of  the  rebellion  wrecked  all  the  banki*  of  MemphU,  Imt 
whon  peace  was  declared  the  merchants  and  capitalists  amutgvtl  to 
furiilHli  uicnns  to  meet  the  wants  of  their  eitensivt-  trade  by  upeuing 
private  mill  National  banks.  Probably  no  city  in  the  countr>'  luu. 
■olid  and  Bubatttutial  flnanciul  banking  record  thiui  the  city  of 
phla.  Tlut  panicsof  1873  «uid  1893,  though  proving  a  seriua* 
to  proflti  In  banking,  left  but  little  ijidication  <jf  damage  to  U*e 
of  Memphis.  They  stood  like  the  rock  of  Gibraltar,  and  cameooil  rf 
tlio  wreck  Ix'arinK  an  n  ntttrnishod  record,  and  8treo(ftli«*Qed  froa  Ui< 
fact  that  they  hud  eartied  tlie  eonfldcnee  of  the  people,  and  had  ertafc- 
llHhed  the  n^putatlon  and  ability  to  meet  any  and  every  mamtpptj- 
Kvcn  hi  times  of  pestUonco  and  pariic,  Memphis,  without  roaortixv  •» 
oloarlnK  houw  ci^rtltleatefi,  has  maintained  her  credit,  and  bor  hankiO 
ha*e  iiit-t  every  oblijfiitlon.  The  tive  National.  t..n  privntr  anASM^ 
and  SavhiK*  banks  and  tni»t  companies  of  Memphis,  JaooAry,  W<*. 
I  lowed  the  following  condition: 
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Slate,  prttate, 

anil  naringf 

hankn. 

$1,203,810 

.Siirplufi  and  proflts xm.tao 

lud.depoaitt 4,3ia,030 


Total. 


•6,B80,flSa 


National 

banht. 
92,350.000 

I.7W.IVW 
$10,604,743 


This  shows  a  total  capital  surplua  and  deposits  of  916,575,693. 

Nashville  bad  Ave  banks  in  1861,  organized  under  the  general  bank- 

'  laws  of  the  State,  viz.  -.  Tiie  City  Bonk,  wliieL  vta^  the  propertjr  of 
>yer  Pearl  and  his  brother,  E.  (i.  Pearl ;  the  Traders'  Bank,  the  Mer- 
lants'  BMnk,  the  Bank  of  Coumierce,  and  the  Bank  of  the  Union, 
lot  one  of  tliese  hanks  survived  the  war. 

Nashville  now  has  three  National  and  four  private  banks.  Savings 
[inks  and  trost  companies,  their  condition  in  January,  1899,  being  as 
Dllows : 


National 
Itankt. 

Oapttal 88,000.000 

Suri'ltuand  profits £00,683 

Oepmila e,44S,2I>l 


Total . 


SS,70g.»74 


St<tt(,vrtixttf. 

anil  Saryingit 

lianhn. 

S400,(I00 

87,283 

1,1)78,413 

^,iaH,aM 


This  gives  a  Total  rapital,  surplus  and  deposits  of  f  10,860, 670. 

During  tlie  panic  of  1893  NaahvLUe  had  one  of  the  most  disastrous 
National  bitnk  failures  that  has  occurred  in  the  South.  Most  of  the 
mlut  were  forced  into  suspension,  but  there  has  been  a  substantial  re- 
oovery  from  this  condition. 

Knoxville  prior  to  the  war  was  well  equipped  with  banks.  Besides 
the  branch  of  the  Bank  of  Tennessee,  and  a  branch  of  the  Union  Bank, 
the  following  local  banks  were  in  operation :  The  Bank  of  East  Ten- 
nessee, Bank  of  KnoxviUe,  Ocoee  Bank,  Miners  and  Manufacturers' 
Bank,  and  the  Fanners'  Bank.  The  Bank  of  East  Tennessee  failed, 
and  the  people  met  with  a  severe  loss,  as  its  circulation  bad  been  issued 
to  a  considerable  amount.  All  of  these  banks  were  closed  by  the  war. 
Knoxville  now  has  five  National  banks  and  four  State  and  private 
banks,  their  condition  being  as  follows: 

Nnttondl 
biinli». 

■pttal S7ui),n0u 

iirplvw a»l,«» 

Btx*iU 3,470.«ei 

TolBl |4,5IB,77l 

The  only  National  bank  in  Tennessee  that  ever  failed  ami  after- 

tis  rt'turned  a  dividend  to  its  stockholders  was  the  State  National 

Bunk,  of  Knoxville,  whioh  ptud  to  stockholders  a  dividend  of  nearly 

^htytive  per  cent, 

Chattanooga  also  had  her  supply  of  banks  in  the  antebeUurn  days. 

sides  the  branches  of  the  Bank  of  Tennessee  and  the  Union  Bank, 


Sialf  anil 

prtviile  baiih*. 

21,130 
SaVKK) 

loaB,ooo 
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there  were  the  following  banks;  Bank  of  Chattanooga,  Lookout  S»r- 
inga  Bonk,  and  the  Chattanooga  Savings  lustitntion.  Tbeee  banks 
were  throttled  with  the  rest  of  Tenneeeee's  financial  institadoiw,  1>7 
the  hand  of  war. 

8ince  1865  the  following  banks  bare  mostly  gone  into  voluntary 
liquidation:  City  National  Bank,  Mercbaut«'  National  Bank,  Fooxth 
National  Bank,  City  Savings  Bank,  People's  Bank,  Penny  Saving* 
Bank,  and  two  or  three  smaller  concerns,  with  small  aaaets  and  fia- 
bilities.  Chattanooga  now  has  three  National  banks  and  five  8t«t«  and 
privatit  banks,  with  capital,  surplus  and  depoesit«  as  follows: 

SaHonai  SU 

Capital •BSO.ooo  i 

Jturiihw ag«.9H 

D«5(>o»it« 8,tte.on  u 


Total. 


|8,Ma,tto 


Tlie  war  ending  brought  t«  their  homes  those  who  had  b««D  in  I 
Confetlorati'  army,  or  as  refugees  for  four  years,  to  find  only  thej 
backs  isMiwl  by  the  United  States  Government  for  war  purpoeea,  i 
National  banknot«8,  as  the  circulating  medium.  Private  baoki 
soon  organised  in  portions  of  the  State,  and  the  National  banking  ty- 
ten)  was  soon  fully  estabUshed.  No  record  can  be  found  to  in  any  «>f 
furnish  a  list  of  those  banks — ^not  National — which  were  est«bUflh«d  in 
ilio  lattor  part  of  1S65,  and  of  later  date, 

Tho  following  statement  of  the  State  banks,  private  banki,  Savla^ 
bank»  and  trunt  comp<inies  of  Tennessee,  to  December  31.  1898.  i*  •» 
oomK>t  as  oon  possibly  be  furnished  with  Uie  information  at  hand; 


Bmoubom. 
UwmMMKitMounto $ia,g64,oeo 

UoiiitoMt]  mkl  oMate S,0«fi.«Bi 

dull  atMlduv  from  banka......     &,O73,«0O 


"Talai... 


92S,07ai3U 


LTAMLrmK. 

Otplutlitock 

8ur|>lu8  and  pmllts. . 
Oepoalto  an'I  ecrtincalui. . . . 
Duo  to  other  bank.* 

Total 


Laws  RKLATrao  to  tub  Kstablishxbst  of  Baiik». 

The  prtwent  system  of  Stateaud  private  banking  in  TenncMcei 
It  d«H'w  not  (H|ual  that  of  s^itne  other  States,  is  so  far  safe,  and  wbMioal 
of  lli«>  whlrlpvKil  of  panics,  very  profltAble.  The  law  authorisM  tht 
«>ktnlilii>hinK  o^  thi>  followuig  classes  of  banks:  Discount,  Saving  bank* 
MiidMrurt  MnnpAul(v<(.  Besides,  there  are  private  banking  firow  uoebar 
(on^l,  who  ans  for  the  Hake  <if  distioetiuu,  styUnl  brokrr*. 

Ml  chart «'r«  In  T«>nncM«M<are  obtainable  from  the  Sc>m:>tarr  of  Btal^ 
Xii  i)|mh''1a1  aiMiwi  1  ■  Uart* 

INif  l»re»iA>«t  a'  *«»»«• 

TrNVMiry,  uibKk  ■  iioek.  ctfiMvt 

Kiiik  Ih  It  .r   and   Im.  r>firtM». 
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I  nsnAlIy  select  the  Cashier  and  Asaistant  Cashier,  and  are  required 
certain  periods  to  investigate  the  affairs  of  the  bank.  The  etoc-k- 
lolders  are  held  liable  only  for  the  amount  of  stock  tliey  have  sub- 
scribed. The  banks  are  required  to  nmke  a  statement  for  publication 
?nii-annually,  but  no  provision  is  made  for  lUing  these  statements  with 
Ihe  Comptroller  of  the  Treasury  of  Tennessee,  and  no  penalty  is  at- 
tached for  failure  to  publish  the  reports. 

Tennessee  lias  no  bank  supervisor  or  examiner,  and  there  are  no  re- 
ictions  thrown  around  the  character  of  loans,  and  no  amount  of  cash 
tserve  or  accumulation  of  surplus  required.     The  law  contains  nolegal 
^visions  goveruuijf  the  receipt  of  deposits,  neither  is  the  payment  of 
interest  on  deposits  disallowed.     In  many  instances  interest  on  deposits 
is  paid  by  all  classes  of  banks. 
[  Section  thirty -one,  article  two  of  the  constitution,  reads: 

^■bccoi 


"  The  credit  of  this  Stat«  shall  not  be  ben-a(UT  loaned  or  given  to,  or  In  aid  of 
person,  a-stioclBtlon,  company,  corporation  or  mnnicipallty,  nur  shall  the  State 
ime  the  owner,  In  whole  or  tn  part,  of  any  bank,  or  a  Btockholder  with  others  in 
my  aaaociallon,  company,  corporation  or  niauicipality." 


^_  It  is  therefore  impossible  for  the  State,  without  an  alteration  of  the 
^Btonstitntion,  to  be  interested  either  as  a  stockholder  or  owner  of  a  bank. 
^Hrhere  is  no  law  prohibiting  branch  banks,  and  in  some  few  caaes  branch 
^^Mutks  are  in  successful  operation. 

The  only  medium  by  which  any  information  regarding  the  condition 
of  the  banks  of  Temiessee  can  be  furnished  the  public,  is  in  their  semi- 
annnal  statements,  which  the  law  requires  shall  be  published  in  a  news- 
paper in  tiie  town  or  city  where  the  bank  is  located. 

An  ad  valorem  tai  is  levied  on  the  capital  of  banks.     At  one  time  an 
effort  was  made  to  class  banking  as  a  privilege,  for  which  a  privilege 
;      tar  should  be  collected,  but  of  late  ycurs  the  privilege  ti\x  has  been  re- 
^K&itted,  and  the  bank's  capital  taxed  as  other  property.     There  is  no 
^^bpecial  legal  course  provided  for  closing  up  the  business  of  insolvent 
^Mianks,  but  all  procedures  shall  be  in  the  manner  provided  by  law  for 
™the  application  of  property  of  natural  persons  to  the  payment  of  their 
debts,  engagements  or  contracts.     No  restrictions  are  applicable  to  the 
investjiient  of  Savings  bank  funds,  and  such  bonds  purchased  for  in- 
vestment are  not  required  to  beef  the  issue  of  the  State  of  Tennessee, 
or  the  counties  or  muuicipalities  of  the  State,     Should  a  law  of  tills 
character  be  enacted  by  the  General  Assembly,  it  would  keep  at  home 
the  thousands  of  dollars  sent  out  of  the  State  each  year,  or  semi-annu- 
ally, to  meet  the  interest  on  State,  county  or  city  bonds. 

The  compiler  has  selected  a  few  samples  printed  herein  of  the  bank 
notes  issued  in  Tennessee  under  the  old  State  bank  system,  as  a  mere 
sminder  of  the  legacy  left  to  the  present  generation,  in  the  shape  of  a 
irculation  of  a  worthless  character,  which  is  very  much  in  evldenoe 
Bt  the  issuance  of  State  bank  money. 
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National  Banks  of  Tennessee  Oiat  Tume  FaOedfrom  186S  to  Dee.  5,  IS^. 


NAMa  OP  BAKK. 

Sou  of 
organizaUon. 

CapttaL 

OflttU 

tttlUd.   • 

TciincMee  Nat.,  Memphis 

Nftt.  Bank  Shelbyvllle 

Jnne  6,1866 
Oct  20, 1874 
July  32, 1884 
Apr.  23, 1887 
Atlg.  28, 1889 
July  10, 1890 
Dec.  24, 1888 

«ioaooo 

60,000 

600,000 

100,000 

100,000 

60,000 

50,000 

9471.991 
160,681 

2,631,963 
888,364 
247,393 
103,366 
161,272 

988,189 

21,873 

3,680 

3,026 

3,429 

«380iI8S 
12I,TSI 
84&SSS 
163,801 

CommuTolal  Nat.,  Nashville. 

M(h'oim1  Nat.,  Colximhla 

State  Nat.,  Knoxvllle* 

FlrM  Nut.,  Dayton 

64.t31 

Klntt  Nat.,  Johniion  City 

101,037 

*  Retomed  to  stockholders,  883,876. 
National  Banks  in  Voluntary  Liquidation  from  1863  to  Bee.  5,  1898. 
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ciMcvixrxoTi. 


Hate  of 
UiluidMion. 


Capital. 


Itnud.    lUHrtd.  iUiU- 


Ot- 
taU- 
i»§. 


Oct.  22, 
Aog.  30, 
July    8, 


I'li.v  Niil,  ('liatliiiiooRii '  Sept.lO, 

KiKt  Nnt,  Oiillntin ,  Oct.     1, 

I'lisl  Niil  ,  HiiKtol '  July  10, 

Kumtli  N«l.,  Mi'iiiiililH  July  19, 

Mi'i  linim-'  Nat.,  NiihIivIIIp Jan.  13, 


NiUh.ii.il  Kiiiik,  I'lilUKkl  July  23, 

M,  i.iiiiuis'  Nut  ,  .Niislivlllf Jnni'3(>, 

lliu.l  N.il  .  NiiHlixilli- Fi'b. 'JO, 

r,iiinri-<'  Nut.  rr.iiiklui lau.  'J4, 

*.i  nn.tn   Niil  ,  M«-niplti.'« May     0, 

I  II  .1  Nil  .  Ciliiiiilil  1    July  14, 

\.ii    II  iiiU.  1  .  luiioii       Ani{.;!(>, 

■  . .  iiii.l  N.ii  ,  I  I  Imiii'Ii             .><i;>t.lS, 

1  11  .(   N.ii  ,  I'.iiiliil               May '.'."), 

I-.'   Nil  .  I'lil  .-.1.1 laii.  rj, 

M.  1.  h  Mil  .    N.ii  .  clullaiiiMii::!        ..  Siiit.'.'l, 

I  Mill  III  N  il  .  I'h.illnlKKi'.i  .Vli>r.  111. 

I. mill  IK  ill.l  Mrlrli.   N.it.l  l.ilkivlUc  (III.    l;i. 

r.iiiii.'is  .Mill  MiHli   Niil  ,  riii.iiiCity.  Jan.  10. 
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1873 
1874 
1874 
1875 
1876 
1879 
1880 
1H82 
1883 
18S4 
1XH5 
1K«5 

i8s:. 

18.X« 

issn 

IHOl 
1  S!>-.* 
1S<I'.> 

is;i:t 

IS'.IM 

1M>4 


9100,000 

250.000 

12i>,000 

170,000 

75,000 

50,000 

126,000 

100,000 

70,000 

300,000 

300,000 

60.300 

17.\3IMJ 

KMI.OOO 

5(>,(K>0 

5(),(H)0 

,".().(KH> 

lOO.IMH) 

•.•r.o.ooo 

ir>0,(MM) 

KNi.mNi 

1(HI,(HK> 


980,910 

225,000 
92,920 

148,(X)1 
45,000 
46,000 
45,000 
90,000  . 
43,700 

141,200 

107,600 
10,740 

120,  HMI 
G«.H<H) 
24.550 
11.2511 
ll,2.-.0 
22.500 
45,OIKi 
44.2(MI 
22.1lH> 

22,360 


•h0,2O8 

222.598 

91,810 

U7.2«<> 

44.665 

44.748 

4.%845 

87.550 

42.046 

139.440 

164.240 

10.(i20 

112.415 

04,298 

2:1,5 15 

lO.tNHI 

U>.8(;o 

1H.20I 

40,OS<1 

38,!>70 

17.1.%0 

1.8,300 


f:02 
2.402 
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2.T>*' 
3,3'Vi 
;2i> 

2,."><''^ 

I.".;:- 

I. ■-■:■<• 
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4.'.<r-i 
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State  Banks. 


TSAB8. 

iro.of 
bankt. 

Leant  and 
diteounU. 

BpeeU. 

Capital 
ttoek. 

(HretUaUon. 

JXaNMOt. 

1834 

1 

•2,117,371 

«86,456 

$1,243,827 

•1,620,880 

•126,486 

1889 

22 

10,021,729 

1,177,969 

6,488.192 

2,607,830 

863,478 

1844 

33 

9,122,796 

1,109,909 

8,636.667 

2,345,193 

1,186,749 

1849 

22 

8,664,013 

1,117,479 

7.086,943 

3,391,762 

1,061,840 

18S4 

28 

11,846,879 

1,983,790 

6,699,872 

6,821,886 

3,200,932 

1869 

39 

18,362,766 

2,863,018 

8,361.367 

6,473,823 

4,669,809 

1864 

6 

1 

7 

27 

6.205,700 

100,000 

1,694,000 

2,924,254 

1868 

1872 

1887 

6,636,639 

6,690,662 
6,105,364 
6,241,766 

1893 

63 

7,831,378 

4,017,967 

1897 

SI 

6,234,642 

3,686,697 

National  Banks. 
Figures  are  in  thousands  of  dollars. 


TKAKS. 

1864.... 

3 

1869.... 

IS 

1873.... 

33 

1878.... 

25 

1883...; 

30 

1888.... 

42 

1893.... 

62 

1898.... 

49 

Loantand 

U.S. 

dUeountt. 

bonds. 

•87 

•486 

3.321 

1,999 

6,164 

3,460 

4.736 

3.667 

10,476 

3,264 

19,860 

1,873 

18,336 

1,664 

20,471 

2,674 

CatK  and  i 
eathtUnu.  f^PHal. 


$654 
863 
1,103 
1,866 
1,916 
3,418 
2,674 
2,773 


$340 
2.017 
3.101 
3,080 
4.316 
7,718 
9,400 
8,435 


Surplus. 


$193 

483 

470 

810 

1,616 

3,109 

1.831 


vided 
profltt. 


OM 
tUmding 
cireula- 

Hon. 


$100 
239 
252 
211 
384 
872 

1.048 
884 


$127 
1,146 
2,668 
2,427 
2,568 
1,264 
1,224 
1.787 


Indi- 
vidual 
deposits. 


$939 

3,309 

4.260 

6.273 

8.419 

11.241 

10.456 

17.827 


NOTB.— In  compiling  the  history  of  banking  in  Tennessee  the  writer  has  referred 
to  the  following  authorities : 

Beport  of  Commissioner  of  Labor  (U.  8.)  1886. 

Phelan's  History  of  Tennessee. 

History  of  NashvlUe,  by  J.  Wooldridge,  1890. 

Acts  of  the  Tennessee  Legislature,  1811, 1817,  ISSO,  1833-33, 1863, 1861-62, 1866, 1883. 

Reports  of  Comptroller  of  the  Currency  of  the  United  States,  1876, 1878, 1886, 1888. 

Files  of  the  "  Clarksville  Jcffcrsonian  "  from  18«  to  1881. 

The  Bankers'  Directory,  January,  1899  -,  Bradford  Rhodes  &  Co. 

Ebcecutive  Documents  No.  101,  Forty-ninth  Congress,  first  session,  subject  "Fundi 
Seized  at  New  Orleans,  August  17, 1863." 

He  also  returns  thanks  to  Hon.  William  M.  Farrington,  Memphis,  and  Major  E.  C, 
Lewis,  Mr.  John  M.  Bass,  Mr.  Edgar  Jones  and  Hr.  Joseph  W.  Allen,  all  of  NashriUQi 
for  valuable  information  furnished. 
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floine  of  the  States  embraoed  in  what  u  now  known  as  the 
West,  but  which  a  few  yean  ago  comprised  the  frontier  of  the  < 
had  a  very  anaatisfactory  experience  with  banks  of  iasiae.  It  wtii  1 
that  the  currency  known  as  "  wUdcat"  and  "red  dog*'  flouriahedt 
(ell,  leaving  behind  it  a  reputation  that  still  renders  ineffectoal  all  at- 
gumeots  for  restoring  the  privilege  of  iasuing  notefl  without  apwial  «► 
carity.  For  in  the  popular  luind  the  memoryof  the  banks  that  didDol 
pay  is  Btlll  fresh,  while  iD.stitutioD8  like  those  managed  by  George  Smitb. 
in  Wisconsin  and  IllinoiB,  and  by  Hugh  McCulloch,  in  Indiana,  h«« 
been  forgotten.  In  tJiis  section  of  the  country,  as  in  othets,  there  w«» 
much  unsound  banking  in  the  era  preceding  the  war  between  tlw 
States,  hot  there  were  many  conspicnoas  exception*  (notably  lo  Ohio 
and  Kentucky  in  addition  to  those  mentioned)  proving  the  vain*  «f 
capability  and  integrity  of  management  under  any  («ysti*m.  SUtoe  tbo* 
early  days  there  have  been  gT«at  changes  in  the  general  condltJc 
the  population,  and  these  changes  are  refle(!ted  in  the  unproved  i 
tng  and  management  of  the  banks.  This  part  of  what  was  the  Went  • 
generuKun  ago  is  now  as  conservative  as  New  EIngland.  In  agrieuUiml 
wealth  and  in  all  the  resources  which  constitute  the  grentmiol  * 
country,  the  States  embraced  in  this  division  rank  clone  to  the  bmai  of 
all  those  comprised  in  the  Federal  Union. 


omo. 


The  citizens  of  Ohio  early  recognized  the  advantages  of 
ander  Stnt^)  authority  in  the  transaction  of  busineas,  and  honcc  sooi^Itt 
tha  empowering  of  associations  for  various  purposes.  The  first  Legir 
latnre  of  the  State,  on  April  15,  1S0.1,  incorporated  the  Miami  Eipoft 
in)?  I  loinjMiny,  grunting  it  a  charter  for  forty  years.  The  priitcipai  flJ> 
JcMit  for  which  it  was  organized  wius  thi»  trnnsiportatiou  o(  ogrictUtanl 
prodiu^tH  to  ttio  markets,  jwirficularly  to  Kt'w  Orleans.  "  lla  obartcr. 
however,  griuitcv<l  Ixuiking  privilegeis,"  and  on  March  1,  18(17,  It  abaa- 

■llMiKrlaion  of  ibnootiolry  ItiiovrojfntphlcaltMiiuiMbaii  twen  taadt  W>cmJM* 
It  ddnplod  In  the  rrp<irM  at  tbe  OjmptroUor  of  Uie  Cvnvaer  la  iummI  yMt%« 


MWDLE  STATES. 


669 


.  doned  all  other  objects  and  embarked  in  the  banking  bnsinesti.  It  was 
ilocated  in  Cincimiati,  aud  was  perhaps  the  first  bank  in  Ohio,  certainly 
■  the  first  under  State  authority.  The  nominal  capital  of  thLs  bank  was 
[$600,000,  divided  into  shares  of  $100  each,  payable  §5  in  caeh  and  the 
|>reraalnder  in  produce  and  manufactures,  such  as  the  President  and 

lireot^rs  might  be  willing  to  receive.     It  issued  notes  which  were  re- 

leemed  in  the  not«s  of  other  banks. 

On  February  10,  1808,  the  Legislature  incorporated  tlie  Bank  of 

irietta,  in  response  to  the  request  of  Rnftis  Putnam,  Benjamin  Ives 

[CJilmao,  William  Skinner  and  others,  "the  better  to  enable  them  to 

'carry  on  the  purposes  of  the  institution,"  and  on  the  18th  of  the  same 

month  the  Bank  of  Ohillicutbe,  with  a  capital  of  $100,000,  and  the  Bank 

of  SteubeuNTlle  were  incorporated. 

The  Muhkingum  Bank,  of  Zonesville,  was  authorized  by  the  Legis- 
^Jature  of  1810-11,  the  Western  Reserve  Bank,  of  Warren,  by  that  of 

1811-12,  and  the  Fanners  and  Mechanics'  Bank,  of  Cincinnati,  by  that 

of  1S12-13,  their  several  charters  to  continue  until  1818.     These  banks 

were  created  by  special  acts,  the  main  features  of  wliich  were  the  same. 

UnACTHORIZED  CIRCULATION  PrOHIBITKD. 

February  8,  1815,  the  Legislature  passed  "An  act  to  raise  revenue 
'  from  the  banks  and  to  protiibit  the  unauthorized  issuing  and  circulat- 
ing of  liank  pjiptT."  All  banks,  whether  chartered  or  unincorporated, 
^were  required  to  pay  the  State  four  per  cent,  upon  all  dividends  de- 
sliired  by  them.  Tlie  law  provided  for  the  collection  or  enforcement  of 
Ithe  claim,  should  any  bank  fail  to  comply  with  the  requirements  of  the 
'  act.  The  same  act  provide*!  that  it  should  be  unlawful  for  any  one, 
individual  or  company,  to  issue  notes  unless  authorized  by  law,  and 
provided  a«  a  penalty  for  the  violation  of  tliis  law,  ttiat  every  person 
ao  offending,  on  conviction,  "  Shall  l)e  imprisoned  for  the  space  of  one 
year  aud  fined  in  any  sum  not  exoeeding  live  thousand  dollars,  at  the 

■discretion  of  the  court."  These  provisions  were  not  to  be  applicable  to 
banks  which  had  begun  business  previous  to  January  1,  1815,  until 
aft«r  January  1,  1818.  On  January  27,  1816,  the  Legislature  enacted  a 
law  to  regulate  banks  and  banking,  and  to  proliibit  tlie  issuing  and  cir- 
culatuig  of  unauthorized  bank  paper,  beginning  a  war  against  unau- 
thorized banks  and  bank  currency  that  was  waged  by  the  State  during 
the  oontinuanoe  of  State  banks  issuing  currency. 

SDSPK58ION  Due  to  thk  War  of  1812. 

A  condition  of  general  distress  and  financial  difficulty  followed  the 

^War  of  1812,  and  many  banks  were  compelled  to  suspend  business. 

Rufu$  King,   in  "  American  Commouwenlths,''  says:    "In  Ohio  and 

other  Western  States  the  circuladng notes  of  all  banks  were  below  par; 

lotes  of  the  best  Ohio  banks  were  at  a  discount  in  New  Tork  of  from 

to  fifteen  per  cent." 
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Salmon  P.  Chase,  writingof  this  period,  said: 

"  The  numerooa  banks,  which  had  been  chattered  before  and  dnring  tbe  war, 
and  which  continued  to  spring  into  ezlstenoe  in  every  part  of  ttw  State^  aoiiplled  an 
abundant  medium.  Speculation,  stimulated  by  every  inoenttre,  ran  Into  wild  and  ex- 
travagant excesses.  Improvements  of  every  kind,  under  its  strong  prapolsioo,  ad- 
vanced with  enormous  rapidity.  But  this  unnatural  state  of  things  ooold  not  king 
continue.  Men  who  bad  contracted  debts  found,  when  called  upon  ftir  payment,  that 
the  means  were  wanting.  Banks  which  had  made  excessive  issoes  foond  tbemMlTV 
unable,  at  all  times,  to  rededm  their  paper  on  demand,  and  tlie  currency  oC  comae  be- 
gan to  depreciate.  Things  were  rapidly  verging  to  this  state,  when  the  brandiea  of 
the  Bank  of  the  United  States,  which  had  been  charteied  by  Congreas  in  1810^  woe 
established  at  Cincinnati  and  Chillicothe.  These  branches  issoed  notes  to  a  consid- 
erable amount,  and  the  presence  of  this  convertible  pi^r,  doabtlesa,  tended  to  hasten 
the  depreciation  of  the  State  currency.  By  receiving  the  notes  of  the  State  banks, 
also,  until  large  quantities  had  been  accumulated,  and  then  callingontbem  to  redeem 
their  paper,  the  branches  effectually  tested  the  solvency  of  these  institutions.  Fbw 
could  endure  the  ordeal.  The  notes  of  nearly  all  the  local  banks  oontinned  to  sink 
lower  and  lower  in  the  scale  of  depreciation,  and  the  paper  of  several  became  abso- 
lutely worthless." 

To  relieve  the  situation  the  Legislattire  sought  to  increase  the  num- 
ber of  banks  and  by  act  of  February  23,  1816,  six  new  ones  were  inoor 
porated  and  seven  existing  institutions  authorized  to  continue  under  the 
provisions  of  this  act.  The  new  banks  provided  for  were:  the  Frank- 
lin Bank,  of  Columbus:  the  Lancaster  Bank,  of  Lancaster;  tbe  Bel- 
mont Bank,  of  St.  ClairsviUe;  the  Commercial  Bank,  of  Lake  Erie,  in 
the  village  of  Cleveland;  the  Bank  of  Mt.  Pleasant,  at  Mt.  Pleasant, 
and  the  Bank  of  West  Union,  at  West  Union.  The  charters  of  thefd- 
lowing  banks  were  continued  by  the  same  law:  The  Lebancu  Miami 
Banking  Company,  the  Bank  of  Cincinnati,  the  Urbana  Banking  Com- 
pany, the  Columbiana  Bank,  of  ITew  Lisbon;  the  Farmers  and  Me- 
chanics' Bank,  of  Chillicothe,  and  the  German  Bank,  of  Wooeter.  It 
also  provided  that  the  Miami  Exporting  Company  might  avail  itself  of 
the  provisions  of  the  act  and  continue  banking  under  its  authority. 
The  charters  of  these  banks  were  to  continue  until  1843.  This  law  pro- 
vided that  the  affairs  of  each  institution  organized  under  its  provisicMis 
should  be  managed  by  a  board  of  thirteen  directors,  of  whom  the  Presi- 
dent should  l>e  one,  and  a  majority  of  whom  should  constitute  a  quo- 
rum for  the  transaction  of  business.  Each  bank  was  to  set  oS.  one  share 
to  tbe  State  for  each  twenty-five  shares  of  its  capital  stock,  on  or  before 
September  1,  1816,  and  to  continue  to  do  so  as  new  stock  might  be  cre- 
ated and  sold.  Each  share  set  apart  to  tbe  State  should  be  entitled  to 
the  same  dividend  as  allowed  other  stockholders,  "  collectively  as  one 
dollar  is  to  twenty-flve  dollars."  This  provision  was  made  in  lieu  of 
taxes,  and  all  banks  availing  themselves  of  the  provisions  of  this  act 
and  operating  thereunder  were  "exempt  and  free  from  payment  of  any 
tax  to  be  imposed  and  collected  by  any  other  law  of  the  State." 


MIDDLE  STATES. 


671 


LKQiaLATios"  REonLATiwo  THK  Bankhtq  BnanrBss. 

Febraarj  5,  1819,  the  Legislature  passed  "An  act  to  reflate  Judi- 
cial protieedings  where  banks  and  bankers  are  parties,  and  to  protubit 
issuing  bank  bilU  of  a  certain  description."  No  bank  or  banker  within 
the  State  should  issue  or  receive  notes  or  bills  payable  on  a  future  day, 
but  all  wach  were  to  be  "  held  to  be  payableoa demand."  It  also  pro- 
hibited the  issuing,  passing  or  recel\'ing  of  bills  of  less  denominations 
than  one  dollar. 

The  Legislature  attempted  to  make  the  money  of  the  banks  good  by 
enactment  throuKh  the  passage  of  a  law,  February  8.  1819,  to 
prohibit  the  paying  or  receiving  of  any  bank  note  or  bank  notes  at  less 
than  the  amount  expressed  in  the  body  of  the  same,  and  every  person 
so  offending  was  to  be  deemed  guilty  of  misdemeanor  and  upon  con- 
viction thereof,  be  fined  in  any  sum  not  exceeding  five  hundred  dollars. 
This  law  was  repealed  January  24,  1820.  On  February  18, 1820,  an  act 
was  passed  to  enforce  payment  by  banks  and  to  prohibit  the  issuing  of 
bills  payable  at  a  future  date. 

Enactments  were  passed  on  February  2, 1821,  February  2,  1822,  and 
January  28,  1824,  to  facilitate  the  collection  of  debts  or  claims  against 
bttnks  or  bankers.  The  last  enactment  also  reiterated  the  prohibition 
against  issuing  bills  payable  at  a  future  date. 

By  act  of  February  5, 1825,  all  banks  created  or  incorporated  by  the 
act  of  February  23,  1816,  were  reinvested  with  such  stock  as  had  been 
set  off  and  vested  in  the  State,  and  instead  thereof  each  bank  was  re- 
qnired  to  pay  to  the  State  two  per  cent,  on  all  dividends  made  by  it 
previous  to  the  passage  of  this  act,  and  four  per  cent,  on  all  dividends 
which  should  thereafter  be  made  by  such  bank,  until  otherwise  pro- 
vided by  law.  It  required  the  directors  or  a  legal  majority  of  them  to 
notify  the  Auditor  of  State  of  their  acceptance  of  the  tenns  of  this 
act  and  their  compliance  therewith  and  to  furnish  the  Auditor  with  a 
iitement  of  all  dividends  made  previous  to  the  passage  of  this  act. 


Bkanch  of  THK  UinTKD  Statbs  Bank  Prohibited. 


^1  March  14,  1836,  was  passed  "  An  act  to  prohibit,  within  this  State, 
^■Uiy  branch,  offlce  or  agency  of  the  United  States  Bank,  as  recently 
^Beliartered  by  the  Legislature  of  Pennsylvania ;"  wherein  it  was  provided, 

"That,  whereas,  the  general  welfare  of  this  State  forbids  the  establish- 
^—inent,  within  \ia  limits,  of  any  branch,  office  or  agency  of  said  bank," 
^btc.  That  it  should  be  unlawful  for  any  body  corporate,  created  by 
^Baw  of  the  State,  or  person  or  persons  to  act  as  agent  or  representa- 
^Vtive  for  such  bank,  or  to  circulate  any  notes  or  bills,  as  money,  issued 

by  the  Hank  of  the  United  States.  To  make  the  act  effective  heavy 
^_flne»  were  imposed  for  a  violation  of  its  provisions.  This  act  was  re- 
^beoled  January  28.  1838.  and  a  new  one  passed  February  9,  1839,  pro- 
l^^biting  the  establishment  of  any  branch  of  any  bank  within  the  State 
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witboat  the  conseDt  of  this  State,  which  law  remained  in  force  ontil 
March  12.  lSi5. 

On  March  14, 1836,  a  law  was  oiaeted  prohibiting  the  issning  of  bilb 
of  less  denomination  than  three  dollars  after  July  4,  1836,  and  anj  bills 
of  less  denomination  than  five  dollars  after  Jol j  4, 1837.  Bat  on  March 
13.  1838,  the  above  act  was  repealed  and  bonks  were  authorized  to  isme 
notes  of  less  denomination  than  five  dollars,  bat  not  less  than  one  dol- 
lar. By  the  last-named  act  it  was  provided,  "  That  the  several  baiik» 
incorporated  by  the  laws  of  the  State  be  and  they  are  hereby  required 
to  resame  specie  payments  by  Jaly  4,  1838,  provided  the  banks  of  New 
York,  Philadelphia  and  Baltimore  have  resumed  by  that  time.'*  And 
if  any  bank  should  fail  to  comply  with  the  requirements  and  not  resame 
specie  payments,  it  should  be  discredited  at  the  treasury  of  the  State 
acid  its  notes  should  not  be  received  by  county  treasurers  for  "taie^ 
tolls,  or  other  public  dues  of  the  State." 

But  the  enactment  of  laws  by  one  Legislature  for  the  purpoee  of 
antborizing  and  regulating  banking  and  currency  and  the  repeal  of  such 
enact  men tH  by  the  succeeding  Legislature  and  the  substitution  of  other 
enactments  for  the  same  purposes  and  the  same  objects  failed  to  coreot 
the  e^41s  of  either  banking  or  currency  or  to  prevent  the  failures  of 
banks. 

February  16,  1838,  an  act  was  passed  prohibiting  the  exercise  of 
banking  functions,  including  the  issue  of  notes,  except  by  banks  incor- 
porate<l  by  a  law  of  this  State. 

H y  an  act  of  February  9,  1839,  the  issuing  of  any  bill  of  less  denom- 
ination than  throe  dollars  after  July  4,  1839,  and  after  October  1.  ISJy. 
of  less  tlian  live  dollars  or  of  a  denouiination  between  five  and  ten  dol- 
lars, was  prohibited,  under  penalty  of  fifty  dollars  for  each  offend. 

TiiK  Baxkisg  Law  ok  1839. 

On  February  25,  1839,  the  Legislature  passed  an  act  providing  for 
the  appointment  of  a  Board  of  Bank  (Commissioners  and  for  the  regu- 
Uition  of  banks  within  the  State  of  Ohio.  This  law  provided  for  the 
apiK)intin«'nt  of  Hank  Coniiuissioners  of  the  State  of  Ohio,  one  for  two 
years,  one  for  four  years  and  one  for  six  years,  and  at  the  expiration  of 
their  terms  the  appointments  were  to  b»'  for  six  years.  They  wen?  to 
receive  as  eompensution  tliree  dollars  per  day,  "while  actually  engit^n^ 
in  their  appointments,"  and  three  dollars  for  every  twenty-five  mih^of 
necessary  travel,  but  "shall  receive  no  y)er  ^te/n  compensation  duriru: 
th<'  time  employed  in  travelling."  It  was  made  the  duty  of  the  eoni- 
missloiiers,  or  one  of  them,  to  visit  every  banlung  institution  ui  the 
State  at  least  once  in  eaeh  year  without  previous  notice  to  such  institu- 
tion, and  make  a  thorough  examination  thereof.  Their  pt)wers  weiv 
ample  to  carry  out  the  provisions  of  the  law.  It  was  the  duty  of  the 
eoimnissioners  to  make  an  annual  rcfwrtof  their  proceedings  and  inres 
tigati(ms  to  the  Legislature  on  or  before  the  third  Monday  of  each  rnt- 
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neesion.  The  coiuniisslouers  were  liable  to  prosecution  for  a  fail- 
ure or  neglect  of  duty,  ajid  were  forbiddeu  to  disclose  tlie  Dame  of  any 
Bbtor  of  aiiv  banlung  institution  or  the  private  accounts  of  depositors. 
Hany  banking  institution  through  its  officers  refused  to  permit  the  ex- 
HkluAtion,  or  to  furnish  such  evidence  or  aBsistance  as  the  commission- 
nt  needed  in  the  examination,  it  should  forfeit  its  charter. 

It  required  all  banking  institutions  to,  at  all  times,  pay  their  notes 
in  gold  and  isilver  coin  or  the  current  notes  of  other  banks;  if  they 
should  for  a  period  of  thirty  days  in  any  one  year,  fail  to  pay  their  notes 
in  gold  or  silver,  the  commissioners  should,  in  the  uiauner  prescribed, 
proceed  to  close  up  such  institution. 

It  prohibited  the  appointment  of  any  one  to  be  a  commissioner  who 
was  a  stockholder  of  or  who  was  indebted  to  any  moneyed  institution 
having  banking  powers. 

On  Marcli  23,  1840,  the  Legislature  enacted  another  amendment  to 
the  law  of  January  5J7,  1816,  endeavoring  to  drive  from  circulation  all 
onanthorized  issues  of  currency.  It  also,  by  this  act,  prohibited  the 
issuing  of  bills  of  less  denomination  than  Hve  dollars.  The  penalty  for 
the  violation  of  the  above  enactment  was  the  forfeiture  of  its  charter 
by  the  bank  violating. 

On  the  same  date  an  amendment  was  made  to  the  act  providing  for 
the  Board  of  Bank  Commiseioiiiers,  defining  the  powers  of  the  board  and 
specifying  the  duties  of  banks  and  bonk  ofHcers  in  their  rclittioa  to  the 
board,  fixing  the  compensation  for  the  board  and  providing  the  penalty 
for  failure  upon  the  part  of  the  banks  to  comply  with  the  requirements 
of  the  act. 

An  act  was  passed  February  18,  1842,  to  enforce  the  resumption  and 
continnance  of  specie  payments  by  banks,  to  provide  for  the  appoint- 
ment of  Receivers  for  failed  bank.s,  and  to  define  the  powers  and  duties 
of  such  Receivers.  This  also  prohibited  the  buying  of  or  speculating 
lo  claims  a^nst  the  bank  by  the  Receivers  or  Bank  Commissioners. 
It  ftirther  provided  that  if  any  Receiver  or  Bank  Coiumissdoner  ' '  shall 
convert  to  liis  own  use,  embezile,  loan  or  fraudulently  dit-pose  of  any 
money  or  effects  of  such  insolvent  banks  he  shall  upon  conviction  be 

I  prisoned  in  the  penitentiary  and  kept  at  bard  labor,  not  more  than 
1  years  nor  less  than  three  years."  It  further  defined  the  duties  of 
B  commissioners,  requiring  them,  or  one  of  them,  to  visit  the  banks  at 
Lst  once  in  each  six  months. 


Gknkrai.  Revision  of  the  Bakkinq  Law  ia'  1842. 


A  general  law  to  regulate  banking  in  Ohio  was  enacted  March  7, 
which  was  intended  to  remedy  tiie  evils  resulting  from  the  defl- 
icles  of  former  legictlation  and  to  embody  the  wisdom  derived  from 
arience.  It  provided  that  no  association  of  persons  should  be  incor- 
itcd  to  carry  on  the  business  of  banking  within  this  State  wiinout 
[ig  first  regularly  formed,  and  having  made  application  lo  the  Legia- 
43 
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latijre  for  an  act  of  Incorporation ;  required  notice  of  msfa  i 
to  be  publitdicd  in  some  newspaper  of  ffeoemi  circulation  iu  tbe  count; 
for  at  leu-st  tliirty  days  next  preceding  tiie  session  of  tiie  Geueriil  Aaatrni- 
bly  to  which  application  was  to  be  uiude.  It  defined  Uie  powen  a(  the 
bank  and  prohibited  it  eoruuiencing  business  until  all  its  ciqtital  liioiild 
be  paid  in  gold  or  silver;  required  the  capital  stock  to  be  ezjunlued  bj 
the  Bank  Cummi»gioner8  and  certified  to  the  Re^^er;  requirx?d  tbf 
officers  to  take  oath  and  defined  their  powers  and  duties;  prt>vidnl  (or 
ponishnient  for  violation  by  an  officer  or  agent  of  any  of  the  proviskm* 
of  the  preceding  specifications ;  provided  for  declarinf^  di  '  '  Th» 
proportion  of  circulation  to  capital,  and  the  manner  of  l«-  .!»• 

tion,  the  payment  of  expense  of  eoiuniissioners  and  regi  ilw 

rate  of  interest,  for  a  special  tax  on  capital  and  cin-ulaiion  '  ri>- 

ation  of  a  safety  fund,  for  the  receiving  of  the  notes  of  other  tiank*. 
ruleit  for  transtfer  of  stock,  the  posting  for  public  isapectjon  of  tlw 
names  nf  gtockliolders ;  made  the  President,  directors  and  otHcers  \ialaU 
for  the  loss  of  capital  and  miemanugeinent,  and  rejtrnlated  the  deoooii- 
natlon  of  notes.  On  the  same  day  the  Legislature  passed  an  act  b) 
prevent  fraudulent  currency,  and  another  to  amend  tlie  act  of  Fi'lini- 
ary  18,  providing  for  Bank  Commissioners  and  for  the  regulation  uf 
bankti  within  the  State,  and  to  enforce  reeumption  and  conHnoanot*  of 
specie  payments.  The  act  of  February  18,  1848,  was  further  amrudifsl 
by  an  act  of  January  25,  1843. 

Eacrh  aeaaion  of  the  Legislature,  either  upon  recomme?i<     "  'li« 

Governor,  or  the  promptings  of  patriotism,  undertook  t"  iii» 

evils  of  the  currency  system.  The  enactment  of  the  most  etringent 
laws  against  unauthorized  banking  and  bank  currency,  and  the  iacnau- 
ing  of  banks  by  authorizing  additional  charters,  did  not  prevent  ttu* 
circalatiii^  of  unauthorized  currency  nor  the  failure  of  banks.  Th«e 
brought  distress  and  resulted  in  general  paralysis  of  bauDen  bjUbt 
withholding  from  the  oommanity  of  the  principal  a^jent  nnnrwnnijtntti 
transactions, 

Opposmoir  TO  thk  Baxk  oif  thb  Uititkd  Statbs. 

The  establishment  of  a  branch  of  the  United  States  Bank  In  C\xieby 
nati,  January  12. 1817,  and  one  at  Chillicothe  on  October  13,  of  the  MB* 
year,  designed  possibly  to  give  strength  and  stahiltry  to  the  gflMnl 
financial  system,  proved  rather  to  be  a  source  of  irritadon,  doI  ODiyt* 
the  bankers  of  the  Btat«  but  also  to  the  Legislnture.  What  was  bcfii* 
as  a  war  of  competition  between  the  bonks,  btscame  a  war  of  tuttfoA- 
nation  when  taken  up  by  tlie  Legislature.  On  Ffhi— — ■=  "^'•'^  th« 
Legislature  adopted  a  resolution  levying  a  tax  nf  ^  .i«A 

branch  or  office  of  the  Bank  of  the  United  St  uhI  i««v* 

that  if  payment  should  be  refused,  the  coil  Hbnald 

the  bmik  and  by  for<;e  secure  the  amount,  wiiich  wav  drmo  tn  tha 
of  tlMt  Chillicothe  brunch.     The  bank  appealed  to  the  UDlt49d 
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^Circuit  Court,  whiob  ordered  that  the  money  be  returned.  The  matter 
ra«  carried  to  the  Supreme  Court  of  tlie  Unit«d  States  aud  decided  in 
Ivor  of  the  bank. 

DlFWCULTIES  IS  AdJIJ9TIH»  Taxbs. 

The  question  of  taxation  was  one  that  exercised  the  ingenuity  of 
itors  and  State  officials.  It  was  sought  in  several  ways  to  secure  a 
I  of  valuation  tliat  wo<i]d  be  accepted  by  the  banks  and  at  the  same 
ae  make  it  a  stable  and  profitable  source  of  revenue  to  the  State. 
Tirst  there  was  levied  a  certain  per  centum  upon  tlie  dividends  paid, 
id  next  there  was  the  setting  abide  of  a  portion  of  the  stock  as  the 
property  of  the  State,  aud  then  finally  a  return  of  this  stock  to  the 
iks  aud  again  requiring  the  payment  of  a  certain  per  centum  upon 
dividends  paid.  These  afford  illustrations  of  the  method.i  of  experiment 
^employed  in  the  matter  of  bank  taxation.  The  State  officials  appear  to 
ive  experienced  considerable  difficulty  in  collecting  the  taxes  from  the 
iks.  The  reports  of  the  State  Auditors  give  frequent  notice  of  their 
Inubillty  to  collect  the  taxes  due  and  the  consequent  embarrassment  to 
the  department. 

I  Why  thb  Basks  Sdspkntjkd  Spbctb  Patmksts  rw  1837. 

'  The  suspension  of  sptecie  payments  was  a  matter  of  frequent  occur- 
rence and  a  cause  of  grave  concern  to  Legislature,  banks  and  cuiumu- 
nity.  The  Legislature  in  December,  1837,  by  resolution  refjuired  the 
Auditor  of  State  to  procure  from  the  banks  a  general  statement  of  their 
condition  under  tweuty  different  questions,  or  specitleations,  one  of 
'which  was,  "What  were  the  causes  which  led  them  to  suspend  specie 
payments  and  at  what  period  they  expect  to  resume  them  ?" 

Replying  to  the  above  questions,  M.  Qarathy,  Cashier  of  the  Lan- 
caster (Ohio)  Bank,  said : 

P       "  The  causes  which  led  to  the  snspension  of  sfjecio  payments  by  the  Ohio  banks. 

In  May  last,  were  so  notorious  at  the  time  the  suapenslou  took  place,  that  we  did 

anpposo  they  wern  known  to  every  one.    But  it  seems  to  bo  otherwise  ;  and  we  will 

|,ttier«rore  gire,  In  as  brief  a  manner  as  possible,  the  reasons,  as  we  suppose,  which 

[la(x<i.l  the  suspension. 

At  the  time  the  Ohio  bunks  declined  the  redemption  of  their  bills  with  specie, 

bey  were  apprised  that  the  banks  o(  the  States  north  and  south,  east  and  west,  had 

nerally,  if  not  unlrcrsaUy,  su.-'pouded  spwie  payments.    The  Ohio  banks  were  well 

^■ware  that  a  eontinimDce  of  Hprt'ic  paj-mt-nts,  under  sui.-h  u  condition  of  things,  would 

abject  them  to  heavy  aud  cotuitaiit  dnifts  on  thL'ir  coin  ;  and  that,  too,  by  banlu  of 

IbiT  8tnt<>8,  which  had  clos*.^!  their  dixirs  to  this  mode  of  pa>Tnent.    They  deemed  it 

folly — nay,  worse,  highly  criminal,  to  continue  a  course  of  operation  which 

oust  re«nlt  in  abstracting,  to  their  full  amount,  the  precious  mi^aU  from  Ohio,  while 

far  as  they  could  8i?e,  no  corresr>ouding  benefit  would  result  therefrom.    In  this 

jnditlnn  of  the  monetary  affairs  of  the  country,  and  with  the  further  embarrassmont 

ritiing  from  tbe  refuRal  of  the  land  offices  to  rei-eive  bank  paper  in  payment  of  the 

ibilc  lands,  the  Ohio  banks  felt  it  to  t>e  an  impfnitive  duty  to  adopt  the  course  they 

lid,  for  tbe  purpose  of  guarding  aKainst  consequences  which  they  foresaw  must  prove 
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fatal  to  the  banks,  and  dlsastroos  to  the  beet  interests  of  t}i«  8t«te.    Tb«<  i 

of  apecio  payments  by  the  Ohio  banka  was  nearly  slmoltaucons,  anil  wttboat  omocl, 

■howlng  that  similar  views  and  Biuiilar  feelings  influencixl  tbem  to  tho  aonne  Ibef 

took. 

To  that  part  of  the  reeoluUon  which  require*  an  opinion  as  to  the  time  wbn  iti* 
banks  expect  to  rcannie  specie  payments,  a  simple  declaration  tliAt  we  do  not  Icnow, 
might  lie  dc«nied  an  insufficient  answer,    •    •    • 

The  refusal  at  the  land  olflces  of  the  notes  of  8p<>cJe-pRying  banks,  wb«B  fef 
fifteen  or  twenty  years  they  had  been  rewivwi,  and  without  a  r'^wson  V.«-(n«f  awnfDnl 
for  tlio  refusal,  was  eminently  calculated  to  diotTedit  banl(  pa{xT  v. 
eraUy.  It  is  a  fact  nolorioaa  to  the  most  casual  observer,  and  wK . 
to  attempt  to  disguise,  even  if  we  felt  inclined  to  do  so,  that  thr  nicasunai  uf  the  J0:- 
retary  of  the  Treasury,  since  July  1,  1836,  in  reference  to  weatem  bank  rapM',  bare 
resulted,  whether  so  Intended  or  not,  in  exciting  a  ^nenil  distrost  of  pa|>cr  mooHT  ; 
and  the  unfortunate  compulsory  suspension  of  specie  payment*,  whi<-b  foUawrdKna 
after,  completed  the  mischief  which  the  Secretary  began.  If  the  sticcia  divalir* 
were  rescinded,  tho  bank  paper  made  receivable  in  payment  of  public  laada,  Uie  eo^. 
fldence  of  the  public  in  bank  notee  would  be  at  once  resiorvil,  and  the  ' 
could  and  would  commence  tho  payment  of  gpf>cie  for  their  notes  fonhwtlhf 
attempt  a  resumption  while  the  country  is  so  deeply  in  debi,  and  uaderthe  i 
oreditAd  condition  of  paper  money,  would  brin^  on  a  state  of  thinga  which  i 
lent  mind  could  contemplate  but  with  feelings  of  deep  regret." 

Reports  were  received  from  thirty-four  banks,  generally  soataisinf 
the  views  expresssed  in  the  above  quotation.  Thia  appears  to  be  tbe  Bn> 
general  record  of  the  condition  of  the  banks  of  the  State,  being  a  state- 
ment of  their  condition  in  December,  1837.  It  shows  that  these  thirtj- 
four  banks  were  capitalized  at  |13,700,i)(iO,  and  had  paid  in  •ll,3i8l, 
of  capital  and  had  a  circulation  of  (6,221,186. 

Oboaxizatioit  aitd  Opbratios;  of  thb  Early  BAina. 

During  the  twenty  yean  following  the  paMsge  of  the  geoend  i 
ment  of  1816,  numeroua  banks  were  organized.  The  Dayton  liaM- 
facturing  Company,  with  banking  powers  had  been  authorized,  AogiMI 
18,  1814,  and  continued  in  business  nntil  1831,  at  which  time  na* 
ehange  was  made  in  its  affairs  and  thereafter  it  was  known  as  the  Daj' 
ton  Bank.  It  is  claimed  to  be  the  lineal  antecedent  of  the  ■WlW«n 
National  Bank  of  the  present.  At  Mount  Vernon  the  Owl  Creek  Beak 
was  organized  April  lO,  1616.  It  is  said  to  hHv«  been  a  private  beak, 
and  failed  ui  1831.  The  Bank  of  New  Phila*1elpliia  wae  orgatdaed  No- 
vember 13,  1816,  and  failed  a  few  years  Later.  The  Bank  o(  liaJnUtOD, 
at  Uamiiton,  was  authorized  December  19.  1817,  and  continued  to  do 
busineM  until  Febmorf  9,  1842.  At  Xenia  the  Bank  of  Xeaia  «■• 
authorized  in  1819.  the  Hank  of  Ueauga,  at  PaiDeertOe,  lo  1880,  and  oat- 
tinued  until  1863  ;  the  Franklin  Bank,  of  Cindnnati,  was  orgaolHd 
and  commenced  Inisiness  in  18S3.  and  the  La  P^ette  Bank,  of  da 
nati,  in  1634,  both  of  which  are  still  doing  boatneaa.  The  Bank  o(  • 
olevUle  was  authorize<l  in  1834  and  liquidated  In  1864.    The  Bank 
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lanhattAD  was  anthorized  March  25,  1836,  to  do  bnsinetig  at  Toledo, 
And  uppt'ars  to  have  been  the  first  bank  at  that  place.  The  Ohio  Life 
and  TriMt  Cumpany  was  chartered  February  12,  1834,  with  an  author- 
ized capital  of  i£2,000,000;  it  vra  located  in  Cincinnati  with  a  branch 
office  in  New  York. 

Of  the  Erst  banks  the  Miami  Exporting  Company  had  a  successful 
career  for  many  yefirs,  but  finally  declined  and  failed  January  10,  1842. 
The  Farmers  and  Mechanics'  Bank,  of  Cincinnati,  failed  the  following 
day.  The  Bank  of  Marietta  continued  business  by  extension  of  its 
charter  until  January  1,  1843,  when  it  went  into  voluntary  liquidation, 
by  reason  of  the  expiration  of  its  charter,  but  before  its  affairs  had 
been  finally  closed  the  law  of  February,  1845,  had  been  enacted,  and  it 
waa  succeeded  by  the  Marietta  branch  of  the  State  Bank,  in  the  same 
room  and  with  the  same  President.  In  1863  the  branch  bank  was 
merged  into  the  Marietta  National  Ban): and  continued  until  February 
16,  1876,  when  it  went  into  final  liquidation.  The  Muskingum  Bank, 
of  Zanesville,  had  a  very  successful  career,  and  continued  to  do  business 
until  the  expiration  of  Us  charter  in  1843.  It  is  claimed  for  this  bank 
that  it  and  a  bank  in  Pittsburg  were  the  only  ones  in  the  United  States 
that  did  not  repudiate  and  refuse  to  pay  their  notes  during  the  panic 
of  1837. 

The  Western  Reserve  Bank,  of  Warren,  while  not  the  first  bank  in 
the  State,  has  perhaps  bad  tlie  longest  existence.     Cliartered  by  the 

',  Legislature  of  1811-12,  it  commenced  business  November  12,  1813,  and 
by  renewal  of  its  charter  continued  business  until  December  31,  1842, 
when  it  proceeded  to  close  up  its  affairs.  It  procured  its  second  charter 
aa  an  independent  bank  under  the  law  of  1845,  in  July  of  that  year; 
•od  in  turn  became  tlie  First  National  Bank  of  Warren,  July  31,  1863, 
again  renewed  its  charter  in  1883,  and  is  still  doing  business,  having  an 

,  unbroken  sucoession  of  more  than  eighty -five  years. 

Unsattsfactobi  Expkribnce  with  Notbs  Bkcurkc  by  Com- 
uercial  asskts. 

The  year  1842  closed  one  period  of  liistory  in  banking  in  Ohio,  for  by 
the  law  of  1816  the  charters  were  to  expire  January  1,  1843.  Numerous 
banks  had  been  incorporated  within  tliat  period,  some  of  which  had 
been  succeeeiul  but  many  failed.  A  feeling  of  general  disitrust  prevailed 
duringagood  portion  of  the  time  and  much  ditficulty  and  inconvenience 
were  experienced  in  the  transaction  of  the  business  of  the  country. 
The  banks  ga%'e  no  security  for  their  circulation  beyond  their  general 
aanote,  and  when  a  bank  failed  the  notes  were  in  many  cases  found  to 
be  worthless.  This  frequently  occurred  even  when  ordinary  prudence 
had  been  exercised  in  the  management  of  the  bank,  because  of  the 
^inability  of  borrowers  to  meet  th^  obligtflions  as  well  as  the  inability 
of  the  officers  to  realize  on  property,  the  assets  of  the  bank  of  necessity 
undergoing  shrmkage,     Another  aggravating  source  of  distrust  was  the 
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failure  of  banks  which  from  results  appear  to  bare  been  orgnuiztU 
purely  for  speculation.  One  of  the  most  tiagraut  examples  is  tho  Bank 
of  GallipoliB.  In  1839  a  gentleman  claiutiii^  to  be  a  capitalist  fnm 
Buffalo,  with  two  others,  arrived  in  Gallipull»  luid  proceeded  toarf>aaltt 
the  Bank  of  Galhpolis.  These  gentlemen  were  very  plau-' 
appearance  and  representations  and  soon  succeeded  in  m 
bank  with  a  capital  of  $200,000.  The  directors  authorized  au  i«Qeo( 
$175,000  of  circulation,  and  it  is  said  that  so  far  as  the  books  of  tb« 
bank  show  that  was  all  that  was  ever  issued.  When  the  bank  foiled, 
perhaps  two  years  later,  it  was  discovered  that  the  gentlemanly  maoB- 
gers  had  had  printed  and  issued  91, 20i  1,000  without  the  knowled^^ot 
the  directors.  This  currency  was  scattered  all  over  the  South  and  WwU 
These  bank  notes  as  products  of  the  engravers  and  printers'  aK  i 
pared  favorably  with  the  work  of  the  present.  There  are  still  i 
them  in  existence  and  inquiry  is  frequently  made  a»  to  their  value. 

In  1834  the  Lafayette  Bank,  of  Cincinnati,  was  organized  azKli 
tlie  names  of  tlie  directors  appears  that  of  Salmon  P.  Chase,  iriio  < 
chosen  secretary  for  the  board ;  and  tlie  records  of  the  meetings  of  ( 
directors,  made  by  him,  are  still  in  the  possession  of  the  bank.  Otbir 
prominent  bankers  of  that  period  were  Trumann  P.  Handy,  of  ClrT«> 
land,  who  ap|)eared  as  Cashier  of  the  Commercial  Bank  of  Cleveland  i* 
1837.  ALso  James  P.  Espy,  who  was  elected  Cashier  of  the  Fyuiklia 
Bank,  of  Columbus,  January  18,1827,  which  positior  waa  later  fiDedbf 
his  son  James  Espy,  now  of  Cincinnati. 

On  February  21, 1843,  an  act  was  passed  to  amend  the  law  of  Mafob 
7, 1842,  by  prohibiting  any  person  from  serving  as  director  in  moretban 
one  bank  at  any  one  time,  and  providing  that  "  no  judge  of  any  eooft 
of  record  In  this  State  or  clerk  of  uny  such  court,  or  sheriff  ol  any 
county,  shall  be  eUgible  as  a  director  of  any  such  banks.  •  •  •  Jfcr 
shall  any  loan  be  made  for  a  longer  period  than  six  moatha,  DOT 
note  purchased  that  has  a  longer  time  to  run  than  six  months  ttonl 
date  of  purchase."  It  also  regulated  dividends,  deSned  duties  o(  i 
ors,  provided  for  their  release  from  individual  liability,  required  dl 
ors  to  examine  the  bank  at  least  once  in  each  six  montha,  fixed 
holders'  liability,  provided  fur  a  Receiver  in  caie«  of  fail  ore  aod  diidMd 
his  duties,  prohibited  banks  and  bank  officers  from  dealing  bx  peblk 
stocks  of  (uiy  kind,  and  provided  that  the  State  of  Ohio  shooM  hare 
a  lien  upon  the  real  estate  of  the  directors  and  stockholder*  of  any  la- 
solvent  bank,  "  for  the  benefit  of  the  creditors  of  such  bank."  It  li/o 
provided  for  the  renewal  of  the  charters  of  a  number  of  banka.  On 
March  6,  1844,  provision  was  also  made  for  renewal  aod  i 
the  charters  of  a  number  of  banks  enumerated  in  tbe  act. 

The  tlnanciftl  difficulties  of  the  period  beginning  in  I8S7I 
the  State  government  as  well  as  the  banks  and  th«  people.    TIm  I 
was  engaged  in  building  canals,  and  Iiad  of  ooeoMlty  pbwed  its  i 
itiea  upon  the  market.     It  had  also  borrowed  #600,000  from  Uw  1 
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Bank,  of  Coloiubus,  and  f581,000  from  the  Chillirotbe  Bonk,  of 
ChUIicothe,  with  which  to  meet  its  payments  on  this  work,  and  found 

Iitjielf  unable  to  farther  meet  its  obligations.  In  the  Le^^islatnre  opposi- 
pon  littd  developed  against  the  continuance  of  these  improvements,  and 
ku  effort  was  made  upon  the  part  of  this  opposition  t<»  repudiate  the 
pbllgations  of  the  State.  With  this  division  in  the  sentiment  of  the 
l.egialatxire  and  it.8  consequexit  effect  upon  the  State  securities,  and 
,  'without  funds  to  meet  its  maturinpr  obligations,  It  seemed  as  if  dishonor 
and  ruin  must  be  the  result.     It  was  in  this  crisis  that  a  distinguished 

■lOitixen  who  had  served  the  State  as  a  member  of  the  Legislature  for 
knany  years,  and  in  other  capacities,  came  to  the  State's  rescue.  Hon. 
Alfred  Kelley,  upon  his  own  respon.»<ibility  and  the  strength  of  his  in- 
tegrity, raised  nearly  a  quarter  of  a  million  of  dollars  and  saved  the 
credit  of  the  State.  In  1844  he  was  again  elected  a  member  of  the 
[^Legislature.  Mr.  Kelley  had  been  a  leader  in  nearly  all  movements 
for  the  public  welfare  and  internal  improvements.  There  had  been  a 
trong  demand  during  the  past  several  years  for  the  creatitm  of  a  bank- 
i)g  and  currency  system  that  would  provide  a  stable  circulation  luid 
promote  the  credit  of  the  financial  institutions.  It  was  natural,  there- 
fore, to  look  to  Mr.  Kelley  for  some  effort  in  that  direction.  In  the 
?riod  between  the  date  of  his  election  and  the  meeting  of  the  Legis- 
iture  he  had  prepared  a  bill  "  to  Incorporate.the  State  Bank  of  Ohio, 
and  other  banking  companies,"  which,  as  Chairman  of  the  Currency 
|Coniiui.xsion,  he  introduced  on  January  7,  1845.  The  committee  in  re- 
arting  the  bill,  said: 

"  Tho  committee  entertains  no  doubt  that  a  very  large  majority  of  the  people  of 
{fllBtv  anxiously  desire  the  vnaetment,  by  the  present  Qoneral  Assembly,  of  some 
authorizing  the  esuibUstuueut  of  banks  wbicb  will  furnish  them  with  a  sate  and 
raient  ciirrDncy,  afford  reaaonablc  facUillcs  tor  obtaining  money  to  meet  the 
■nu  of  commercial  and  manufacturing  operations,  and  at  the  same  time  bold  out 
'piroper  inducemeats  to  those  who  have  money  to  invest  in  banking  instituliona. 
•    •    •    Id  framing  this  bill  the  cominittce  have  conHUntly  ia  view  the  great  land- 
marks of  entire  security  to  the  bill  bolder,  reasonable  security  to  dealers  with  the 
banks,  and  proper  inducement  to  the  capitalist,  whether  great  or  small,  to  invest 
bis  disposable  means  In  banking." 


IPBO\aSIONS  OF  THE  ACT  OF  1845. 
The  Legislature  passed  the  bill  February  24,  1846.  It  provided  that 
it  should  be  luwtulfur  any  number  of  "natural  individual  persons,  nut 
fewer  in  number  in  any  case  than  five,  to  associate  and  form  companies 
for  the  purpose  of  carrying  on  the  business  of  banking,  each  in  such 
place  in  this  State  as  shall  be  designated  in  the  articles  of  association, 
subject  to  the  contingencies,  restrictions,  conditions  and  liabilities  pre- 
scribed in  this  act."  The  aggregate  amount  of  capital  stock  of  all  the 
Kmpanies  authorized  by  this  act  was  fixed  at  six  millions,  one  hundred 
d  fifty  thonsjind  dollars.  This  did  not  include  tlie  capital  of  existing 
nks  that  might  be  authorized  to  continue  business  by  accepting  the 
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conditions  of  the  act.  It  divided  the  State  Into  twelve  districts,  fur 
the  purpose  of  giving  a  fair  distribution  of  the  privileges  of  tht»  act 
and  Dxed  the  uiaziinum  number  of  baniu  to  which  each  district  stiotild 
be  entitled,  created  a  Board  of  Couiinlssioners  composed  of  Jolm  W. 
AUen,  Joseph  Olds,  Daniel  Kilgore,  Alexander  Oriiiies  and  Guslaviu 
Swan,  and  provided  for  their  qualification  and  saccession;  required  lh» 
Governor  to  call  the  first  meeting,  fixed  Columbns  aa  the  plu-e  of  tuta^ 
ing,  and  directed  the  commissioners  to  select  one  of  their  uuuiber  at 
prei^ident;  required  c«rtificateB  setting  forth  the  name  of  the  ouiupaay. 
the  city,  village  or  town  where  it  was  to  do  busineav,  tbt>  amount  ti 
capital  stock  and  the  number  of  shares,  the  name  and  place  of  reaidcoM 
and  uamber  of  shares  held  by  each  member,  the  time  when  socb  cotn- 
pany  shall  have  been  formed,  and  whether  the  company  had  elected  to 
do  business  as  an  independent  banking  company,  or  as  a  brtuifh  of  1 
State  Bank  of  Ohio.  The  certificate  was  to  be  properly  acknuwledj 
recorded  by  the  county  recorder  and  a  copy  filed  with  the  Secretary  of 
State.  The  capital  stock  of  any  branch  of  the  State  Bank  should  not 
be  lew  than  one  hundred  thousand  dollars,  and  of  an  independent  hank 
oot  leas  than  fifty  thousand  dollars.  The  hiw  provided  for  the  depndt 
of  security  for  circulation  and  the  payment  of  stock,  also  for  the  Rnanl 
of  Commissioners  to  examine  certificates,  and  defined  their  datiM>.  It 
also  provided  for  the  appointment  of  a  Board  of  Control  for  the 
branches  of  the  State  Bank  of  Ohio,  defined  their  qualifications,  and 
stipulated  the  time  and  place  of  meeting,  fljced  their  compemMUioo  and 
created  them  a  body  corporate  until  May  1,  1866,  and  therciaft4>r  nntil 
the  atliurs  of  the  several  branches  shonld  be  closed  up.  All  not«s  baratd 
and  intended  to  circulate  as  money  were  to  be  made  payable  at  llieuflee 
of  the  branch  and  required  to  be  paid  in  gold  or  silver  coin,  the  lawful 
correDcy  of  the  United  states,  or  either,  at  the  option  of  the  bnutdl, 
OD  dtfnaod.  It  provided  the  ratio  of  circulation  of  bnuichcv  of  tha 
State  Baak,  which  should  be :  "  On  the  first  hundred  thousand  ddkn 
or  any  leoacr  amount  of  its  capital,  not  more  tlian  twio«  the  aiooanl  o( 
■utsh  oapitel;  on  the  second  hundred  thousand  dollars,  or  part  thascol 
not  moc«  than  one  and  a  half  times  the  amount  of  such  eapltxd  onr 
(tiie  hundred  thousand ;  on  the  third  hundred  thousand  dollars  or  part 
tht>rtH>f  not  more  than  one  and  a  quarter  times  tlic  capital  over  iwa  Imib- 
drt'd  thousand ;  on  the  fourth  hundred  thousand  dollars,  or  port  HuemA, 
not  mum  than  once  the  amount  of  such  c4t[>itAl  ovor  thn.'«  hiuuind 
Ihouoand,  and  on  any  amount  of  capital  over  four  hnn<ln><t  tboimBii 
dollar*  nut  more  than  three-fourths  of  t^uoli  cnpilnl  over  fonr  bunilnd 
tliouaaud.  and  on  its  portion  of  tlto  safety  fund  on  atuoant  M|ital 
thorvtn. 

It  a)!io  prorld«4  ih»  mannt«r  of  delivery  uf  notra  and  tttrir  rrtan 
whtMi  uiulilnt<«<l  :  rvquiml  each  branch  to  pay  ten  |H-r  c«-nt  on  iha 

H«u«»int  ot  '       ^    .  fund,  wL »• 

V  ">i.»l.  and  ie«»andd  ii 
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any  branch  refuse  to  redeem  its  notes  it  was  to  be  deemed  insolvent. 
In  case  of  insolvency  each  braucli  was  required  to  contribute  in  pro- 
portion to  its  circulation  to  a  fun<l  for  redeeming  tlie  notes  of  the  failed 
bank.  Independent  banlu  were  required  to  deposit  certificates  of  funded 
debts  of  this  State  or  the  United  States  to  the  amount  of  their  stock. 
The  Treasurer  of  State  was  to  furnish  circulation  for  bank.x,  and 
authorized  to  procure  the  necessary  engraved  plates.  Should  any  in- 
dependent banking  company  fail  to  redeem  its  notes  the  Treasurer  of 
State  was  autliorized  to  sell  stock  and  redeem  the  outstanding  circula- 
tion. It  made  it  the  duty  of  the  Auditor,  Treasurer  and  Secretary  of 
State,  or  a  majority  of  theni,  as  often  as  oneeiu  each  year,  to  appoint 
some  suitable  person  in  the  vicinity  of  each  independent  banking  com- 
pany, who  should  not  be  a  stockholder  in  any  bank  of  this  State,  who 
had  the  power  to  make  a  thorough  examination  into  all  the  affairs  of 
the  bank  which  he  miglit  l)e  appointed  to  examine,  and  such  agent  was 
required  to  make  a  detailed  report  of  the  condition  of  such  bank  to  the 
Auditor  of  State. 

The  general  provisions  provided  for  the  divisign  of  the  capital  into 
shares  of  one  hundred  dollars  each,  representation  of  stockholders  at 
election,  the  number  (not  less  than  five  or  more  than  nine),  aiirl  quali- 
fication of  directors,  their  term  of  ofRoe,  and  how  vacancies  should  be 
tilled,  and  that  banking  companies  should  l>e  bodies  corporate  until 
May  1,  1866,  and  thereafter  until  their  affairs  are  closed  up;  authorized 
the  Issuing  of  notes  of  one,  two,  three,  Ave,  ten,  twenty,  fifty  and  one 
hundred  dollars  each  and  ftsed  the  ratio  of  each;  and  provided  for  the 
redemption  of  the  notes  of  both  independent  and  branch  banks.  It 
required  each  banking  company  to  have  on  hand  at  all  times  in  gold  or 
silver  coin,  or  their  equivalent,  one-half  of  which  at  least  should  be 
in  gold  and  silver  coin  in  its  vaults,  an  amount  equal  to  at  least  thirty 
per  centum  of  its  outstanding  notes  of  circulation ;  fixed  the  time  for 
declaring  dividends,  and  required  statements  to  1m  made  twice  each 
year  and  filed  with  the  Auditor  of  State;  required  each  company  to 
p<iy  the  State  six  per  cent,  on  its  net  profits  in  lieu  of  all  taxes  to  which 
it  should  otherwise  be  subject;  fixed  the  limit  to  which  loans  might  be 
made  to  any  person  or  firm;  prohibited  the  paying  out  of  any  depre- 
ciated notes,  and  regulated  tlie  penalty  for  any  violation  of  this  act  by 
any  oflBcer  or  director.  then  provided  for  the  continuance  of  exist- 
ing banks  upon  accepting  the  terms  and  conditions  of  this  act. 

The  enactment  of  this  law  opened  the  way  for  the  establisment  of  a 
system  of  banks  that  suppUed  a  circulating  medium  entitled  to  the  oon- 
fldenco  of  the  people  and  with  su(;h  safeguards  about  Its  preparation  and 
emission  as  to  protect  it  against  unautliorized  issues.  Numbers  of  banks 
whose  charters  had  expired  in  1843  attd  were  in  process  of  liquidation, 
availed  themselves  of  the  pro\'isions  of  the  act  to  become  branches  of 
the  State  Bank  of  Ohio  or  independent  bank.s;  while  some  of  the  old 
I  whose  charters  had  been  renewed  by  special  legislation  continued 
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osder  their  forioer  charters.  For  several  years  bosiness  pmspercd,  luul 
the  Couimonwealth  enjoyed  the  benefits  of  n  imifortu  and  sound  cur- 
rency. The  first  general  report,  ua  evideiiced  by  the  pablic  re«wnb, 
was  of  the  conditions  of  the  bankjs  November  15.  1 SI6.  At  that  4ai<t 
there  were  nine  independent  bank.s,  seventeen  branches  of  the  Stat» 
Bank  and  eight  old  banks.  Tht>  independot>t  bank^  luid  a  rnpitol  of 
♦376,17t>;  the  branch  banks,  81,496,787,  and  the  old  Imnkii,  $3,B5S,75n, 
niaking  a  total  authorized  banking  capital  of  $o,^2(>.<)77.  In  IiMT  the 
Dtuuber  of  bank»  had  increased  to  ten  independent,  twenty- five  bmuch 
and  eight  old  banks;  in  1B48  to  Hftysix  and  to  Ofty-si'veu  in  1850. 

FuRTHKB  Acts  to  Prjjvbkt  Unapthorizkd  Bastkixo. 

The  providing  of  a  sonnd  and  nnlfonu  currency  did  not  prevent  tbe 
israingof  anauthori/.ed  bank  notes  and  the  cin'uliition  nf  issues  of  othrr 
States,  and  to  try  to  control  this  the  Legislature  on  March  21.  184S, 
passed  an  act  proliibiting  any  one  from  euga^ng  in  the  baidnen  vf 
banking  withoQt  express  authority  of  a  law  of  this  State ;  and  agafai,  oa 
January  22,  1846,  an.act  to  prevent  unauthorized  banking  and  th*f^ 
ralation  of  nnauthorized  bank  paper.  Thir;  prohibited  any  exclianga 
broker,  money  broker  or  incorporated  company  bringint;  into  tlit-  Suto 
for  parpo««s  of  circulation  as  money  any  notes  is«iued  by  any  bonk  or 
banking  company  out  of  this  State.  It  provided  further,  ''nuratiaU 
any  broker  or  incorporated  company  receive  tliem  knowing  tbrm  to 
have  been  broogbt  into  the  State ;  provided,  however,  that  tbi»  •faaO 
not  be  OOOfltraed  to  prevent  the  receipt  of  such  note^ji  if  the  bank  isminf 
ts  at  tfa«  time  redeeming  ita  notes  in  gold  and  silver  and  they  came  into 
the  State  in  the  regular  course  of  baeiness." 

ESACTMBKT  OF  A  FKBB  BANKUtO  LAW. 

On  Ifareh  21,  1851,  the  Legislature  passed  an  act  to  antborUe  fn* 
iMUtklag.    Section  1  provides:  "That  any  number  of  natural 
not  hn  than  three,  may  engage  ui  the  business  uf  bonking,  with 
llljhtik  privilogins  and  powers  conferred  by  and  subject  to  the 
olthfeaet.  ' 

This  act  forther  provided  for  oertificates  to  b«  made  bj  the  inear 
porators,  giving  name  of  company  and  the  name  of  plaoe  «bm  lb* 
bttahMWf  vas  to  be  carried  on,  the  amount  of  capital,  tlie  nanicgMri 
I  of  rtockliolders  and  the  time  when  formerL  When  praper(f 
1  Ik  aiioald  be  recorded  by  the  recortler  of  the  county  and  a  copy' 
tmnamhtad  to  the  Seoretary  of  State.  CapiiAl  could  not  be  le»  thw 
twvnljMIre  thoosand  dollars  nor  more  than  five  buudrrd 
<loUaia.  When  any  ootnpaay  had  complied  with  the  rrgulatkn* 
G«msior,  Auditor  and  Seentary  of  State  were  authorixml  to 
eMtlftonle  of  Inearporatioo. 

The  Aodttorof  State  should  have  notes  engraved  and  forward 
t.t  thrt  haiika  upon  the  deposit  of  specified  Moaritles,  ounniittinir  »f  i 
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iblic  stock  issned  or  to  be  issued  by  the  State  of  Ohio  or  the  United 
ites.  The  notes  were  to  be  signed  by  the  President  and  Cashier  of 
the  bank.  Tlie  stock  was  declared  personal  pro{>erty  upon  which  tlie 
bank  should  have  a  lien  for  debts  due  it.  It  atno  provided  for  the  elee- 
tiori  of  directors,  deftned  their  quallHcations  and  term  of  ofiBee,  tixed  the 
jnoiuinatioa  of  notes  and  their  proportion,  required  tlie  blinks  to 
Jive  the  notes  of  other  bank}*  at  par  and  to  keep  on  hand,  In  gold 
ad  silver  coin  or  their  equivalent,  thirty  per  centum  of  the  amount  of 
itstanding  circulating  notes:  provided  fur  the  sale  of  securities  to 
le«in  circulation,  deftned  stockholders'  liabiUty  and  made  it  the  duty 
the  Auditor,  Treasurer  and  Secretary  of  State  or  a  majority  of  them 
often  OS  OQoe  in  each  year  to  appoint  some  suitable  person  in  the 
Iclnity  of  eAch  banking  company,  -who  should  not  be  a  stockholder  in 
any  bank  of  the  State,  to  examine  the  bank  tind  moke  a  detailed  report 
to  the  Auditor  of  State. 

Between  the  date  of  the  passage  of  the  Free  Banking  Law  and  No- 
vember 15,  1851,  when  occurred  the  nest  recorded  statement  of  the 
iks,  twelve  had  b^cn  organized  under  Its  provisions,  and  there  were 
Xeu  twelve  independent  banks,  forty-one  branch  banks,  five  old  banks 
td  twelve  free  batik!>,  with  an  aggregate  capital  of  $7,949, 356. 
The  new  constitution  of  1851  contains  the  following  provision :  "  No 
;  of  the  (ieneral  Assembly  authorizing  associations  with  banking  pow- 
shall  take  effect  until  it  shall  be  submitted  to  the  people,  nt  the 
general  election  next  succeeding  the  .passage  thereof,  and  be  approved 
^y  a  majority  of  all  the  electors,  voting  at  such  election."  Similar pro- 
sionsare  to  be  found  In  the  constilutions  of  several  other  States. 
Again  the  question  of  taxation  appears  to  have  forced  itself  upon  the 
^stature,  and  on  April  13,  1852,  it  provided  by  enactment  for  the  re- 
im,  under  oath,  by  the  President  and  Cashier,  to  the  county  auditor, 
16  average  amount  of  notes  and  bills  discounted  or  loans  made  during 
the  year,  * '  on  which  tlie  bank  has  reserved,  received  or  is  entitled  to  re- 
ive any  proSt,  at  their  actual  value  in  money,  which  should  consti- 
jt«  the  ba^is  for  taxation." 
This  did  not,  however,  settle  the  question,  for  the  Auditor  of  State 
in  his  reiKjrt  of  February  12,  1853,  said :  "  But  few  of  the  banks  of  (3hio 
have  paid  the  taxes  assessed  against  them  under  the  provisions  of  the 
Bt  of  April  13,  18.52.  This  delinquency  is  not  a  matter  of  accident,  but 
I  attended  by  circumstances  which  betray  the  existence  of  a  conspiracy 
trample  upon  and  override  the  very  authority  which  gave  the  con- 
spirators their  corporate  existence." 

FoBaSD  NOTBS  UlSCOVERBD  IN  CtRCULATION. 

Cireat  care  had  been  exercised  In  all  recent  acts  in  those  provisions 
ilating  the  furnishing  of  circulating  notes  to  prevent  fraudulent  or 

authorized  issues.  However,  during  the  summer  of  1853  the  busi- 
I  community  was  startled  by  finding  in  circulation  a  quantity  of  the 
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notes  of  th«  free  banks  of  Ohio,  printed  on  ^noine  plAf«e,  with  focgid  i 
sifOiAturee  of  the  officers  of  the  banks  and  of  the  HegiBtrar,  who  «w 
Inquired  to  uamber  and  L>ounteraign  tbeui.     Ah  the  law  aiado  it  the  Ixui- 
nam  of  the  Auditor  uf  State  to  provide  tlie  uute><,  he  natontUr  Ml  hit 
responaibilitv  for  tbeir  appearance.    For  a  long  time  every  effort  tofltid] 
the  ones  who  bad  put  tbeu  in  circulation  failed;  but  finally  it  waadk-j 
ooTBTPd  that  tbe  engraving  e^tablisliment  liad  been  betrayed  by  tli£pt9^ 
Doo  entrusted  with  the  prlutiug  of  them.     This  individual  eretituatly  I 
confessed,  and  with  four  accomplices  was  tried  in  the  criminal  cotulol] 
H.imi]ton  county  and  sentenced  to  iiuprisoniuent  in  tbe  peniteutiar?. 
Tlie  old  plates  were  abandoned,  new  ones  procured,  and  the  old  diCBrJ 
latkiu  withdrawn. 

Hbroic  Trkatmkxt  of  Bajks  Rekusiso  to  Pay  Tkx. 

On  March  1-t,  1S53,  the  Legislature  enacted  a  Law  to  tax  baukt  iwl  J 
only  upon  tbeir  capital  but  also  upon  their  loans.  This  was  sligniatiini  ] 
•s  tbe  " crowbar  law,"  because  the  county  treasurer  was  autboflicd,  inj 
tb*  vnoi  of  refusal  to  pay  the  taji,  to  enter  the  vniilts  of  the  bai»k  ai><i| 
bgr  force  to  secure  the  money.  This  wns  done  in  the  case  of  tlie  CaB< 
msrclal  Bank,  of  Cleveland,  the  money  being  secured  and  stored  iatk*^ 
TMilts  of  an  insarance  company.  Application  was  made  to  tti*  United 
Stetes  court,  by  writ  of  replevin,  and  the  money  secured  by  the  roilad  j 
8tat«s  marshal  forcing  the  doors  of  the  vault  of  the  insurance cioiii{iUi;. 
Ttte  law  was  declared  unconstitutional. 

Pnring  1854  many  of  the  brinks  und  private  bankers  fadled.1 
thow  authorited  by  tbe  various  laws  of  the  State  were  reduced  by  ^;' 
and  by  19SS  the  old  banks  had  disappeared,  with  one  exoeptioa.  >aJ 
the  number  of  State  banks  was  reported  at  flfty-oine.     Tbe  ftosial 
panic  a4  1S57  oausMl  the  failure  uf  many  l>anks.  I&r.   '  .  jit« 

and  a  few  of  the  authorized  ones.     The  Ohio  Life  m. 
Allied  in  Anitnst,  1857.  and  its  failure  was,  perhaps,  one  of  Um  iaa 
•ta  (Wttses  of  the  panic.     It  foiled  l^ecauiie  uf  some  irrogalaritT  of  tWi 
t^a»l)ier  of  its  New  York  offlce.     It  had  bt<en  very  suoonwful  and  *tf\ 
y>T^  ''^  enviable  reputation.     Uany  of  the  Ohio  banks  kept  tbeir  Xe* 
York  aiccouut  with  this  io»titatioin,  and  it«  failar««as  a  heavy  blovto 
them.     It  bsaid  tbat  this  Cailum,  ai  one  time,  threatened  tbe  esisteiMe 
of  tbe  State  Bank  of  Ohkx 

Acts  wen  pawed  April  8  and  U.  18S7.  to  amend  Uift  !<m 

•*r«    ISli,  and a^ln  oo Maicb  14.  April  S  and  May  t,  of  i-..     tum 

,  ui  tihanglm  tike  puriKwe  or  general  prorisiona  of  tbe  law.  Od 
11,  1$5<.  an  act  vas  pMsed  sopfrfementiof  tbe  Frve  BankJog  Act 
'I.  but  was npealed  April 6,  1819. 

IXAt'ocHXTtost  or  TBS  NanosAi.  BaxKixa  Ststtsm. 

TbtM)Uth(«akaf  tin-  ncesor  eiisliiveairfl- 

(V>>- •'•')  itun  «n»<Mni>'rit ,  ii.^,,  Ai-f    >"<^>  tbe  lligh  1*1* 
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of  taxation  upon  Stat«  batik  issues,  drove  the  carrvncy  of  State  banlu 
oat  of  circulaiHon.  Must  of  them  availed  ttieiiiselves  of  the  provisions 
the  act  aud  became  Natiotial  banks;  some  continued  until  tbe  ex- 
itJon  of  their  cliart<*rs  in  1866  and  liqiiidnted.  Tliis  clo8©<l  another 
"period  in  the  history  of  banking  in  (Jhio.  Tlie  banks  authorized  under 
_the  laws  of  1845  and  1851  were  uniformly  successful  and  furnished  a 
rrency  for  the  people,  not  one  dollar  of  which  was  ever  lost  by  the 
older  thereof.  So  nearly  perfect  were  the  provisions  of  the  act  of  1845 
prepared  by  Mr.  Kelley,  that  they  received  but  little  modlfic^tioa 
^hen  presented  to  the  Legislature,  and  comparison  with  the  National 
ink  Act  will  show  a  marked  similarity  in  many  sections.  Tliis  may, 
perhaps,  be  explained  by  the  fact  that  Mr.  Chase  was  closely  identi- 
fied with  tbe  preparation  of  the  latter,  and  was  familiar  with  the 
former. 

During  the  perio<l  just,  mentioned  there  were  identified  with  the 
banking  interests  of  Ohio,  Judge  Swan,  Alfred  Kelley  and  J.  J.  Jan- 
ney,  of  Columbus;  Amasa  Stone  and  T.  P.  Handy,  of  Cleveland;  Jon- 
athan Harshman  and  Valentine  Winters,  of  Dayton;  J,  H.  Grosbeck 
and  James  Espy,  of  Cincinnati.  Others  who  began  their  careers  as 
ikers  daring  this  period  are  Wm.  G.  Deshler  and  P.  W.  Hanting- 
>o,  of  Columbus;  W.  A.  Goodman,  whose  name  appears  as  Cashier 
the  Ohio  Valley  Bank  in  1859,  and  G.  P.  Griffith,  of  Cincinnati; 
John  F.  Whitelaw,  of  Cleveland;  8.  W.  Moore,  of  Delaware;  J.  H. 
Winters,  of  Dayton;  A.  H.  Miller,  of  Fremont,  and  C.  A.  Phelps,  who 
was  Cashier  of  the  Springfield  Bank  in  1859 — all  of  whom  are  still  iden- 
tifled  with  banks  of  the  State. 

Witliin  the  year  1863  twenty  National  banks  were  authorized  and 
doing  business  in  Ohio,  having  a  capital  of  $2, 363, 000;  by  1864  thenum- 
it  had  increased  to  eighty-two  with  an  aggregate  capital  of  ^,772,- 
and  by  1865  to  one  hundred  and  thirty-four,  with  a  capital  of  ^1,- 
16,000,  and  a  surplus  of  ^1,834,000.  It  is  worthy  of  note  that  of  the 
ty-«ix  National  banks  organized  in  1668  nearly  one-third,  twenty, 
were  in  Ohio;  the  First  National  Bank,  of  Youngstown  and  the  First 
(ational  Bank,  of  Fremont,  being  numbers  three  and  Ave,  respectively, 
lere  wt<re  at  this  time  thirty-six  State  banks  in  Ohio,  with  a  capital 
[1,600,  and  "permanent  reserve"  of  ?il38,863;  also  numerous  pri- 
I  banks.  With  the  National  bank  notes  there  circulated  freely  the 
jvemment  notes,  called  greenbacks,  furnishing  a  convenient  and  ac- 
ible  currency.  The  suspension  of  specie  payments  with  the  out- 
;  of  the  war  had  been  universal,  so  that  all  banks  were  upon  an 
laal  footing  so  far  as  specie  payments  were  concerned.  The  National 
banks  were  regarded  as  having  an  advantage  over  State  and  private 
astitutions  in  their  profits  because  of  the  income  received  from  their 
;>nds  deposited  to  secure  their  circulation.  They  also  enjoyed  the 
reputation  of  being  more  secure  because  of  supervision  by  the  Qovem- 
xuent.     The  State  banks  were  mostly  confined  to  villages  and  country 
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towns,  for  the  reason  that  the  capital  luuitation  prevented  the  or^ani- 
zation  of  National  banks  in  the  siaallercoujniunities  where  the  demaad 
for  banking  capital  did  not  require  so  much  as  tlie  minimum  limit,  |S6,' 
000,  while  the  State  permitted  organizations  with  half  that  amount 

Effects  of  the  Panic  of  1873. 

The  banks  participated  in  the  general  prosperity  which  foU« 
close  of  the  Civil  War  and  the  subseqaent  reign  of  "  war  pricM.' 
panic  of  1873  w«i8  the  flrst  general  reversal  and  several  bantu 
others  suspended,  resuming  after  the  aniversaJ  excitement 
upon  the  first  stages  of  the  panio  had  subsided.     Thirteen  banka  wen 
compelled  to  quit  businese,  their  ailairs  being  settled,   ii  <  asei, 

with  great  loss  to  depositors.     They  were  not,  however,  .  ,  with 

the  widespread  disaster  which  was  consequent  upon  the  failure  of  ti»«J 
banks  of  the  earlier  periods  when  the  effects  of  failure  fell  upon  tlw' 
note  holders  as  well  as  depositors,  and  when  the  banks  gave  no  se«ttrit7 
for  the  redemption  of  their  notes. 

There  was  but  one  bank  failure  in  Ohio  from  1863  to  1873,  tlie  Fred- 
ricktown  Bank,  of  Fredricktown,  Knox  county,  which  Went  into  ^mak- 
ruptcy  December  Ii4,  1869. 

The  conditions  following  the  recovery  from  the  effectit  of  the  paoic 
were  favorable  to  general  prosperity  and  the  banks  shart«d  in  tii«  im- 
proved conditions.  In  the  country  towns  and  villager  money  wa«  not 
plentiful,  yet  appeared  to  be  ample  for  the  needs  of  business  ;  ttut  k. 
if  any  one  had  auythuig  for  sale  he  could  get  the  money  for  the  aitiato 
if  he  were  willing  to  act^ept  the  price  the  purcha,ser  was  willioKto  pay. 
Measured  by  ttiis  te^t  there  was  sufficient  for  the  needs  uf  biuiiMH. 
The  banks  were  not  able  to  supply  the  demand  for  loann  mid  ooH^- 
quently  found  a  ready  market  for  their  funds  at  good  rut««  o(  iolasvA 
In  the  towns  the  prevailing  rates  were  ten  to  twelve  per  ecint.,  wtiile  tl)# 
cities  charged  from  six  to  eight  and  in  some  cases  more.  If  the  iiMbO- 
ity  of  the  banks  to  accommodate  all  apphcanta  for  loans  be  this  |Mp<* 
test  as  to  the  supply  of  money,  then  it  was  not  plentiful. 

On  April  ^,  1877,  the  Legi.<ilature  enacted  a  law  to  autborin  ttm 
banking,  subject  to  the  approval  of  a  majority  of  the  Tut«r«  of  Ibt 
State,  as  required  under  the  constitution  of  1851,  but  failing  to  i 
such  approval  it  did  not  become  operative. 

On  April  29,  1879,  the  Legislature  repealed  llieprovisioii*  of  the  J 
Banking  Act  of  1851  pnjvidiug  fur  and  rt>;.,''ulutiiig  the  iamli^af  ( 
tion,  as  they  were  inuperntive  because  of  tlie  tJix  imposed  a|iaii8tit* 
issues  by  the  general  Govertuuent.  Also  that  provision  rvqulriof  (^ 
banks  to  be  examined  by  a  person  chosen  by  the  Auditor,  %»vmtMtj»aX 
Treasurer  of  State. 

The  resumption  of  specie  payments  on  January  1,  1879.  had  no  per' 
ceptible  elTei-t  u(K)r>  the  biiHhieKs  of  the  baukA.  I'be  knowleilK*  tM 
re«umptiou  liad  taken  place  and  that  ooin  oouid  be  liad  Maoel  to 
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every  one  and  none  cared  to  bother  with  it,  the  cniTency  being 
I  convenient, 
for  several  years  following,  only  an  occuiiional  failure  was  reported 
bat  caused  no  uneasiness  and  was  of  little  moment  except  to  those  inter- 
ested aa  cre«iitor8.  In  1884  twelve  Ohio  bonks  failed  as  a  result  of  the 
financial  disturbances  of  that  year.  In  1885  there  were  five  failures, 
all  private  banks;  in  1886  but  one  failed,  a  private  bank;  and  in  1887 
lere  were  three  failures,  two  private  banks  and  one  National  bank, 
le  Fidelity  National  Bank,  of  Cincinnati,  with  liabilities  of  1^,328,619. 
This  failure  was  caused  by  the  speculations  of  its  Vice-President.  This 
was  the  most  extensive  failure  of  recent  years,  and  possibly  the  greatest 
rer  occurring  in  Ohio.  The  bank  bad  been  operating  but  a  short 
36.  Organized  in  February,  1886,  it  wa«  placed  in  the  hands  of  a 
jeiver  in  June,  1887.  No  bank  in  the  State  everst^arted  under  more 
'favorable  conditions,  and  none,  perhaps,  ever  made  more  rapid  growth ; 
and  but  for  tlie  speculations  of  its  officials  it  might  have  become  a 
stnjng  and  permanent  institution.  While  this  failure  affected  a  good 
aany  people,  it  bad  no  influence  of  any  moment  upon  the  banking  in- 
erests  of  the  State.  General  conditions  were  conducive  to  prosperity 
id  the  banks  were  apparently  prospering.  When  the  panic  of  1893 
came  few  anticipated  trouble  or  feared  it«  continuance  or  wide  extent. 
Yet  twenty-seven  banks  were  added  to  the  list  of  failures  as  the  result 
_of  that  year's  experience.  Fifteen  private  banks  were  unable  to  stand 
je  demands  umde  upon  them;  and  seven  Btate  banks,  four  Savings 
iks  and  one  National  bank,  for  like  reasons,  suspended  business  and 
jeir  aflairs  were  wound  up  by  Receivers.  Several  other  banks  were 
>mpelled  to  suspetid  temporarily,  but  were  able  to  resume  after  a  short 
.  of  suspension. 

Growth  of  the  Bastkino  Business  dt  Ohio. 

Some  idea  may  be  hod  of  the  growth  of  banking  in  Ohio  by  a  com- 
of  the  number  of  bunks  and  the  amounts  of  capital  at  different 
dates  daring  the  years  since  the  inauguration  of  the  National  banking 
eim.     In  1865  there  were  134  National  banks  with  a  capital  of  ^1,- 
16,000  and  surplus  of  $730,000;  tliere  were  thirty-sLt  State  banks  with 
capital  of  8811.500  and  "permanent  re8er\'e"  of  iil38,363.     In  1875 
lere  were  173 National  banks;  capittil,  829,614.000  and  surplus,  86,347,- 
50.     There  are  no  records  for  that  yuar  of  the  State  banks.     In  1885 
lere  were  203  National  banks  with  a  capital  of  ^6,710,000  and  surplus 
:  16,400,000;  thirty-eight  State  banks  with  a  capital  of  gl, 962,000  and 
irplus  of  8392.046.     In  1895  there  were  247  National  Imnks  with  a  cap- 
of  845,445,000  and  surplus  of  812,809,000,  and  131  State  banks  with 
.capital  of  89,210,000  and  surplus  of  «1. 435.669.     In  1898  there  were 
National  banks;  capital,  ««4, 865,000,  surplus,  812,976,000;  161  State 
iks,  capital,  813,793,996,  and  surplus  and  undivided  profits  of  86,650,- 
J,  and  802  private  banks  with  89,954,548  capital  and  ^,425,277  surplus 
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and  undivided  proflte,  making  a  total  of  717  banks  with  t6&,6l3.i 
capital  and  $21,051,306  surplus,  in  round  numbere,  990,00O.OUU  uf  bank- 
ing capital.  In  1865  the  ?<ationaI  banks  doing  bnainess  in  the  8tat«  htti 
a  circulation  of  fl4,731,000;  in  1875,  «22,855,000;  in  1886,  fI9,011,<lllO; 
in  1895,  913,513.000;  and  in  1898,  (16.880,000. 

Since  the  introduction  of  the  National  system  there  have  be«i  tffU-  j 
ized  in  Ohio  361  National  banks,  of  which  107  have  gone  Into  tlqoMa-  J 
tion,  thirteen  only  of  wliich  have  fiuled.     During  the  same  period  Uvw 
State  bunks,  six  Savings  banlu  and  ninety-«ix  private  banks  have  fafM, 
making  124  failures  during  the  period  from  1863  to  1898,  i' 

At  the  close  of  1898  the  banks  of  the  State  were  in  a  h  udi- 

tion  and  strong  la.  available  funds.     The  general  business  situatiac  at  J 
this  time  was  exceptionally  good.     Most  of  the  city  banks  and  maoycf  | 
the  country  banks  pay  interest  on  deposits  and  as  a  consequenoe  money 
is  placed  with  them  even  at  low  rates,  resulting  in  an  enonnoos  aggK-  j 
gate  of  deposits.     Though  a  condition  of  general  prosperity  prevails  at ' 
the  time  thi.s  sketch  is  written,  and  the  manufactories  are  all  numiiiK, 
many  of  them  both  day  and  night,  yet  the  demand  for  aooommodatidB 
is  so  moderate  that  the  banks  tlnd  it  difficult  to  obtain  investlDMitt  for 
their  funds  and  rates  of  interest  are  lower  than  ever  before  in  the  hS»- 
tory  of  banking.     Competition  for  investments  is  ao  keen  as  to,  perittptt 
still  further  reduce  the  prevailing  rates. 

SAVtKQS   BAItXS. 

The  first  authorized  Savings  bank,  or  society  for  savingi,  ••  It  ^ 
called,  was,  perhaps,  the  Society  for  Savings,  of  Cleveland,  inciorponU^ii 
byactof  the  Legislature,  March  22, 1849.  Three  other  institutiooe  of  tba 
same  nature  were  incorporated  during  the  same  session ;  the  Hoekiaf 
County  Savings  Institute,  at  Logan;  the  Savings  Fxind  Sortcty,  ol 
Woodsfleld,  and  the  Pickaway  County  Savings  Institute,  at  CirclrrtOa 

The  historian  of  the  Society  for  Savings,  of  Cleveland,  says  thattbs 
first  suggestion  of  a  society  for  savings  in  Cleveland  came  from  Cliaa  J. 
Woolson,  in  a  private  conversation  with  Samuel  H.  Mather,  in  faboAn 
in  the  summer  of  1848.  These  gentlemen  were  both  from  New  Uampsbiii, 
and  when  they  met,  New  England,  its  people  and  its  iustitntiues  vena 
frequent  topic  of  conversation.  Oti  this  occasion  Mr.  WoolsoB,  tpetk- 
ing  of  the  success  and  the  benefits  of  New  England  Savings  banks,  aaU: 
"Why  not  have  a  savings  bank  in  Cleveland?  I  believe  one  tooU  h» 
establislied  here  that  would  be  a  success,  and  a  great  benefit  tothepa»> 
mnnity."  From  this  conversation  came  the  subaeqaeot  movtOMBt 
which  resulted  in  the  Sm-iety  for  Savings.  The  tint  depcislrs  w***  rt- 
ceived  August  2,  1849.  At  the  end  of  two  and  a  half  years  the  Ji \wdn 
amounted  to  $8tf.4S2,  and  the  number  of  depositors  to  484.  WbJI*  t^ 
outlook  was  not  bright,  the  board  <if  tru^'tee*  were  very  ttopefyl,  aa4 
one  In  the  exuberance  of  his  fe<>ling!<,  declared,  "  tlie  time  woalil  rtrnf 
when  the  depositA  would  amount  to  |3UO,000!"    In  1B49  Mr. 
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Secretary  and  Treasurer  and  continued  to  serve  aa  such 
itU  1884,  when  he  was  succeeded  by  Luther  Allen.     At  the  end  of  the 
fth  year  of  its  existence  it  had  grown  until  the  deposits  were  $265,095, 
and  tlie  nujnberof  depositors  were  1,787. 

It  passed  througli  the  various  panics  and  financial  depressions  which 
so  protuinent  a  part  of  the  financial  liistory  of  the  country,  without 
If  serious  ditflctUty  and  met  all  its  obligations.     By  1860  its  deposits 
id  increased  to  ^03,370,  and  its  depositors  to  3,175;  by  1870  its  de- 
its  were  $3,237,220.10,  and  its  depositors,  9,409;  by  1880,  deposit* 
r,230,  and  depositors,  22,584;  in  1890,  deposits,  ^19,145,274,  and 
itorw.  41,378,  and  at  this  time  (1899)  its  deposits  are  <30,472,264; 
undivided  profits,  ^72,365;  surplus,  12,000,000,  and  its  depositors, 
J,879.      lu  1886  Col.  Myron  T.  Herrick  was  elected  Secretary  and 
surer,  and  continued  such  until  the  death  of  Mr.  Mather,  who  had 
en  elected  President  in  1884,  when  Mr.  Herrick  was  chosen  President 
id  still  continues  at  the  head  of  what  is  cue  of  the  leading  Savings  in- 
titatJons  of  the  country. 

"liKGlSLATIOS    PROVIDIKO    FOR   INCORPORATION   OF    SaVTHOS  BANKS. 

On  April  16, 1867,  the  Legislature  enacted  a  general  law  for  the  estab- 
Ushuient  of  societies  for  savings.     Any  number  of  natural  persons  not 
Ave  might  incorporate  a  scKuety  for  sjivmgs  in  such  county  by 
itg  their  certificate,  setting  forth  tlie  piiqxise,  the  name  by  which 
;  should  be  known  and  the  place  where  the  business  was  to  be  done. 
ertiUcates  to  be  approved  by  a  Board  of  Commissioners  composed  of 
IP  Auditor,  Treasurer  and  Secretary  of  State.    When  approved  by  the 
)oard  of  Commissioners  the  Governor  was  to  issue  a  proclamation  au- 
thorizing the  persons  to  commence  and  carry  on  the  business  of  a  Sav- 
rs  society.     It  provided  for  officers,  the  manner  of  their  election  and 
iflcation,  term  of  ofHce  and  the  time  for  annual  meeting.     Author- 
^them  to  receive  deposits,  but  limited  the  amount  that  might  be  re- 
from  any  one  person  to  $2,500.     They  were  authorised  to  loan 
ley  on  real  estate,  and  acquire  and  hold  real  estate  for  the  conven- 
3c«  of  their  business.     The  act  required  an  annual  report  to  the  Board 
Commissioners,  and  authorized  the  deposit  and  withdrawal  of  funds 
minors  and  women. 

On  February  16,  1873,  an  act  was  passed  which  embodied  the  main 

ituriv  of  the  foregoing  and  provided  that  for  the  purpose  of  carrying 

the  business  of  said  corporation,  and  for  the  security  of  the  deposi- 

It  should  be  the  duty  of  the  persons  named  in  the  certificate  of 

i^anization,  and  such  others  as  might  become  stockholders  in  the  cor- 

nnitioiL,  to  raise  and  form  a  capital  of  not  less  than  fifty  thousand 

hilars  to  be  paid  in  as  should  be  required  by  tlie  board  of  trustees. 

^ut  at  least  one-half  of  each  subscription  should  be  paid  in  before  the 

oration  should  commence  business  and  the  remainder  from  time  to 

[ie  as  the  trustees  might  require. 

M 


mSTORr  OF  BANKING. 


It  alao  provided  for  the  repeal  of  the  act  of  April  18,  1867,  with  lU  I 
amendments,  but  provided  that  Buch  repeal  abooid  not  prejudir-v  Ui4J 
rights  acquired  by  such  institutions  as  were  operating  oudcr  said  lut, 
but  that  they  might  continae  their  business  under  the  provisions  c4  thii 
act  by  signifying  their  desire  t«  the  Secretary  o<  State. 

Under  tiiis  law  the  Savings  banks  of  to-day  are  ofieinUaig  u  ooia- 
mercial  Savings  bankB.  The  records  of  the  State  do  not  give  an; 
information  as  to  their  business  aa  Savings  banks,  merely  pabliahiiw 
their  reports  along  with  the  oilier  incorporated  banks  of  the  State,  tlwt* 
being  nothing  to  indicate  what  portion  belongs  to  the  Sa^in^s  and  whit 
to  the  commercial  department.  The  last  annnal  report  of  the  mxrutu} 
of  the  Ohio  Bankers'  Association  gives  the  nnmber  of  Savings  banks  in 
the  St-ute  to  be  ninety,  with  capita]  of  $B,C93.876,  and  surplus  and  Ofidi- 
vided  profits  of  $5,643,746.  These  ninety  banks  ore  included  La  the  on* 
hundred  and  sixty-one  before  enumerated  as  State  bauk& 

The  Savings  banks  are  an  important  factor  in  the  proeperity  of 
communities  where  located  and  at  the  same  time  largely  petfann 
functions  of  the  commercial  bank.  The  field  of  the  Savings  bank 
in  KTont  years  been  invaded  by  organizations  styleil  buildbig  and  laa" 
assocuatiuns,  wliich  assume  many  of  the  prerogatives  of  banks,  nvdTltig 
deposits  and  paying  interest  thereon,  and  loaning  money,  luostly  opcp 
real  estate.  These  institutions  enjoy  some  peculiar  privilege  aoqnind 
by  legislation  for  their  benefit.  They  pay  no  taxes  excxopt  it  be  upDO 
tlie  articles  of  furniture  necessary  for  the  conducting  of  their  bniinf 
and  4irc  exempt  from  internal  revenue  taxes.  They  may  borrov  tmioej 
to  supply  their  needs  and  may  loan  upon  such  seou/ity  ■■  tasy  be 
approved  by  the  board  of  dirt^ctora  They  thus  become  strong  i 
itors  for  tlie  business  of  the  banks. 

On  May  21,  1804,  the  Legislature  by  enactment  repealed  tbr  laW< 
February  24,  1&45,  wlucJi  authorized  the  8tat«  Bank  of  Ohio  anil 
bmnclios  tuid  also  independent  banks.      Hence  Ohio  to-ttay  hsi 
modifiml  form  of  the  Free  Banking  Law  of  1851,  the  law  of  DCS  |i 
viiUng  for  suvuigs  and  1«hui  assoolatiooa  (from  which  our  Savin^n  baoit 
p>t  tlioir  authority)  and  the  general  inoorporatioo  laws  of  the  SuUa 
Uadtir  ont>  or  another  of  these  three  systems  the  inoorpumted  b«Bk>M«] 
now  doing  business.    They  arc  not  subject  to  rxnminatioo  by  the  I 
but  on'  r»>*iulrwl  to  make  a  report,  to  the  Amlitor  of  State,  of  tlMir< 
ditlon  iHtforo  oominondng  business  on  the  first  Uooday  of  April  i 
OotoU'r  of  eoeh  year. 

Tho  private  banks  constitute  a  large  and  imp«3rtant  part  of  the  baak<j 
hig  lustitutlous  of  tlio  State,  operating  witltout  nuiny  of  the  roKr 
wiilch  (r.)vom  the  incorporated  banks,  but  whi-n  guIdiHl  by  tlw  •■■* 
wImUuu  and  skill  th»y  •«  equally  successful.  Thi«y  arv  not  rwqolw* 
tt«  make  reports  to  any  one,  except  such  as  an;  nK^iiirvd  tee  tW 
(mrpuMHi  of  taxation.  ooossqiienUy  uo  data  oaa  be  hxkd  cooeaniiqf  tiM* 
•HM>nillttiw. 
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8taU  Banks. 


TBIM 

Sa.of 
bmht. 

XMXUtuUL 
dUeounU. 

BvMit. 

CavUal 
timHc 

areulatlon. 

2>qM«a«. 

1886* 

34 

99,761,978 

91,707,835 

95,819,693 

95,331,620 

93,090,066 

1889 

84 

16,620.860 

3,616,814 

10,163,846 

8,157,871 

3,680,604 

1844 

8 

3.968,441 

792,483 

3,167,638 

3,346,999 

606,430 

1849 

54 

14,913,665 

3,166,362 

6,584,330 

9,491,037 

4.667,783 

185* 

68 

17,380,255 

3,319,064 

8,013,154 

9,889,008 

7,693,610 

18B9 

53 

11,171,343 

1,846,441 

6,707,161 

8,040,304 

4,889,831 

1868 

65 

12,298,400 

8,023,386 

6,674,000 

9,057,837 

11,697,818 

1868 

4 

1,560,000 

1873 

8 

1,200,000 

1877'. 

44 

6,680,786 

2,260,819 

4,671,582 

6.351.661 

10,314,788 

34,618,054 

1889. 

37 

5,090,133 

1,374.300 
3,070,695 

1887 

46 

9,696,165 

189S 

77 

33,695,083 

6,493,605 

1897 

181 

37,630,691 

10,814,300 

37,047,898 

*  Inoompiete. 

National  Banks. 
Figures  are  In  thousands  of  dollars. 


TBABS. 

^3 
41 

Zoom 
and  dU. 
eount$. 

U.S. 
bond*. 

Cash 

andeath 

itenu. 

Capital. 

Surpltu. 

VndU 
mded 
l>nvtU. 

OuU 
Itandtng 
eireala- 

tion. 

JMU- 
vidual 
d»po$itt. 

1868. 

20 
135 
168 
163 
200 
219 
242 
262 

92,516 
30,934 
54,407 
44,173 
76,324 
92,125 
111,040 
134,843 

91,493 
37,531 
37,613 
36,003 
39,008 
18,808 
17,467 
36,095 

91,136 
8,624 
8,866 

10,178 

92,363 
31,556 
28,843 
27,287 

93,402 
5,659 

969 

92,896 
28,603 
33,914 

1868. 

1,916 

•in.!2T2 

1878. 

2,635      22348 

5,316 

2.177  '     19.952 

80,366 

1888. 

15,198 

35,188 

6,033  '  3,487  ]    28,148 
8.31.')      4032  1     1072B 

69,616 

73,710 

84,440 

130,513 

1888. 

17,187 
16,788 
17,074 

39.949 
45,645 
44,865 

1898. 

12,117 
12,076 

6,384 
4,387 

13,881 
16,680 

1898. 

INDIANA. 

Indiana  presents  the  anomalf  of  having  been  a  State  organising  the 
meet  admirable  system  of  banking  of  any  State  in  the  Union,  and  also 
of  having  a  banking  system  at  one  time  so  vicious  that  under  it  the 
banks  bankrupted  nearly  the  whole  people.  The  State  Bank  of  Indi- 
ana, and  its  successor,  the  Bank  of  the  State  of  Indiana,  stood  all  the 
tests  of  financial  panics  from  1834  until  the  banks  were  all  absorbed  by 
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the  Nationid  banking  system  without  clodng  their  doors  for  a  [uinut<>, 
or  losing  a  dollar  to  bill  holders,  depositors  or  stockhnlders.  It  b  • 
proud  distinction  for  Indiana  ttiat  its  State  bank  was  long  the 
bank  of  the  country.  So  well  was  its  affairs  manage<]  that  in  a 
of  twenty-two  years  of  actual  business,  the  prttllt  to  the  State  on  to 
$800,000  of  stock  amounted  to  three  and  a  half  mllUon  dolhirs. 

BASKDia   UNOBR  THB  TKRRirORIAIi  CfOVKRNStKST. 

Under  the  Territorial  Government,  lasting  from  1800  to  1818.  there 
was  no  law  providing  for  private  banks,  but  the  first  effort  at  bankint; 
in  the  Territory  was  a  private  bank  establislied  at  Vinocnn**.  It  ww 
a  bank  of  disoonnt  and  deposit  only,  and  its  career  was  creditable  to 
those  who  managed  it.  Similar  banks  were  also  opeued  at  MiMllfOD, 
Corydon  and  Lawrenoeburg.  In  the  early  ntagea  Indiana  bad  to  de- 
pend for  its  currency  on  the  issues  of  banks  in  Ohio,  0nit«d  Statn 
Bank  notes  and  Spanish  milled  dollars.  This  want  of  an  ad«)(tat«  or 
eulating  m^Kiiutu  seriously  hampered  liusincKS,  and  in  1814  lh«  TWrt^ 
torial  Legislature  chartered  the  Btmk  of  Vincennes  with  a  capital  d 
1800,000,  and  the  Farmers  and  Mechanics'  Bank,  of  Madiwon,  witit  » 
CMpital  of  ^0,000.  The  stock  for  these  two  banks  was  rapidly  «ob- 
seribcd.  as  the  charters  were  very  liberal.  It  was  providMl  in  tbn  riI«^ 
ler  of  the  bank  at  Madison  that  the  State  at  any  time  might  jiutMeriki 
for  a  large  portion  of  its  stock.  These  bonks  were  authorued  to  t«iie 
biUi  io  deoominationa  of  one,  Ave,  ten  and  twenty  dollars,  which  «w 
atlanrards  changed  so  as  to  permit  the  issue  of  two  and  thr**  dollar 
blUa.  They -entered  upon  business  at  once,  and  their  issues  sooa  i«- 
Urved  the  stringency  and  business  greatly  revived. 

Protisios  of  thk  Statb  CoNSTmmoH. 

TIm  State  ooQBtitntion  was  adopted  in  1816.  It  provided  for  it*  _ 
cOBllMMBn*  of  ttM  charters  of  the  two  banks  mentioned,  and  tlttl  ||^H 
I  xttililwrii  migtit,  at  any  time,  adopt  either  of  those  banks  a*  a  8lJP 
Bank.  The  general  proviaiim  for  the  establishment  of  banks  read  H 
foUowa: 

«  TlMr^skallaoltMMtabliahed  or  locorporated  m  tlu>  f^tM^  '"v  bsakiirlaafe- 
1^  eoanaay,  or  lucoiji  i1  Insiltntion,  fur  the.  purpoMor  1«  ulm^B!.  W 

Mns|«9raMr  tDMdarortMMm: :  rtvrid«<l.  Tbst  cioihltitf  b<.r  uixrfilaBWM 

MMnwd  as  to  |ssf  I  UmOmhciU  .<«»fml>l]r  bvm  r»(aMMilny  a  Slata  Biak,  at 
ImmAm,  aal  «aBeMdkBC  «••  teaadi  for  oajr  tbive  ooonUca,  and  (o  be  ititit»rf  t( 
m^i.|ilirr"rtiWn  aaeb eoanlkB  wt  tbe dtovoton*  of  thr  9ut«  Rank  may  mIsoI:  IW- 
1lj|l,|_  ^%M»  Mt7  ba  akksaflksd  aod  paid  hi  iprctit*.  u&  tbc  pan  of  ItxliriiiiuU-  » i^ 
•i|«at  wi  UMr  ttawaad  doakta" 

On  January  1.  1S17,  the  Dnnk  tif  Vincennes  was  *<f^'^  by  Uw 

l^tftalaturr  MS  a  8tat«  Bank.    Ttie  power*  of  the  eocpofatkm  «««  «>- 

liMwd  mmI  an  locreaM)  of  vae  million  doUam  in  tb«  oapHal  stnsk  as< 

'.■irt>i4.    M  Clw  Isn  tiKMuand  sharas  of  new  stock  tbos  aachorM. 


MIDDLE  STATES. 


693 


three  thcmsand  seven  hundred  and  fifty  were  to  be  reserved  for  the 
State,  to  be  subscribed  for  from  time  to  time  by  the  Governor.  Pri- 
vate individuab,  companies  and  corporations  were  authorized,  under 
certain  restrictions,  to  subscribe  for  the  remaining  new  shares  of  stock. 
The  bank  was  empowered  to  conditionally  adopt  the  Fanners  and  Me- 
chanics' Bank,  of  Mmlison,  as  one  of  its  branches,  and  to  establish 
other  branches  also.  Branches  were  established  at  Brookville,  Cory- 
don  and  Vevay.  The  State  never  did  anbecribe  or  pay  for  the  shares  of 
stock  reserved  for  it. 

The  bank,  thus  enlarged,  and  with  such  increa.«ed  powers,  entered 
npou  an  era  of  mismanagement  that  soon  wrought  widespread  ruin,    it 


issned  bills  far  in  excess  of  Us  power  of  redeeming,  contracted  debts 
doable  the  amount  of  its  deposits,  declared  and  paid  large  dividends  to 
the  stockholders,  while  refusing  to  redeem  its  notes  in  specie  as  required 
by  its  charter,  and  finally  embezzled  ^50,000  placed  in  the  bank  as  a  spe- 
cial deposit  by  an  a^jent  of  the  United  States.  These,  and  other  acts 
caused  the  Legiijlature,  in  1821,  to  order  a  suit  brought  to  annul  the 
charter.  The  bank  fought  the  case  through  the  Supreme  Court,  but 
that  court  finally  adjudged  the  bank  guilty  of  all  the  charges  made 
against  it,  and  annulled  the  charter.  The  branch  at  Madison  paid 
all  its  obligations,  and  continued  to  operate  as  a  separate  institution, 
but  depositors  and  bill  holders  of  the  parent  bank,  and  of  the  other 
branches  never  receive<l  any  thing,  there  being  but  934  in  the  vault  when 
the  court  closed  its  doors.  The  bank,  while  in  existencp,  issued  notes 
as  low  as  six  and  a  quarter  cents.  Its  notes  for  the  purpose  of  change 
were  for  six  and  a  quarter,  twelve  and  a  half  (see  specimen  printed 
alwve)  and  Iwenty-Bve  cents.  The  collapse  of  the  bank  ended  banking 
business  in  the  State,  so  far  as  banks  of  issue  were  concerned,  with  the 
iceptlou  of  the  Farmers  and  Mechanics'  Bank,  at  Madison,  which 
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maintained  its  credit,  and  on  the  expiration  of  its  charter  was  antlior 
ized  by  the  Legislatnre  to  continue  business  until  1834,  when  the  State 
Bank  was  chartered.  In  the  intermediate  time  merchants,  millers  and 
others  issued  notes,  which  parsed  for  currency  in  the  immediate  neigh- 
borhood, but  were  not  current  anywhere  else.  This  improvised  eu^ 
rency  helped  local  traffic,  but  there  was  a  great  stringency,  the  ooly 
relief  being  the  funds  brought  in  by  purchasers  of  public  lands,  and 
that  was  very  slight,  for  this  money  soon  found  its  way  back  to  the 
Government. 

Thb  State  Bank  of  Iitsiaita  Chabtkrkd. 

In  1834  the  State  was  entering  upon  its  great  system  of  internal  im- 
provements, which  was  designed  to  include  railroads,  canals  and  tnra- 
pikes.  To  engage  in  this  work  the  State  borrowed  several  millions  (A 
dollars,  but  it  was  evident  that  a  more  abundant  circnlating  medium 
would  have  to  be  provided,  and  the  growing  opposition  to  the  Bank  of 
the  United  States  foreshadowed  the  early  fall  of  that  great  institatian. 
The  State  Bank  of  Indiana  was  therefore  chartered,  which  {ROved  to 
be  one  of  the  great  banks  of  the  country.  It  was  to  have  a  eafrftal  of 
fl,  600, 000,  of  which  the  State  was  to  take  one-half.  Great  induce- 
ments  were  offered  to  individuals  to  subscribe  the  other  half,  the  State 
offering  to  loan  all  subscribers  to  the  stock  f31.26  on  each  share  sab- 
scribed  for,  the  shares  being  for  $50.  Even  with  this  extraordinary  in- 
ducement, the  State  had  to  be  canvassed  from  one  end  to  the  other  to 
secure  the  necessary  subscribers  to  the  stock.  The  largest  individual 
subscription  was  $6,000.  The  State  was  divided  into  ten  districts  for 
branches,  and  provision  was  made  in  the  charter  for  three  more,  viiieh 
was  afterward  increased  until  the  number  of  branches  reached  sev- 
enteen, the  State  taking  stock  in  the  new  branches  until  its  holdings 
amounted  to  about  |1, 500, 000.  The  parent  bank  was  supervisory  in 
its  nature,  its  banking  powers  being  exercised  through  the  branches. 
It  had  absolute  power  over  the  branches,  and  could  limit  their  bad- 
ness or  close  them  entirely  if  it  was  considered  that  they  were  operating 
so  as  to  endanger  the  other  branches.  Each  branch  was  liable  for 
the  debts  of  the  other  brfuiches. 

Methods  of  Organization  and  Manaoehbnt  of  thb  Bank. 

The  bank  was  authorized  to  receive  deposits,  buy  and  sell  gold,  sil- 
ver, bullion,  and  foreign  coins;  discount  commercial  paper  and  issue 
bills  payable  to  bearer.  The  bank  was  not  at  any  time  to  suspend 
specie  payment,  on  a  forfeiture  of  twelve  and  one- half  per  cent,  interest 
on  all  bills  refused  to  be  redeemed  in  coin.  The  branches  were  to  be 
mutually  responsible  for  the  redemption  of  all  the  bills  issued,  but  each 
branch  was  to  hold  its  own  profits.  No  notes  were  to  be  issued  of  a  less 
denomination  than  five  dollars,  and  the  State  reserved  the  right  tonuse 
this  limit  to  ten  dollars,  nor  was  the  bank  permitted  to  receive  and 
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In  elrcalatlon  bill*  of  other  banks  of  a  smaller  denomination, 
le  State  reserved  the  right  to  elect  the  President  and  four  of  the 
seven  (lirectors  of  the  parptit  bank,  and  one-half  of  the  directors  of  the 
branches,  the  individual  Btockholders  electing  the  other  directors.  On 
all  applications  fur  hmns  of  #500  and  upward  it  was  required  that  at 
least  five  of  the  seven  directors  should  concur  before  the  loan  waa  made. 
No  loan  to  exceed  $5,000  was  t«  be  made  without  the  consent  of  the 
parent  bank. 

Indiana  waa  then  an  a^caltural  State,  luid  the  ^reat  object  of  the 
bank  was  to  encouro^  the  development  of  the  agricultural  resources 
the  State,  hence  a  rule  was  adopted  that  under  no  circumstances 
>ald  a  loan  to  exceed  fSOO  be  made  to  a  merchant,  or  $500  to  a  manu- 
irer.  Great  care  was  exercised  in  making  loans,  even  of  the  smallest 
amoont,  and  diligent  inquiry  was  made  as  to  the  standing  of  a  proposed 
borrower,  not  so  much  as  to  his  wealth,  aa  to  his  sobriety,  integrity  and 
industry.  It  has  been  claimed  as  a  result  of  this  carefulness,  that  the 
bank  in  twenty-flve  years  of  doing  business,  and  loaning  many  millions, 

fl  not  lose  ^0,000  from  bad  debts.  The  bank  was  a  complete  monop- 
'.  Daring  its  existence  no  other  bank  of  issue  could  operate  in  the 
ite.  Its  capital  had  to  be  specie,  and  was  gradually  increased  until 
1841  it  amounted  to  $2,500,000,  but  in  1843  the  State  reduced  its 
holdings  by  withdrawing  about  ^500, 000. 

Action  of  thk  Bakk  in  thk  Pakic  of  1837. 

The  bank  was  opened  for  buxinesH  on  November  20,  1834,  and  its 
profits  for  the  first  five  months  were  about  two  and  one-half  per  cent. 
riK  had  liardly  got  under  way  when  the  financial  panic  of  1837  struck 
^Pe  country.  The  bank  had  been  one  of  those  dei^ignated  to  receive 
the  United  States  depasits  removed  from  the  United  States  Bank  by 
order  of  President  Jackson,  and  was  holding  about  half  a  million  of 
those  deposits.     Suddenly  the  deposits  were  recalled.    The  original 

fttering  of  the  money  had  induced  in  the  West  an  era  of  wild  speou- 
ion,  and  the  banks  had  freely  loaned  all  they  could  command,  and 
en  the  order  came  to  return  the  Govemuient  deposits,  and  to  return 
them  in  specie,  it  caused  consternation.  Wlien  the  crash  of  1837  came 
the  State  Bank  of  Indiana  held  fl. 500, 000,  which  it  paid  in  the  usual 
)urse  of  business.  The  first  installment  of  thia  deposit  (^,000  in 
Id)  was  conveyed  in  a  stage-coach  to  Wastungtou  by  J.  F.  D.  Lanier, 
ieo  this  money  was  delivered,  the  Secretary  of  the  Trea.sury  (Levi 
llrary)  said  to  Mr.  Lanier  that  his  bank  wiis  the  only  one  in  the 
ntnntry  holding  Qovenuuent  deposits  that  had  offered  to  pay  any  spe- 
cie at  all.  * 

The  first  effect  of  the  panic  wfis  to  cause  the  banks  to  reduce  their 
loans,  and  this  caused  nmcli  hardship  esi>ecially  in  a  newly  settled  State. 
In  May  of  1837  the  New  York  bmiks  suspended  specie  payments,  and  the 
•"  National  and  State  Banks ; "  "  Sound  Curwncy,"  Vol.  11,  No.  1,  p.  i. 
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State  Bank  of  Indiana  was  forced  to  follow,"'  although  it  claimed  that  it 
held  specie  enough  to  redeem  its  notes,  bat  as  it  also  held  large  amounts 
in  the  notes  of  those  banks  which  had  suspended,  for  self-preservatioa 
it  was  compelled  also  to  refuse  specie.  The  Governor  commended  this 
action,  as  did  the  Legislature.  In  connection  with  other  banks  specie 
payments  were  resumed  in  Augtist,  1838,  but  the  resumpti<Hi  did  not 
last  long,  but  in  1840  in  accordance  with  the  orders  of  the  Legislatare 
resumption  again  took  place. 

No  bank  in  the  country  stood  higher  than  did  the  State  Bank  of 
Indiana  during  the  panic.  In  all  the  Western  and  Southern  States  its 
notes  commanded  a  premium,  and  in  the  East  were  taken  at  a  very 
small  discount. t  This  high  standing  was  all  the  more  remarkable  from 
the  fact  that  when  the  bank  was  organized  it  was  by  men  unused  to 
banking  business.  Prior  to  that  time  Indiana  had  never  had  a  great 
financial  institution ;  she  was  far  away  from  the  center  of  financial  eaa- 
trol,  and  her  citizens  had  had  no  experience  in  the  management  of  such 
institutions.  The  ' '  specie  circular  "  of  President  Jackson  added  to  the 
financial  distress  in  Indiana.  The  breaking  down  of  her  great  system 
of  internal  improvements  was  the  last  in  this  chapter  of  misfortune,  bat 
the  bank  maintained  its  credit  through  all,  and  preeerved  the  peoide 
from  final  and  irretrievable  bankruptcy.  Its  loans  were  made  in  smdS 
amounts,  and  scattered  over  the  entire  State,  thus  aflfording  the  greatest 
possible  measure  of  relief.  The  bank  generaUy  carried  an  ample  specie 
reserve,  never  falling  below  twenty  per  cent,  of  its  immediate  liabilities 
and  usually  being  much  greater.  Prior  to  the  California  gold  discov- 
eries in  1848,  this  reserve  was  chiefly  in  silver. 

The  first  President  of  the  bank  was  Samuel  Merrill,  who  had  been 
Treasurer  of  State  for  twelve  years.  "When  the  bank  was  organized 
there  was  no  thought  of  politics  in  connection  with  it,  but  politics  sooq 
began  to  show  itself.  Merrill  was  a  ^Vhig,  and  in  the  session  of  the 
Legislature  in  1843-44,  the  Democrats  having  a  majority,  succeeded 
after  a  large  number  of  ballots,  in  ousting  him  and  electing  Judge  James 
Morrison.  For  the  good  name  of  the  bank,  and  its  future  success,  it 
was  well  that  the  choice  fell  on  Judge  Morrison,  as  he  was  a  mian  of  the 
greatest  probity.  In  1853  Morrison  in  turn  gave  way  to  Ebeneier 
Dumont,  at  another  revolution  of  the  jwlitical  wheeL 

At  the  organization  of  the  bank  the  directors  adopted  a  unifono 
style  for  the  buildings,  so  that  the  parent  and  all  the  branches  had 
buildings  of  similar  architecture.  They  were  two  stori^  iugl^t  the  lower 
story  being  used  as  a  sort  of  basement.  In  front  was  a  portico,  the 
roof  being  supported  by  corintliian  columns.  Some  of  those  buildings 
are  still  in  existence,  and  are  used  for  banldng  purposes. 

'Deposits  that  were  made  specially  payable  in  coin  were  so  paid  during  gospMi- 
gion  and  specie  was  also  paid  out  for  change. 

+  In  1839  "  Niles'  Rciristcr "  gave  Indiana  notes  at  five  to  six  per  cent,  discount  In 
New  Yorlc. 
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State  Bank  cf  Indiana, 


BI80UBCS8. 

Jjataa  and  diaoonnts. . 

Bills  of  exchange 

Beal  eatate,  eta 

Dae  from  other  banks. 
Note*  of  other  banks. 

Other  securities 

Specie , 

LiABiLiTna. 

Capital  stock 

SmpliLs 

Pnbllo  deposits. 

IndiTidoal  deposits. . . . 

Dne  other  banks 

Ctrcnlatlon 


18S5. 


91,434,790 

376,175 

19.S10 

759,660 

672.073 

797.811 

»1,1»9.778 

170,000 

1.134.007 

379.543 

23,415 

1,534.020 


1840. 


1845. 


$2,912,619 
704.628 
304.805 
835,505 
195,724 
1,092,963 
1,022.963 


$1,830,181 

1,187,436 

348.169 

638,699 

84.188 

663,133 

1,079.368 


$2,690,000  .  $2,878,894 
276,889  376,239 

79,237 

309,248 

164.423 

2,835.902 


369.266 

46.666 

3,667,496 


18S0. 


$1,709,936 
2,414,951 
364,233 
598,014 
355,636 
224,842 
1,107,880 


$2,082,960 
760.678 

656,432 

112,176 

3,648,267 


*18SB. 


$1,024,648 
3,664,183 
177,836 
939,435 
393,786 
238,203 
1,323,199 

$2,160,107 
1,328,301 

599,177 

130,666 

3.307,251 


*  After  1856  the  bank  began  to  wind  np  its  aflkirs,  as  the  Legislature  had  refosed  to 
renew  its  charter. 

Opposition  to  the  Babtk. 

X^otwithstanding  the  great  success  of  the  bank,  and  the  immenBe 
piroflts  "which  accrued  to  the  State  on  its  stock,  a  feeling  of  hostility  to 
the  institution  grew  up.  The  State  was  Democratic  in  politics  and  the 
Democrats  were  followers  of  Jackson.  His  hostility  to  the  United  States 
Bank  created  a  similar  hostility  to  that  of  Indiana,  but  it  was  not  strong 
enough  to  accomplish  anything  until  the  constitutional  convention  of 
1850  met.  It  then  developed  strength  enough  to  get  a  clause  in  that 
instroment  denying  the  State  the  right  to  own  any  bank  stock.  To 
show  the  immense  profits  of  the  bank,  the  following  table  of  dividends 
paid  is  given.  These  dividends  were  the  average  of  all  the  branches, 
some  of  them  being  much  more  profitable  than  others: 


Tbabs. 
1885 

uas 

18S7 

1888 

in» 

1840 

isa 

Utt 

1M8 

UM 

18*6 


I>Mden6». 

8. 

9.86 

8. 

8.68 


9.83 

7. 

4.71 

6.80 

7.90 


Tears. 

1846 

1847 

1848 

1848 

1850 

1851 

1882 

18B8 

1854 

1865 

1866 , 


DivUlendt. 


8.84 
9.S8 
9.80 

10. 
9.8S 
9.85 
9.68 

12. 

16.77 

18.48 
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During  its  existenoe  the  bank  was  the  depository  of  the  United 
States'  offloers  of  Indiana,  as  well  as  of  the  funds  of  the  State,  and  usosUf 
had  on  deposit  large  amounts  from  these  sources.  When  the  a&iis  (A 
the  bank  were  finally  wound  up,  the  profit  of  the  State  on  its  oonneotion 
therewith  amounted  to  f3,500,000. 

Qbnbbal  BAirKora  Law  Asoftrd. 

The  constitution  of  1860  changed  very  materially  the  banking  danse 
in  the  old  one.  That  clause  was  simple  and  direct,  while  the  new  was 
complex,  and  its  immediate  results  were  great  disaster  and  disgrace  to 
the  State.  From  a  banking  system  that  was  a  model,  it  opened  wide 
the  door  for  a  system  that  was  vicious  in  every  part.  It  gave  the  Leg- 
islature the  authority  to  enact  a  general  banking  law,  permitting  banks 
to  be  established  upon  filing  with  the  Auditor  of  State  the  bonds  or 
other  evidences  of  debt,  of  the  Federal  Government,  or  of  any  of  the 
States.  These  bonds  were  to  be  held  as  collateral  security  for  the  notes 
to  be  issued.  It  also  authorized  the  Legislature  to  charter  a  bank  with 
branches,  without  such  security.  This  was  the  beginning  of  a  seiies  of 
disasters  that  weU-nigh  engulfed  the  people  in  ruin. 

Under  this  constitution  the  Legislature  in  1853  enacted  a  general 
banking  law.  This  law  provided  that  on  filing  with  the  Auditor  of 
State  the  bonds  of  the  Government  or  of  any  State,  the  persons  so 
filing  could  establish  a  bank  of  discount  and  deposit,  and  also  issue 
bills  to  the  amount  of  $100  for  every  $110  face  value  of  the  bonds  so 
filed.  In  the  meantime  the  charter  for  the  State  Bank  was  drawing  to 
a  close,  although  it  had  several  years  yet  to  run.  As  early  as  1854  the 
poUticians  actively  began  the  work  of  preventing  a  renewal  of  thecbai^ 
ter.  Those  interested  in  the  bank  tried  to  stem  the  current,  but  it  was 
too  strong  for  them,  and  they  began  to  look  toward  going  out  of  busi- 
ness on  the  expiration  of  their  charter.  The  Governor  of  the  State, 
Joseph  A.  Wright,  was  vehement  in  his  opposition  to  banks  of  all  kinds, 
and  had  vainly  interposed  his  veto  to  the  general  banking  law  of  1853. 
He  was  also  opposed  to  a  renewal  of  the  charter  and  jomed  forces  with 
those  who  were  endeavoring  to  prevent  it. 

Bas^k  of  thb  State  of  Ishiusa.  Chabterko. 

When  it  developed  that  the  charter  would  not  be  renewed  then  the 
real  schemes  of  the  politicians  who  were  opposing  it  came  to  liglit 
They  went  before  the  Legislature  and  asked  for  a  charter  for  a  bank  to 
be  known  as  the  Bank  of  the  State  of  Indiana  Gk>vemor  Wright  ap- 
posed this  measure  just  as  strenuously  as  he  had  done  the  others,  but 
the  bill  granting  the  charter  was  passed  in  1855.  The  Governor  promptly 
vetoed  it.  In  the  closing  hours  of  the  session  it  was  passed  over  bis 
veto.  On  the  passage  of  the  bill,  the  Governor,  who  was  present  in 
the  Senate  cliamber,  took  the  platfonu  and  made  a  most  violent  speech, 
charging  tiiat  the  bill  had  been  passed  by  the  most  shameful  cornip- 
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ion.  This  speech  caused  the  greatest  sensation  throughout  the  State, 
and  the  bank  cliarter  was  one  of  tlie  issues  in  the  next  caiupaixn.  The 
Governor  appealed  to  the  courts  to  prevent  the  organization  of  the 
bank,  but  the  liank  was  sustained. 

When  the  Legislature  met  in  1857  the  Governor  renewed  his  attacks 
on  the  charter,  using  in  his  message  the  following  kuiguage : 

"The  meaDS  and  appliances  brought  to  bear  to  Hecure  tbe  passage  of  this  char^ 
ter  woald,  if  exposed  to  the  public  gaze,  exhibit  tbe  nakedest  page  of  frand  and  cor- 
mptlon  that  evt-r  disgraced  the  Legislature  of  any  State,  While  men  of  pure  and 
honorable  sentiment  were  led  into  its  support  in  the  belief  that  the  approaching  close 
.  of  tbe  existing  banlc  required  tbero  thus  early  to  provide  a  successor,  others  sup- 
^^hnrted  it  upon  tbe  promise  of  stock,  ecjuivalcnts  in  money,  or  pledges  as  to  tbe  loca- 
^^■on  of  branches.  To  make  up  tbe  c<jnstitutional  vote  in  its  favor  the  names  of 
^^Beinbers  were  recorded  on  its  passage  who  were  at  the  moment  absent,  and  many 
^Hhlles  distant  from  the  capital." 

The  Legislature  ordered  an  investigation  of  the  charges  contained 
the  message,  and  a  voluniinoiis  mass  of  testimony  was  taken.  A 
jority  of  the  committee  reported  that  many  dishonorable  things  had 
resorted  to  to  prevent  a  renewal  of  tlie  charter  of  the  old  bank, 
to  secure  that  of  the  new,  and  recommeuded  that  the  charter  be 
roked.  The  speculators,  however,  were  strong  enough  to  prevent 
s,  and  the  organization  of  the  new  bank  went  on. 
The  charter  provided  for  a  parent  bank  with  twenty  branches,  and 
were  fixed  for  the  opening  of  books  for  the  subscriptions  to  the 
ital  stock,  and  persons  named  to  take  such  subscriptions.  The 
>ks  were  opened  and  the  stock  subscribed  immediately.  In  no  place 
the  books  kept  open  more  than  Qlteen  minutes.  In  every  case 
the  person  authorized  to  take  the  subscriptions  had  a  list  in  his  hands, 
1  and  transcribed  the  names  in  the  books,  and  then  they  were  closed. 
I  The  stock  was  nearly  all  taken  by  men  unused  to  banking,  and  who 

^^rere  without  adequate  means  to  carry  on  a  successful  banking  institu- 
^^Bon.  The  subscriptions  were  made  for  speculation,  but  proved  to  be  a 
^^*  white  elephant."  Finally,  negotiations  were  opened  for  a  purchase 
of  the  branches  of  the  old  bank,  and  this  was  accompli.<^hedon  the  agree- 
I       ment  that  Hugh  MeCulloch,  President  of  the  branch  at  Fort  WajTie, 

Kuuld  become  President  of  the  parent  bank.     Tliis  brought  into  the 
w  concern  most  of  those  who  had  grown  up  with  the  old  bank,  and 
th  their  experience  and  the  great  financial  ability  of  President  McCul- 
loch  the  bank  entered  upon  a  careerof  high  honor,  and  proved  a  worthy 
^Hncceasor  to  the  8tate  Bank.     The  charter  was  similar  in  its  provisions 
^^B>  that  of  the  old  bank,  the  most  important  change  being  that  the 
State  no  longer  had  tbe  right  to  name  any  of  tbe  directors  nor  tbe 
Prtosident. 

SUCCBSSFITL  RBSISTASCE  OF  THB  PaHIC  OF  1859. 

The  bank  b^an  business  in  1867  with  twenty  branches.     Like  its 
predecessor  it  fell  on  evil  times  soon  after  its  organization.    The  panic 
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ot  1887  came  two  yean  after  the  organization  of  the  State  Bank,  and 
in  1859,  before  the  Bank  of  the  State  had  been  in  operation  quite  two 
years,  a  great  financial  panic  swept  over  the  country,  pre<didtated  by  the 
failure  of  the  Ohio  Life  Insurance  and  Trust  Company.  Every  bank 
in  the  East,  except  the  Chemical  Bank,  of  New  York,  suspended  qiede 
payment,  and  all  in  the  West  except  the  Bank  of  the  State  of  TnHtAim, 
and  the  Bank  of  Kentucky.  The  Indiana  bank  weathered  the  stonn 
and  redeemed  all  its  obligations  in  gold  as  fast  as  they  were  preeented. 
Many  of  the  branches  of  the  Bank  of  Kentucky  were  at  remote  pointi 
from  the  railroads,  and  could  not  be  easily  reached  by  t^e  brokers  and 
other  bill  holders,  but  those  of  the  Bank  of  the  State  of  Indiana  wen 
within  easy  reach  and  holders  rushed  for  the  specie,  but  all  demandi 
were  promptly  met. 

Bank  qf  the  State  of  Indiana. 


BK80URCBS. 

Loans  and  exchange. . 

Beal  estate,  etc 

Dae  from  other  hanks 

other  securities 

•Bills  of  other  banks. 
Specie 

Liabilities. 

Capital  stock 

Sorplas 

Dne  other  banks 

Deposits 

Circulation 


iaS8. 


$S,164,&4S 
267,08S 
982.781 

838,189 
1,685,894 

$2,480,2S9 

348,382 

146.750 

986,468 

4,602,348 


18S8. 


96,213,669 
816,980 
716,681 

264,964 
1,411,600 


ueo. 


«7,790,316 


um. 


$3.8S7,438 


263,940  241,310 
1.162,119  1,842,104 
407,218 

217,429  1,233,122 

1,917,868  !  3,473,360 


$2,988,431     $3,323,860     $3,364,200 


tOH. 


633.259 

81,663 

834,188 

4,303.286 


738,005 

45,991 

1,186,870 

5,763,610 


1,006,862 
260,000 
2.033,795 
4.075.332  I     1.6013O 


•4.1U^6» 

les^u 

76S.m 

930,8» 

l,2e8,Ml 

1.417>n 

$2,776,000 
l,S45,6«t 
91.M1 
2,766,a8) 


*  Inolades  United  States  notes. 

t  Before  the  reports  of  1864  were  made  most  of  the  branches  had  been  conrerted  lit* 
National  banks,  and  others  were  preiiartng  for  the  conversion.  All  but  three  beeiM 
National  banks. 

Every  private  bank  in  the  State,  except  two  at  Indianapolis  and  one 
at  Fort  Wayne,  went  down  in  the  panic.  Gold  was  at  a  premium  and 
New  York  exchange  in  great  demand.  The  Bank  of  the  State  nold  ex- 
change on  New  York,  often  getting  $125  premium  on  a  draft  for  fl,O00. 
Thus,  in  two  great  financial  storms  which  wrecked  most  of  the  finan- 
cial institutions  of  the  country,  Indiana  banlis  maintained  their  finan- 
cial standing.  The  Bank  of  the  State  fell  heir  to  the  business  rulesand 
methods  of  the  old  State  Bank.  The  State,  however,  was  growing  in 
the  importance  of  its  manufacturing  and  mercantile  interests,  and  the 
new  bank  became  more  liberal  in  loaning  to  those  industries,  but  it  keft 
as  the  main  object  of  its  fostering  care  the  movement  qf  crops. 
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fl  renfular  reportstothe  Auditor  of  State,  showing 

inch,  and  the  parent  bank  had  the  eaiuesuptervis- 

1  le*  that  had  been  exercised  by  its  predecessor. 

uizing  a  National  banking  system  wa^  under 

Bank  opposed  the  movement,  claiming  that  it 

l>u»inc'ss  and  meet  all  demands.     It  did  continue 

I  if  the  branches  but  three  were  re-organized  into 

•  ">■  of  the  three  remaining  changed  into  private 

inaintajned  as  such,  ranking  high  in  credit.     The 

'  «nd  resigned  its  charter. 

A  DiPFERKNT  Kind  of  Baatcing. 

turn  to  a  darker  page  in  the  financial  hiatory  of  In- 
the  interval  between  the  failure  of  the  Bank  of  Vin- 
( and  the  charter  of  the  State  Bank  in  1834,  the  State  was 
aoot  banks,  except  private  institutions  for  deposit  and 
ii.uiics'  Bank,  of  Madison.      Two  or  tliree  com- 
I  dred  to  do  an  insurance  business  and  under  a 
iction  of  a  clause  in  tlieir  charters  they  conducted  a 
'  tmsiness,  issuing  bills  of  small  denominations  payable  to 
jiding  of  the  oompanies  waa  good  and  their  bilLs  circu- 
Bo  far  as  is  known,  all  were  redeemed.     During  the 
work  on  the  internal  improvement  system,  merchants, 
t-road  companies,  and  even  colleges,  issued  bills.     Those 
plank-road  companies  and  colleges  were  eventually  re- 
it  most  of  the  others  proved  worthless.     The  State  also  went 
1  of  issuing  bills,  and  put  out  a  million  or  so  of  treasury 
aominations  of  five,  ten  and  twenty  dollars.     The  notes  were 
livable  for  taxes,  and  bore  interest.     They  depreciated  very 
illy  selling  as  low  as  sixty  cents  on  the  dollar,  but  before 
h  tt:.  all  finally  redeemed  they  appreciated  until  they  were  worth  two 
These  notes  were  generally  called  "red  dog,"  while  those  for 
IT  sums,  issued  by  plank-road  companies  and  others  were  designated 

blow,  however,  to  Indiana's  credit  and  the  darkest 

m  hw  flnoncial  history  wa-s  inaugurated  under  the  general  bonk- 

.w  of  1853.     Tills  bill,  Uke  that  for  the  charter  of  the  Bank 

State,  was  vetoed  by  (iovemor  Wright,  but  was  passed  over 

It  was  loosely  drawn,  and  opened  wide  the  door  for  fraud. 

speedily  taken  advantage  of  by  daring  speculators,  and  banks 

up  like  mushrooms  everywhere.     Not  all  those  who  estab- 

banks  under  this  law  were  corrupt  or  dishonest,  and  some  of 

I  redeemed  all  their  obligations  in  full,  but  a  great  piajority  of 

were  established  without  any  reliable  security  for  the  bill 

r,  and  none  at  all  for  the  depositor,  while  others  never  opened  any 

;  hoase.     In  one  instance  a  farmer  was  President  and  kept  the 
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funds  of  the  bank  in  a  potato  barrel  in  his  cellar.     In  anothtr  the 
Cashier,  a  blacksmith,  had  a  box  under  his  anvil  tor  a  yantt. 

HAIiCYON  DATS  OF  WILDCAT  BANKINe. 

The  organizers  of  a  bank  were  required  to  deposit  with  the  Auditor 
of  State  the  bonds  of  the  United  States  or  of  some  State.  At  that  time 
the  bonds  of  several  of  the  States,  especially  those  in  the  South,  were 
at  a  discount.  A  few  men  would  get  together,  purchase  the  bonds  of 
some  State  at  a  discount,  file  them  with  the  Auditor,  and  reodve 
authority  to  establish  a  bank.  With  that  authority  they  could  enter 
upon  the  mana&ctnre  of  paper  money  by  the  wholesale.  They  were 
permitted  to  have  the  custody  of  the  plates  and  dies  from  which  their 
bills  were  printed,  and  notwithstanding  the  law  required  that  the  bilk 
should  be  countersigned  by  the  Auditor,  there  were  practically  no 
guards  to  prevent  them  from  issuing  bills  ad  libitum,  and  in  many  oases 
bills  were  issued  to  an  amount  two  or  three  times  greater  than  the  value 
of  the  bonds  deposited  ;  then  bank,  oflBicers  and  directors  would  disap- 
pear, leaving  the  bill  holders  to  mourn.  A  thousand  or  two  dollars  in 
cash  was  all  that  was  required  to  start  a  lutnk.  This  was  needed  to 
pay  for  engraving  the  plates  and  printing  the  bills.  An  embryo  banker 
would  go  to  New  York  with  a  thousand  dollars,  order  an  engrave  to 
make  the  plates  and  print  f50,000  in  bills.  He  would  next  visit  a 
broker  and  negotiate  for  ^0,000  of  the  bonds  of  some  State,  get  them 
at  a  discount,  and  instruct  the  broker  to  send  them  to  Indianapolis  in 
care  of  the  Auditor  of  State,  the  price  to  be  paid  on  their  delivery  at 
Indianapolis.  He  would  then  go  to  Indianapolis  with  his  $50,000  of 
new  bills,  get  the  Auditor  to  countersign  them,  and  pay  for  the  bonds 
with  the  bills  and  have  a  surplus  left.  Thus  a  new  bank  would  be  e«- 
tablished,  without  banking-Jiouse,  furniture  or  anything  else.  Thn» 
one  man  with  ^0,000  bought  bonds  and  established  banks  until  he  had 
a  circulation  of  $600,000  of  paper,  and  was  drawing  interest  on  man 
than  that  amount  of  bonds.  When  the  crash  finally  came  the  bills 
were  bought  up  at  a  large  discount,  presented  to  the  Auditor  and  the 
securities  redeemed,  the  banker  retiring  from  business  with  a  large  for 
tune.  The  law  required  that  all  banks  established  under  it  should  re- 
ceive the  bills  of  all  the  other  banks,  in  dischai^  of  debts,  but  it  was 
practically  a  nullity. 

Such  a  flood  of  paper  money,  with  no  substantial  backing  could  not 
help  proving  disastrous.  The  bills  rapidly  depreciated,  and  notes  taken 
one  afternoon  at  eighty  cents  might  be  quoted  tlie  next  morning  at 
sixty-five,  or  even  lower;  thus  all  values  and  all  business  were  deranjted 
Several  times  the  honest  bankers  made  an  effort  to  stem  the  tide  of  dis- 
honesty, but  their  efforts  were  all  in  vain.  Every  merchant  and  busi- 
ness man  had  to  provide  himself  with  a  x)eriodical  known  as  the  "Bank- 
Note  Reiwrter, "  that  he  might  keep  informed  as  to  the  fluctuations  of  the 
bills.    The  banks  were  authorized  to  issue  notes  of  various  denominations 
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from  one  dollar  to  Ave  hundred  dollars,  bat  could  not  issue  bills  for 
less  than  1^,  to  an  amount  greater  than  one-quarter  of  the  total  issue. 
As  a  rule  almost  the  entire  issue  would  be  cooflned  to  bills  for  five  dol- 
lars or  less.  Such  was  the  flood  of  small  bills  that  all  coin  was  driven 
out  and  the  Lejoslature  undertook  to  remedy  the  matter  by  limiting 
the  issue  of  small  bills  to  one-twentieth  of  the  total  issue,  which  was 
afterwanis  again  raised  to  one-slith.  The  hanks  Avere  required  to 
redeem  their  notes  in  specie.  On  failure  to  do  so  the  State  Auditor 
could  serve  notice  and  then  redeem  from  the  bonds  on  file  with  bun. 

Rapid  Increase  in  Ndmbbk  of  Bajtks  asd  Coicct-ATiON. 

Within  two  years  nearly  one  hundred  banks  were  .started  with  a 
total  circulation  of  more  than  nine  and  a  half  million  dollars.  Fifty-six 
of  them  collapsed  before  the  end  of  the  first  year  of  their  existence, 
representing  a  circulation  of  nearly  three  millions.  In  1855  the  Legis- 
lature undertook  to  remedy  the  matter  by  amending  the  law  limituig 
the  circulation  to  six  million  dollars,  and  requiring  that  all  stockLioiders 
should  be  Ixjuajide  residents  of  the  State,  aiid  also  that  the  depo.sit  of 
securities  should  be  ten  per  cent,  ui  market  value  in  excess  of  the  issue. 
banks  falling  to  meet  the  requirements  of  the  new  law  were  required 
)  go  out  of  business.  This  cue  off  a  number  more  of  them,  and  the 
lumber  grew  less  each  yetir.  The  financial  panic  of  1857  drove  more 
of  the  banks  to  the  wall,  and  thwe  remaining  tlnally  redeemed  all  their 
notes.  The  securities  of  the  broken  banks  were  di.sposed  of  and  their 
!  redeemed  by  the  Auditor,  most  of  them  at  a  discount. 

Free  Baiiks  in  Indiana. 


BBSODHCn. 

LomuumI  excliuig« 

Bekl  «8tst«,  et« 

Xtoerrom  oUierljuik* 

Utoof  oUterbonlc* 

LiiimiJTiH. 

pptui  

I>ln»   

isoUierljanto 

epualu 

Ion 

I  to  ««oure  clrcalatlon. 


as4. 


•1,306.466 

S3,7(K> 

l,879.7«e 

S3S,181 

M7.S9S 

•0,143,837 

B7S,83e 
1,813.610 
S.310,100 
8.131,837 


isue. 


«1,S41.360 

80,873 

427.877 

S40.119 

318.018 

92.128.S67 

44.030 

123,486 

1,3<I3,3M 

1,310,005 

1,418,070 


18&8. 


•1.083,767 

80,200 

194,211 

130,718 

201,872 

•1.823,328 

71.370 

27,882 

738,138 

1,048,507 

1.448.170 


mo. 


•1.339,488 

88.883 

ieu,913 

105,188 

171,840 


•MM. 


•1,010,319 

80,168 

189,873 

183,240 

t467,l«6 


•1.387,640     •1.144.688 

62,108  100,019 

25.079  43,581 

841,060  I     1,087,918 

1.310,263  I     1,161,266 

1.838,600  I    I.98S.S76 


•  In  isas  the  lonki  lirgau  to orgauUA  aader  tbe  Kktional  Uw. 
I  Inrltiili^H  1tnUt.4l  .*stj>tni«  niMKn. 
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HISTORY  OF  BANKING. 


Organization  of  Banks  Under  the  National  Ststbv. 
The  first  National  bank  in  Indiana,  was  organized  May  11,  l8 
It  was  one  of  the  first  in  the  United  States.  It  was  orgauiz/ed  by  xhf 
late  William  H.  English,  and  was  successful  until  1884,  when  it  w«»t 
into  voluntary  liquidation.  Within  one  ye^r  after  the  National  bank- 
ing law  went  into  effect  seventy  banks  were  organized  in  LndiaiUL,  moA 
of  the  branches  of  the  Bonk  of  tiie  State,  and  many  privata  banks 
entering  the  system.  There  are  now  one  hundred  and  twelv«*  in  ihf 
State.  Indiana  has  been  fortunate  in  tliat  it  has  experienced  no  gram 
banking  wrecks.  There  have  been  some  National  banks  that  have 
failed,  the  Indianapolis  National,  which  closed  its  doors  in  1893,  belox 
the  worst  failure  that  has  occurred  in  the  State.  Up  to  the  preMOt 
time  (189i))  the  depositors  of  that  bank  have  received  aboDt  stxt;  j 
cent,  of  their  claims. 

Priyatk  Banks  kstd  Bankers. 

There  was  no  law  in  Indiana  requiring  private  banks  to  report  tol 
Auditor  of  St-ate  until  1872.  Several  large  banks  had  been  In  i 
for  many  years.  In  1873  seven  organized  under  the  new  State  Uv. 
This  number  ha^  gradually  increased  untO  they  now  nmuber  aboat 
thirty.     Their  growth  Ls  shown  in  the  following  table : 

PrivaU  Banks. 


Bnouacxs. 
iuMji*  uid  ilUoonnU.. . 

Bond*,  stock*,  etc 

tl«iilci*Ultc.eU) 

Due  from  oUier  tMuln. 
*Bpeal» 

LiJiiuuTtn, 

c»plul  •took. 

Bnryina ^ 

t>o«nihrr  luiika........ 

iMpMlU 


1ST9. 


(3.0&0.188 
130.073 

•97,IT7 
U7.e90 

tl.9S8.M0 
I00.T78 

1,833.300 


1883. 


92.839.S6H 

38.900 

181.076 

eu,ie8 

170,040 

•1,179.800 

806.088 

4,163 

2.064.140 


84.oa4.SH3 
169,114 
883.819 
817,788 
468,997 

•1360,000 

990k«18 

90,888 

8.478,680 


tasa. 


8H.333,0«0    OIAi 
607.670  ,       LI 

4«a.ti« 

1.898I41* 
I.8U.4I» 


•1.600,  IM 

«88.8«8 

64.779 

8.8»8,717 


•U1WI8 


•  iDCindM  Pnlled  SUUa  Md  NmIoiuI  lank  sola*. 

Prom  the  earliest  time«  there  have>  been  individual  or  partnvnUp 
banks  that  have  not  been  under  leigialative  control.  Am  okriy  ■■  18U 
the  Territorial  Legislature  was  called  opon  to  enact  a  law,  proridiq; 
that  any  person  doing  busineas  an  a  bunk  of  deposit,  shoold  pmnpCl^ 
pay  all  denuuids  made  upon  it,  in  coin  or  in  the  bUl«  '>f  n  rhMtvrtd  bank 
It  was  provided  tliat  on  failu  r>?  to  do  so  complaint  uiail*  to  U>8 

Auditor  of  State,  and  if  the  bank  still  failed  aftc  -'  luttine 
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3nld  wind  it  up.  The  panic  of  1857  closed  all  the  private  banks  in  the 
State  but  two  in  Indianapolis  and  one  at  Fort  Wayne.  In  1872  a  law 
was  passed  for  the  incorporation  of  private  banks,  and  since  then  the 
Bystem  ba8  rapidly  grown.  There  must  bo  at  least  five  stockholders  and 
a  capital  of  not  less  than  ^5,000  paid  up.     Reports  of  their  condition 

lusi  be  made  to  the  Auditor  twice  a  year,  and  he  may  personally  or  by 
I  appointee  make  an  examination  as  often  as  he  deems  desirable,  and 

lay  take  possession  on  a  failure  to  comply  with  the  law.  The  Presi- 
dent and  Cashier  are  required  to  file  a  bond  with  the  Auditor. 

Satinos  Banks  akd  Tbdst  Costpanibs  Adtrohized. 

Until  within  the  last  few  years  Indiana  has  practically  had  no  Sav- 
ings banks.  As  early  as  1830  a  law  was  enacted  providing  for  the  es- 
tablishment of  such  institutions,  and  some  attempts  were  made  in  that 
direction.  The  same  law  provided  for  the  organization  of  builduig, 
savings  and  loan  associations,  and  they  took  the  place  of  Savings  banks. 
In  1869  a  carefully  prepared  and  digest«d  law  for  the  establishment  of 
Savings  banks  was  enacted,  and  a  few  banks  have  been  operating  under 
ft.  In  1893  trust  companies  were  authorized,  and  several  have  been  or- 
ganized containing  a  savings  department. 

Savings  Banks. 

f  Prior  to  1869  there  was  no  State  supervision  of  Savhigs  banks.  In 
that  year  a  law  was  enacted  requiring  the  Auditor  of  State  to  make  an 
examination  of  such  banks  at  least  onoe  in  every  two  years.  The  first 
exajnination  and  report  was  made  in  1872.  There  were  then  nine  such 
banks  in  the  State.  In  1898  there  were  but  five.  From  1877  to  1898 
their  giun  in  deposits  has  been  as  shown  below : 


BjMOUaCM. 


B«D4a(m  hand.. 


huMirma. 


Dvpoiitt*. 
Snrplu.. 


1877. 

laat. 

18S7. 

U». 

»1.288,M3 

91,US,9»2 

»2,183,88S 

$2,983,870 

28.667 

80.296 

90,633 

165,861 

86^866 

216.798 

267,333 

470,644 

906366 

161.158 

aaa,4»6 

983,180 

»1.447.168 

«1. 763.355 

C2.5Si.478 

»4,073.188 

44.513 

120,608 

182,563 

330.8011 

•8.533,680 

190,551 

727,260 

1,178,184 

•5.048.043 
403,860 


The  reports  at  the  close  of  1899  indicat«d  a  gain  of  about  §650, 000  in 
deposits  compared  with  1B98.    There  are  21.000  depositors  in  these  banks. 

Tbdst  Cosipantbs. 

In  1693  a  law  was  enacted  authorizing  the  organization  of  trust  corn- 
lea.     In  that  year  two  were  organized  and  began  business.     In  1898 
46 
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the  number  had  inoreased  to  six,  with  ^,910,0(iO  capital  aud  (S^.Ono 
surplus  and  profits.  Deposits  were  ^.S85,099.  By  th«  cloee  of  iSit'J  xhen 
were  fourteen  companies  reporting,  with  two  more  organized  bat  not  yrt 
doing  active  business.  Their  deposits  amounted  to  ^,675.000,  and  tctel 
resources  exceeded  f?,  000. 000.  Though  of  recent  origin.  tbeMinatHa- 
tions  have  shown  a  considerable  growth,  their  deposits  having  giovn 
from  the  figures  alxive  named  from  a  total  of  but  $147,400  in  18M. 

Distinguished  BAiifKBRS  of  Indiana. 

The  most  distinguished  banker  of  Indiana  was  the  late  Hon.  liafdi 
McCulloch,*  He  was  bom  ui  Keuuebunk,  Maine,  December  7,  1808. 
He  received  his  education  in  the  scliools  of  t'hat  place  and  at  Buwduin 
College.  Els  health  failing  hiui  he  leftcoUege  without  graduuting,  awl 
began  teaching  school.  He  studied  law  and  then  sought  a  home  in  ttie 
West.  He  chose  Madison,  Indiana,  as  his  home,  it  then  Im'Iiu;  tli» 
largest  and  wealthiest  city  in  the  State,  and  Uu'ated  there  in  1833.  Tlw 
northern  part  uf  the  State  was  just  then  attracting  attention  owing  to 
the  prospects  fi>r  the  building  of  a  canal  from  Luke  Erie  to  the  Ohio 
River,  through  Indiana.  He  finally  concluded  to  remove  to  Fort  Wayn*. 
and  there  practice  his  profes^sion.  The  State  Bank  had  been  recently 
chartered  and  one  of  its  branches  was  to  be  located  at  Fort  Wnyi>e,  and 
with  that  institution  he  became  identified,  and  thereafter  gave  liJa  life 
to  banking  and  financial  pursuits. 

He  became  President  of  the  Fort  Wayne  Bank  after  serving  an  ap- 
prenticeship Bs.  toller  and  Cashier.  As  President  he  was  requirt-d  to 
visit  Indianapolis  frequently,  to  hold  consultations  with  the  Prewdetito 
of  the  other  branches,  and  this  brought  him  into  clo!«e  contact  with  lh» 
leading  bankers  of  the  State.  When  the  charter  of  the  Stat**  Bank  t 
about  to  expire,  its  successor,  the  Bank  of  the  State  of  Indiana, 
posed  to  purchase  the  branches  of  the  old  bank.  They  found  th»  pur- 
chase could  be  mode  on  one  condition  only,  and  that  was  that  Mr. 
McCulloch  sliould  be  made  President  of  the  head  bunk.  ThLs  was  thially 
ngree<l  to,  and  under  his  management  the  new  bank  became  one  of  tb* 
most  successful  institutions  in  the  country.  During  the  paiilc  of  1817 
he  refused  to  let  any  of  the  branches  suspend  spiH'ie  payments,  aodbf 
thismeans  the  bills  of  the  bank  commanded  a  premium  throimboat  tiH 
West  and  South. 

He  was  naturally  proud  of  the  great  moneyed  iuKi  r  f 

he  wag  the  head,  and  when,  in  18(52,  it  wa-i  proposetl  t< 
Banking  Law,  he  opposed  it  streimously,  visiting  Waslungtoo  to  woHt 
ugamst  it.  He  held  that  bis  bank  could  meet  all  its  ubli^[atiomk  DOt' 
withstanding  the  stringency  produced  by  the  war,  and  thixiKbt  otiMn 
ought  to  do  the  same.  The  bill  became  a  law,  however,  and  whili>  Iw 
was  on  an  Extern  trip,  the  next  year,  he  wa>«  suddeidy  siurpriMd  al 
the  offer  from  Secretory  of  the  Treaaury,  Chaw,  of  the  p^tJiT*  u( 
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Comptroller  of  the  Currency  under  the  new  law.     His  views  in  regard 
^m  the  expediency  of  a  National  Bunklnj?  Law  had  undergone  a  marked 
^winge.   Kot  that  he  had  lost  faith  in  his  own  bank,  but  because  he  saw 
^pe  neoeonity  tbat  the  people  should  be  supplied  with  some  safe,  relia- 
ble currency.     To  accept  the  offer  of  Secretary  Chase  meant  a  large 
pecuniary  sacrifice,  but  after  some  hesitation  he  concluded  to  accept 
and  give  the  Government  the  benefit  of  his  wide  experience.    His  name 
it  the  bead  of  the  new  system  at  once  gave  it  strength  among  the 
moneyed  men  of  the  country.   He  served  in  the  ofBce  until  March,  1866, 
ien,  on  the  resignation  of  William  Pitt  Fessenden,  he  was  made  Seo- 
of  the  Treasury  by  President  Lincoln.     He  was  re-appointed  by 
'resident  Johnson  and  served  throughaut  his  term.     He  tlien  engaged 
in  banking  in  New  York  and  London.     In  1884,  when  Mr.  Gresham  re- 
tired from  the  office  of  Secretary  of  the  Treasury,  Mr.  Mc(Julloch  waa 
agnin  called  to  that  high  position,  making  his  third  appointment  as  head 
of  the  Treasury,  and  by  as  many  different  Presidents. 
^m    J.  F.  D.  Lanier  was  another  Indiana  banker  who  won  fame  in  flnan- 
^■al  circles.     He  was  a  native  of  North  Carolina,  and  was  of  Huguenot 
^■ock.     His  ancestors  fled  from  France  on  the  revocation  of  the  Edict 
Bk  Nantes.     One  of  lu.s  ancestors  married  a  sister  of  Jolui  Washington, 
the  first  of  that  family  to  come  to  Ainerioa.  while  another  married  the 
sister  of  Mary  Ball,  tlie  mother  of  George  Washington.     Mr.  Ijanier'a 
grandfather  fought  with  Gen.  Wayne  at  the  great  battle  with  the  In- 
dians on  the  Maumee,  and  his  father  commanded  Fort  Wayne  during 
the  War  of  1812.    Mr.  Lanier  waa  educated  at  Eaton,  ().,  and  at  Newport, 
Ky.     In  1817  his  father  removed  to  Madison,  Ind.,  and  entered  upon  a 
bnsiuesa  career  that  proved  very  unfortunate,  and  he  died  insolvent, 
but  his  son  aiterwurd.s  paid  all  his  debts  in  full.   At  Madison,  Mr.  Lanier 
began  the  study  of  law,  tinally  graduating  at  Transylvania  Law  School, 
in  Kentucky.     He  began  the  practice  at  Madison,  and  soon  became  suc- 
ceaafuL     In  1824  he  was  appointed  Ajssistant  Clerk  of  the  State  House 
of  Representatives,  at  a  salary  of  c!3.5l)  per  day.     This  brought  him  the 
acquaintance  of  many  of  the  leading  men  of  the  day. 

tHis  law  practice  enabled  liim  to  accumulate  some  money,  and  when 
e  State  Bank  was  chartered  in  1833,  he  l^ecame  the  largest  individual 
jckholder  in  the  Madison  branch,  of  which  ho  waa  made  President. 
In  1837.  when  the  Government  called  for  the  return  to  Washington  of 
the  Government  funds  held  by  the  various  banks,  Mr.  Lanier  was  se- 
lected as  the  agent  of  the  State  Bank  to  take  i^,0<>0  in  gold  to  Wash- 
ington.    He  went  by  steamer  to  Wheeling,  and  from  there  across  the 
^louutains  alone  in  a  stage  coach  chartered  for  the  purpose.     In  1849 
IP^  went  to  New  York  and  associated  himself  with  Ricliard  H.  Winslow, 
^or  the  purpose  of  engaging  extensively  in  railroad  building.     Out  of 
this  connection  grew  the  well-known  banking  house  of  Winslow,  Lanier 
4;  Co.     Tbey  were  the  first  to  offer  railroad  bonds  on  the  market  at 
lew  York.     Their  business  in  that  line  grew  rapidly,  and  they  frequently 
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placed  a  million  dollars*  worth  of  bonds  dzdiy.  In  six  years  they  i 
tiated  the  bondjs  which  bailt  tDore  than  ten  thonsand  miles  of  railr 
In  1859  Mr.  Lanier  took  hold  of  the  work  of  re-organizing  the  Pit 
burg  and  Fort  Wayne  road,  which  bad  gone  down  in  the  panic,  and 
carried  it  through  k>  succesefolly  that  it  soon  became  one  of  tlxt  bMt 
paying  roads  in  the  conntry.  In  1865  Mr.  LAnier  visited  Europ*.  and 
at  the  request  of  the  Secretary  of  the  Trea-iiiry,  acted  on  behalf  of 
Government  in  interesting  foreign  capitalists  in  our  bonds.  He  visit 
all  the  money  centers  of  Europe,  and  so  successfal  was  he  in  settinf 
forth  the  resources  of  the  country  that  foreign  bankers  no  longer  re- 
fused to  invest  in  United  States  bonds.  Three  years  later  be  ^ain 
visited  Europe  on  behalf  of  the  Government  to  aid  in  an  effort  to  Baal 
a  five  per  cent,  loan,  and  was  again  eminently  successful. 

Mr.  Lanier  never  lost  his  interest  in  Indiana.  In  1847  the  State  «M 
practically  bankrupt,  being  burdened  with  a  large  debt  for  interaal  1 
provements,  and  for  several  years  had  defaulted  the  interest.  Moati 
the  bonds  were  held  in  Europe,  and  Mr.  Lanier  wa*  selected  by  the  ] 
islature  to  proceed  to  Europe  and  lay  a  proposition  for  settlement  befQ 
the  holders  of  the  bonds.  He  was  given  bonds  and  State  stocks  to 
amount  of  several  miUion  dollars,  all  duly  signed,  and  such  was  bis  i 
utation  for  integrity  that  no  one  thought  of  asking  for  even  hb  permtti 
bond.  In  1863,  when  the  Stat«  L^pslaturc  refuMKl  to  appropfteU 
money  to  pay  the  interest  on  the  State  debt,  Mr.  Lanier  and  his  pAltssr 
promptly  furnished  the  Governor  with  several  hundred  tboasMtd 
lars.  They  had  helped  Governor  Morton  before  with  funds  to  losetl 
exigencies  of  the  war,  and  advanced  large  sums  to  him  from  tin*] 
time  as  long  as  the  war  lasted. 

Samuel  Merrill,  the  firet  President  of  the  State  Bank  of  Indiaoik ' 
a  Yermonter  by  birth.  He  came  to  Indiana  while  yet  a  yoving 
locating  at  the  little  town  of  Vevay,  on  the  Ohio  River,  Tbsra  be 
studied  law  and  began  the  practice.  In  1822  he  was  elected  TuuMUitr 
of  State,  by  the  Legislature.  The  capital  of  the  State  was  then  at 
Corydon,  where  he  entered  upon  the  discliarge  of  the  duties  of  hisaflea. 
When  IndianapoUs  was  selected  as  the  future  capital  he  remorad  thr 
archives  of  the  State  to  that  place,  in  a  wagon,  driving  throogh  mo 
ahuost  unbroken  forest,  through  which  no  roads  had  been  maila 
He  was  twelve  days  on  the  journey.  He  was  a  careful,  msihodkal 
man,  and  the  old  books  of  his  offlce,  which  are  still  prt*wrrp»l,  mn 
models  of  correct  bookkeeping.  He  served  as  Stale  TreosuRr  fcr 
twelve  years,  and  resigned  on  being  elected  Prr^sideut  of  the  Stalu 
Bonk  by  the  Legislature.  The  banking  busiiieoa  wb»  new  then  la 
Indiana,  but  the  known  probity  of  Mr.  Merrill  at  ouoe  gave  the  ua* 
Institution  a  high  standing  among  the  people.  There  wers  no  rslK 
roads  in  the  State  and  but  few  of  any  kind.  The  [>rim<*  object  of  thv 
bank  was  to  encourage  the  ajjricultural  development  of  thf  StAte.  TlM 
branches  were  scattered  far  apart,  but  Mr.  Merrill  tuadi-  frttqaenl  vWta 
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to  them,  carefully  examining  into  their  condition.  He  not  only  exam- 
ined as  to  th(>  character  of  the  loans  made,  but  laboriously  went  over 
all  tlie  accounts.  Sucli  rigid  investigation  prevented  any  defalcations 
had  there  been  any  desire  upon  the  part  of  any  of  tlie  officers  to  rob  the 
bank.  Under  his  administration  the  bank  was  unusually  prosperous  not- 
withstanding it  had  to  pass  through  the  great  financial  crisis  of  1837-40. 

Politics  at  last  interfered,  and  he  was  displaced  by  the  Legislature 
to  make  room  for  one  of  the  political  faith  of  the  majority  in  the  Legis- 
lattire.  On  leaving  the  bank  he  was  elected  President  of  the  Madison 
and  Indianapcjlis  Railroad,  whicli  wjis  then  in  process  of  construction. 
It  was  the  first  attempt  at  railroad  building  in  the  State  and  met  with 
engineering  difficulties  at  the  very  start,  but  such  was  the  energy  of 
Mr.  Merrill,  and  such  the  ability  with  which  he  managed  its  affairs,  that 
the  road  was  successfully  completed,  and  its  stock  sold  at  a  premium  of 
lirty  per  cent.  After  he  relinquished  the  management  the  stock  went 
lown  until  it  was  finally  sold  at  a  song. 

He  was  a  warm  personal  friend  and  admirer  of  the  late  Henry  Ward 
Beeoher,  and  was  one  of  thoee  instrumental  in  getting  that  great  divine 
as  pastor  of  a  church  in  Indianapolis.  He  was  a  man  of  great  charity, 
and  was  at  the  he^id  of  all  the  charitable  organizations  of  the  city  of  liis 
home.  It  is  told  of  him  that  while  President  of  the  State  Bank  he  was 
in  the  habit  of  soliciting  from  eve.rybo<ly  old  clothing  to  give  away  to 
those  in  noed.  He  had  a  room  in  the  bank  where  a  pile  of  this  clothing 
was  always  kept.  One  day  on  entering  the  bank  in  a  hurry  he  threw  a 
handsome  new  clotik  he  had  just  had  made  for  himself,  on  the  pile  of 
old  clothes.  Shortly  afterwards  a  mendicant  came  in  asking  for  help. 
Mr.  Merrill  told  him  to  go  into  the  room  and  help  himself.  When  it 
oame  time  to  close  the  bank  Mr.  Merrill  went  for  hist  cloak,  as  it  was  a 
very  bitter  day  in  winter,  but  found  that  the  mendicant  had  helped 
himself  to  it.  Mr.  Merrill  was  a  great  friend  of  education.  On  his  ar- 
rival at  Indianapolis,  there  was  no  one  competent  to  teach  school,  and 
he  opened  a  school  which  he  taught  while  serving  as  Treasurer  of  State. 

Among  the  pioneer  bankers  of  Indiana  Calvin  Fletcher  took  and  held 
a  very  high  place  to  the  hour  of  liia  death.  He  was  bom  in  Vermont, 
In  1798.  His  early  education  was  obtained  under  difficulties.  Up  to 
1815  it  consisted  of  about  two  months  each  year  in  the  schools  in  the 
neighborhood  of  liis  father's  residence.  Then  for  two  years  he  worked 
as  a  laborer  and  spent  his  earnings  in  attending  the  academies  at  Ran- 
dolph and  Royalton,  in  his  native  State.  At  the  age  of  nineteen  he 
determined  to  seek  a  home  in  the  West.  In  two  months  he  worked  his 
woy,  mostly  on  foot,  to  Urbana,  Ohio.  Arri^nng  there  he  was  without 
money  or  friends,  or  even  acquaintances.  He  obtained  employment  as 
a  hired  liand  on  a  farm,  for  a  short  time,  and  then  as  a  school  teacher. 
That  f  Jill  he  entered  a  lawyer's  office  to  study  law. 

In  1821  the  Indians  had  ceded  their  lands  in  Indiana,  and  the  new 
town  of  Indianapolis  had  been  laid  off  as  the  future  capital.     Mr. 
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Fletdier  pat  his  young  wife,  and  all  his  earthly  poesessifMis,  In  a  wagoD 
and  started  for  the  new  oapitaJ,  through  an  almost  trackless  forest  He 
was  fourteen  days  on  the  road,  camping  out  each  night.  He  put  out 
his  sign  as  an  attorney,  and  did  not  wait  long  for  clients.  He  yn» 
elected  to  the  State  Senate  and  served  in  that  body  for  seven  yean. 
When  the  State  Bank  was  chartered  he  was  appointed  by  the  Legisla- 
ture as  one  of  the  four  men  to  organize  the  bank,  and  also  to  act  as 
Sinking  Fund  Commissioner.  This  last  position  was  one  of  great 
importance  to  the  State,  and  of  great  responsibility.  By  its  chatta 
the  bank  was  required  to  pay  to  the  commissioner  the  dividends  and 
profits  due  the  State  on  its  stock  in  the  bank,  together  with  the  tax 
levied  against  the  stock  of  the  individual  holders  and  the  interest  paid 
by  the  bank  on  the  $600,000  loaned  by  the  State  to  the  stockholden. 
The  amounts  so  received  were  to  be  invested  to  provide  a  fund  for  the 
payment  of  the  bonds  issued  by  the  State  to  procure  the  money  witii 
which  to  establish  the  bank. 

He  held  that  position  for  seven  years,  when  he  resigned  to  accept  the 
Presidency  of  the  Indianapolis  branch  of  the  bank,  a  place  he  continaed 
to  hold  for  sixteen  years,  until  the  ctiarter  expired.  All  this  time  he 
had  been  conducting  a  very  large  and  lucrative  law  practice,  and  had 
carefully  invested  the  proceeds,  making  him  for  those  days,  and  for  In- 
diana, a  very  wealthy  man.  On  winding  up  the  affairs  of  the  tnandi 
bank  he  and  Mr.  Sharpe,  who  had  been  Cashier,  opened  a  private  bank, 
which  for  many  years  was  one  of  the  great  moneyed  institutions  of  In- 
dianapolis. Some  years  after  Iiis  death  it  became  embarrassed  and  was 
compelled  to  close  its  doors.  Mr.  Fletcher  was  intense  in  all  he  did.  He 
was  a  hater  of  slavery,  and  was  never  too  busily  engaged  to  refuse  to 
listen  to  the  story  of  a  black  man  escaping  from  slavery,  and  to  such  he 
always  gave  liberal  aid.  During  the  war  he  with  other  Indiana  bank- 
ers advanced  lai^  sums  to  the  State  to  aid  in  arming  and  forwarding 
troops. 

National  Banks. 
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The  history  of  the  early  banks  Of  Illinois  Is  pretty  much  the  same  as 
that  of  the  banks  of  all' the  western  country,  the  development  of  which 
vras  contemporary  with  that  of  Illinois.  For  the  most  part  these  pio- 
neer financial  institutions  wore  founded  for  the  accommodation  of  the 
dreaming  speculators  pf  Uie  new  Territory,  "who  foresaw  the  coming 
greatness  of  tlie  future  ytate,  but  whose  impractical  minds  wore  not  ca- 
pable of  computing  the  amount  of  labor  and  time  necessary  to  bring 
aboat  the  results  tliey  so  confidently  eipecied,  and  which  really  came  in 
a  marvelously  brief  period  of  time. 

Following  the  sophistry  of  the  politicians  of  early  FlUnois,  the  his- 
torical writers  of  tlie  State  have,  for  the  most  part,  attributed  to  the 
banks  much  of  the  distress  caused  by  the  premature  and  visionary 
schemes  which  handicapped  the  State  during  it«  infancy,  but  in  this  they 
are  hardly  just.  The  first  banks  were  bad  enough,  bat  their  weaknesses 
were  the  direct  result  of  imperfect  andoften  dishonest  legislation.  Hav- 
ing by  faulty  enactments  created  unstable  institutions,  it  became  the 
fashion  of  the  early  politicians  to  meet  the  popular  cry  against  them 
,with  denunciation  of  all  banks,  and  statutes  were  enacted  that  were 

tile  to  tliem.  Thus  ilie  early  banks  came  into  disrepute,  .ind  to  this 
day  there  remains  something  of  tlie  prejudice  brought  about  by  the  po- 
tical  discussions  had  previous  to  the  enactment  of  the  present  State 
anking  law. 

Previous  to  the  War  of  1812,  there  was  no  occasion,  practical  or 
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fancied,  for  a  banking  institution  in  HUnois.  The  early  French  settle- 
ments were  oommonistio  in  their  character.  They  were  foanded  by  the 
trading  companies  and  the  missionaries,  and  they  trafficked  with  no  one 
bat  the  Indians  and  the  parent  settlements  along  the  MississippL  The 
trade  was  confined  to  the  pelts  of  wild  animals,  and  by  these  were 
measured  the  value  of  the  few  commodities  purchased.  It  was  not  un- 
til the  settlers  from  the  East  commenced  to  come  into  the  countzy  that 
a  demand  for  money  was  created,  and  this  demand  was  based  I^geij 
upon  the  dedre  to  speculate  ui>on  the  growth  of  the  new  State.  Capi- 
tal was  needed  to  carry  out  the  plans  that  were  already  being  fonned 
for  metamorphosing  the  wilderness,  and  banks,  with  the  fatnre  proe- 
perity  of  the  country  as  their  most  prominent  asset,  were  suggested  as  a 
source  from  which  to  obtain  the  needed  money.  At  this  time  the  oaitj 
currency  in  circulation  in  the  Territory  was  that  which  had  been  paid 
to  the  Illinois  volunteers,  but  this  was  sufficient  to  give  the  people  an 
extravagant  notion  of  the  utility  of  bank  notes. 

ThB  BAITK  of  IliLIKOIB  ESTABUSHBD. 

In  1813  a  bank  was  started  at  Shawneetown  and  three  yean  later  it 
became  an  incorporated  bank  by  a  spedal  act  of  the  Territmial  Anem- 
bly.  It  was  incorporated  as  "  The  President,  Directora  and  Company 
of  the  Bank  of  Illinois,"  and  John  Marshall,  David  Apperson,  Samuel 
Hays,  Jjeonard  White  and  Samuel  R.  Campbell  were  appointed  as  com- 
missioners to  receive  subscriptions  for  the  institution.  The  law  inooi^ 
porating  the  bank  provided  that  its  capital  stock  should  not  exceed 
(300,000,  to  be  divided  into  shsues  of  one  hundred  dollars  each,  one- 
third  thereof  to  remain  open  to  be  subscribed  by  the  L^^lature.  Aa 
soon  as  $60,000  was  subscribed  and  flO,000  actually  paid  in,  the  bank 
was  to  be  permitted  to  commence  business  and  issue  notes. 

The  same  Legislature  which  passed  the  law  incorporating  the  first 
bank  in  the  State  enacted  a  supplement  to  the  statute  oonoeming  exe- 
cutions, which  was  the  first  of  a  series  of  legislative  attempts  to  make 
legal  tender  of  the  early  bank  notes.  The  legislators  made  excuse  for 
this  supplemental  bill  by  stating  that  it  appeared  to  "this  Legislature 
that  gold  and  silver  coin  is  so  scarce  in  this  Territory  that  it  is  utteriy 
impossible  for  the  citizens  thereof  at  present  to  pay  their  debts  in  thoee 
metals  ;  and  that  attempts  to  enforce  such  payments  by  legal  execution, 
besides  the  immense  sacrifices  of  property  that  would  result  therefrom, 
would  produce  many  other  distressing  consequences." 

The  law  provided  that  all  executions  should  be  subject  to  replevy 
for  one  year,  unless  the  plaintiff  in  the  action  out  of  which  it  grew 
should  give  to  the  sheriiT  "written  authority  to  receive  in  discharge  of 
the  execution  bank  notes  of  any  of  the  chartered  banks  of  Cincinnati 
and  ChiUicotho,  in  tlic  State  of  Ohio,  and  of  any  of  the  banlis  of  the 
States  of  Tennessee  and  Kentucky,  and  of  the  banlis  of  Vincennes,  of 
Missouri,  of  St.  Louis  and  of  Illinois." 
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Following  the  incorporation  of  the  Shawneetown  bank,  the  Legisia 
tiire,  at  a  special  session  held  the  following  year,  incorporated  three 
additional  banks.  The  first  of  these  was  "The  P*resident,  Directors 
and  Coinpnny  of  the  Bank  of  Edwardsville,"  whose  charter  waa  granted 
□pon  petition  of  Benjamin  Stephenson,  John  McKee  and  others.  The 
act  uiL'orporating  the  bank  was  similar  to  the  act  incorporating  the 
Shawneetown  institution  and  it  was  to  be  permitted  to  commence  busi- 
neas  when  ^0,000  had  been  subscribed  and  $10,000  had  been  paid  in. 
BeDjamin  Stephenson,  James  Mason,  Jolin  McKee,  Joseph  Cnuway 
and  Abraham  Prickett  were  appointed  to  receive  subscriptions  for  the 
institution.  Benjamin  J.  Seward  was  the  first  Cashier  of  the  bank  and 
h»  wa.«  succeeded  by  R.  T.  McKenney. 

"  The  President,  Directors  and  Company  of  the  Bank  of  Kaskaskia  " 
vas  InooriKirated  under  a  similar  statute,  but  a  provision  was  made 
that  its  subscriptions  must  be  paid  in  either  gold  or  silver.  A  number 
<rf  the  most  prominent  men  in  the  Territory  were  named  as  commission- 
ers to  receive  subscriptions  for  this  bank  and  the  men  connected  with 
it  would  have  made  it  a  strong  corporation  had  it  succeeded  in  getting 
into  business. 

The  specie  subscription  requirement,  however,  made  it  impossible 
to  secure  the  requisite  investments  and  the  bank  never  did  any 
business. 

Following  is  a  list  of  the  commissioners  appointed  for  the  Kaskaskia 
Bank:  Pierle  Menard,  William  Morrison.  Sr.,  Sliradrach  Bond,  Will- 
iam C.  Greenup  and  Hugh  H.  Maxwell,  at  Kaskaskia ;  Benjamin 
Stephenson,  James  Mason,  Abraliam  Prickett,  John  McKee  and  Joseph 
Conway,  Edward8\'iUe  ;  R.  K.  McLaughlin,  William  Mears,  William 
Kinney,  John  Messenger  and  Dr.  Heath,  at  Belleville  ;  Daniel  Hay, 
James  Graham,  James  Ratlifle.  James  Gray  and  John  Rraw,  at  Carmi; 
Thomas  Sloo,  Joseph  M.  Street,  M.  S.  Davenport,  James  Wilson  and 
John  Caldwell,  at  Shawneetown  :  Dr.  Woolverton,  G.  W.  Smith,  Sam- 
uel Marshall,  Jesse  B.  Brown  and  Seth  Gard,  at  Palmyra  ;  James 
Finny,  Erwin  Morris,  Owen  Evaus,  George  Evaus  and  Jacob  Littleton, 
«t  Elvira. 
■  A  Phastom  Bajtk  Chaktehbd. 

The  incorporation  of  the  "The  President,  Directors  and  Company 
of  the  Bank  of  Cairo,"  was  the  Ucensing  of  a  ohimericnl  scheme  for  the 
building  of  a  great  western  metropolis  at  the  junction  of  the  Mistsitisippi 
and  Ohio  rivers.  The  bank  was  to  be  established  on  the  revennes  de- 
rived from  the  sale  of  town  lots  and,  of  course,  nothing  came  ol  it. 
The  owners  of  the  land,  to  whom  the  charter  for  the  City  and  Bank  of 
Cairo  was  given  were  Jolin  G.  Comyges,  Thomas  H.  Harris,  Thomas 
F.  Herbert,  Charles  Sliide,  Shrodrach  Bond,  Michael  Jones,  Warren 
Brown,   Edward  Humphreys  and  Charles  W.  Hunter.     In  1836  u  com- 

ly  which  bad  come  into  possession  of  the  wreck  of  the  old  corpora- 


:n 


mSTORT  OF  BANKING. 


tion,  stju^ed  a  bank  at  Ka«kaskia  under  the  charter  of  the  Cairo  baeik, 
but  the  iMink  was  not  long  in  existence. 

The  bank»  at  Sbawneetown  and  EdwiirdrviUe  continued  to  do  1 
nesH  for  iteveral  jennt,  but  HriaUy  failed.     The  last-naxned  bank  < 
its  doors  in  1819,  and  the  Government,  which  had  used  it  as  a  depon-' 
tory  for  land-ofDce  funds,  lost  some  (!M,0(M).     The  Sbawneetown  bank 
struggled  along  and  continued  to  redeem  its  paper  until  18S1.     In  ItSJj 
it  was  couip«lled  to  dose  up  its  business,  but  it  managed  to  makcao'l-j 
tlement  with  its  creditors  and  saved  its  charter.     When  the  Stale  Kankl 
of  Illinois,  was  estabUshed,  the  charier  of  the  Sbawneetown  inrtit 
wa«  revived  and  extended  for  twenty  years  from  January  1,  1837, 
date  of  the  expiration  of  the  old  charter. 

SUBBBQUEST  HISTORY   OF  THB   BAITK   AT  SHAWNBRTOWIT. 

At  the  time  of  the  renewal  of  the  bank's  business  it  had  I 
saspension  for  twelve  years.  Its  name,  under  the  act  extending 
charter,  was  changed  to  ' '  the  State  Bank  of  Illinois,  at  Shawn wtown." 
John  Marshall  was  its  first  President  and  John  Sidell  it«  flrat  OwW*. 
f)n  behalf  of  the  State  the  following  directors  were  appointed:  ParMf 
Clay,  David  J.  Baker,  H.  H.  West,  J.  K.  Dubois,  William  Linn,  Wo. 
Sim,  James  Dunlap,  E.  B.  Webb  and  Peter  Butler.  The  stookboldin 
of  the  institution  named  the  following  directors:  £.  H.  Ciatewool, 
Alexander  Kirkpatrick,  W.  A.  Docker,  W.  A.  G.  Posey,  Timnthr  Uoapl, 
Daniel  Wood,  M.  M.  Rawlings,  P.  Redman,  Henry  Bkldy,  JameiC.  8ko 
and  C.  C.  Valandingham. 

The  subsequent  history  of  the  bank  is  oonnected  with  tliat  of  th* 
State  Bank.  When  its  business  was  finally  dosed  up  the  old  busk 
building  came  into  possession  of  Governor  Joel  A.  Matteson, 
started  a  bank  there  in  1853.  This  bank  was  organized  under  the  '. 
Bankhig  Act,  and  wajs  known  as  the  State  Bank  of  niinotii.  (i 
nor  Matteson '8  son-in-law,  R.  E.  Goodell,  was  made  President  of  tiii*' 
bank  and,  for  four  years,  A.  B.  Safford  was  its  Treasurer.  Tb«  Utur 
moving  to  Cairo,  he  was  succeeded  by  L.  B.  Leach,  who  oondaetad 
the  bank's  affairs  until  the  opening  of  the  Civil  War,  when  Qofmat 
Matteson  closed  the  institution  because  of  the  danger  of  raldii  tm 
Southern  guerillas.  Thomas  8.  Rldgway,  afterwards  State  TrraKinr 
of  Illinois,  purchased  the  old  building  and,  in  ISOS,  estabUabed  in  U  Ik* 
First  National  Bank,  of  Sbawneetown,  a  prosperous  tnoemmat  to  iki 
first  banking  institution  of  the  Illinois  country. 

The  establishment  of  the  Territorial  banks  had  the  d«Blr«d  ttttH  *• 
far  as  making  money  plentiful  was  concemod,  but  they  encoan^ 
speculation,  and  when  the  Territory  was  admitted  into  the  aitUftMwd 
of  States,  there  was  already  some  feeling  against  the  baukln^  hiatlta- 
tions.  It  wn3  deemed  advhsable  that  the  Stat«  tak«  ehaygv of  tbv  baiik- 
ing  business  and,  accordingly,  the  following  section  was  inaartvd  is  t&> 
first  coDStitutioo : 
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"  Tbefr  shall  \h>  no  other  banks  or  moneyed  institntlona  In  this  Sute  than  those 
already  providi-d  by  law,  except  a  Slate  bank  andita  branches,  which  may  bo  estal)- 
iiabed  aod  regulated  by  the  Ocaeral  Asvembly  of  the  State  as  they  may  think  proper. ' ' 

^H  STATK  Ba^'K   of    iLIilNOIS    I:\COBPORATED. 

^H  Id  1819  the  State  Bank  of  Illinois  was  incorporated  under  the  pro- 
^Hlsions  of  the  flri<t  constitution.  It  was  to  be  a  modest  affair,  which 
^iFaj!  to  oommence  busine.ss  when  $15,000  of  its  stock  had  been  paid  in. 
The  State  was  to  Bubscribe  one-half  the  stock  of  the  institution,  and 
was  to  have  practical  control  of  it.  The  bank  was  authorized  to  estab- 
h  ten  branches  in  variouB  parts  of  the  State  for  the  convenience  of 
,e  citizens  of  the  State.  A  period  of  depression  came  before  the  bank 
old  be  organized  and,  despite  the  fact  that  little  money  was  needed 
start  it  in  business,  the  capital  was  not  subscribed. 
A  statement  of  the  condition  of  the  banks  in  1819  shows  that  they 
a  capital  of  8140,910,  circulation  of  ^52,021,  public  deposits, 
$119,030,  and  private  deposits,  |132,568. 

Two  years  later  the  charter  of  the  first  State  Bank  waa  repealed  and 
new  State  Bank  of  Illinois,  based  upon  the  credit  of  the  State,  was 
corporated.     This  bank  came  into  eadstence  after  the  most  memorable 
islntive  fight  in  the  early  history  of  the  State.     The  bill  incorpo- 
rating it  was  a  faulty  one  in  many  respects,  and  it  undertook  to  make 
^the  notes  of  the  bank  legal  tender.     At  that  time  all  measures  of  the 
^B^neml  Assembly  went  to  a  coiuicil  of  revision,  and  when  the  bank. 
^^WU  was  sent  to  it,  three  members  of  the  commission,  Governor  Bond 
and  Judges  Phillips  and  Reynolds,  disapproved  it.     Judges   Wilson 
and  Brown  approved  the  bill  and  the  Legislature  sustained  the  minor- 
ity, passing  the  bill  over  the  veto  of  the  Governor  and  the  other  judges. 
An  incident  of  the  flght  over  the  passage  of  the  bank  bill  was  the 
ignation  of  John  McLean  as  Speaker  of  the  House  of  Representa- 
es.    Under  the  rules,  the  Speaker  could  address  the  House  only  when 
was  in  committee  of  the  whole.     McLean,  who  was  bitterly  opposed 
the  bank  bill,  was  prepared  to  make  a  speech  against  the  meaaore, 
"but  the  leaders  of  the  majority  in  tlie  House,  fearing  the  effect  of  his 
brilliant  oratory  on  the  bill,  engineered  matters  so  that  the  House  voted 
against  going  into  committee  of  the  whole  on  the  bank  bill.     When 
McLean  found  that  he  was  to  be  cut  off  from  p>articipating  in  the  debate, 
he  decided  to  sacrifice  his  position.     Promptly  resigning  the  Speaker- 
ship he  took  his  place  on  the  floor,  and  in  a  speech  that  is  described  as 
one  of  the  most  brilliant  in  the  history  of  the  State,  he  described  all  of 
the  evil  effects  that  were  sore  to  come  of  the  ill-advised  legishition.    His 
speech  did  not,  however,  have  the  effect  that  had  been  feared  by  the 
advocates  of  the  bank  bill.     The  measure  went  through  despite  the 
warnings  of  the  gifted  and  talented  Speaker,  and  the  State  brought 
upon  itfielf  all  the  evils  that  had  been  predicted  by  McLean. 

Under  the  act  the  State  Bank  was  to  have  a  capital  of  half  a  million 
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dollars  and  was  to  issne  in  the  beginning  $300,000  in  notes  in  i 
nations  of  $1,  IS,  fS,  9&,  |10  and  $20,  bearing  two  per  ee&u  uaual 
interest  and  payable  in  ten  years.  It  was  to  be  managed  by  diretttti 
under  control  of  ttie  (ieneral  Assembly.  The  main  bank  wa»  to  b«  I 
tabUshed  at  Vandalia,  the  State  capital,  and  branches  were  to  be  k 
at  Edwardsville,  Brownsville,  Shawneetown  and  Palmyra.  The 
was  authorized  to  loan  money  in  leas  sums  than  ilOO  on  penODai  i 
ity,  and  larger  sums  were  to  be  secured  by  real  estate.  TtMse 
were  renewable  on  payment  of  ten  per  cent,  of  the  principaL 
long  all  the  bank's  capital  was  thus  loaned. 

Political  Bank  Laujtchkd  Withoct  Caittax.. 

Without  any  otlier  capital  than  an  appropriation  to  pay  for  printinr  I 
its  nut«s,  the  new  bank  started  upon  its  career  in  the  summer  of  IStl. 
The  legislature  elected  its  officers,  who  were,  of  course, 
aniious  to  curry  public  favor.  The  loaning  of  funds  upon  da 
security  was  a  convenient  method  of  securing  votes,  and  sinre' 
officers  had  no  personal  interest  in  the  bank's  secnrities,  tliey  {miil  liltl* 
heed  to  the  character  of  the  paper  they  t<x>k  in  excluinge  for  the  Imnk'i 
currency.  Indeed  the  time  came  when  they  were  more  interweted  In 
wrecking  the  bank's  credit  than  they  were  In  preserving  it,  for  Uwj 
became  heavy  borrowers  themselves,  and  the  depreviatiou  of  XXnt  bank'* 
notes  made  the  discbarge  of  these  debta  eaiiier. 

Owing  to  the  rapid  decrease  in  tlie  value  of  the  bank'**  paper,  tb«8UU« 
treasury  was  soon  depleted,  for  while  the  not«s  were  accepted  at  {W 
for  taxes,  the  State  could  not  pay  its  debts  upon  the  Muiie  tcrni*  «U1> 
the  same  money.  Even  the  State  officen  refused  to  acoept  the  papT 
at  its  face  value  for  their  salaries.  The  bank  auon  liad  IfiUO.OOO  in  rir- 
culation,  and  at  no  time  was  it  at  par.  It  began  to  depreciate  as  km* 
as  it  was  thrown  into  the  business  world;  and  finally  it  dropped  tu  thiftf 
cents  on  the  dollar.  In  1825  the  State  waa  imolng  Auditor*  wurrut* J 
payable  in  the  bank's  currency  at  the  rat«  of  three  dollars  fur  ooa  Od 
these  warrants  the  State  lost  $76,000,  and  Moses,  in  hU  history  of  IK- 
noifl,  estimates  that  the  total  loss  to  the  State  as  the  result  uf  tlie  opR» 
tions  of  the  bank  was  no  less  than  $300,000.  This  estiuutt^  doM  Ml 
include  the  private  losses  and  damage  to  the  new  country,  rtor  th*  io- 
calculable  injury  to  the  credit  of  the  commonwealth.  A  loaaoftb* 
State  was  negotiated  in  these  notes  at  par,  and  tho  not««  were  Mibv 
quently  paid  out  at  fifty  cents  on  the  dollar.  Whrn  the  8tatr  trnM* 
redeemed  the  notes  at  par,  this  woa  of  coume  an  additional  aoono  d 
loss. 

In  1824,  upon  the  request  of  Governor  C-ol^n,  an  InvtmtifiHtintt  of  tl« 
aflalrsof  the  bank  wajs  made.     Thisitn<  ^ 

the  main  bank's  erpjenses  hud  exftM-ii.  ■  .  -- 

affairs  of  the  Sliawneetown  bnuicli  wt-n*  also  in  bad  Bhapr.     Ac-rii^c 
to  the  accounts,  the  Cashier  iip]HiurL'd  to  be  ill  defaoli  |A,80Qi,  aotl  l^ 
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bank  had  loaned  13,750  without  secnrity.  The  Edwaidsville  and  Pal- 
myra branches  had  been  well  conducted  and  showetl  some  profit,  but 
Ci  Brownsville  bnuich  had  umde  btid  loans  and  had  lost  money. 
The  Legislature  now  passed  laws  designed  tn  reduce  the  powers  of 
I  bank  to  the  collection  of  its  debts,  with  a  view  to  re-establishing  its 
credit  and  getting  it  u{>on  its  feet  once  more.  These  enactments  were 
ineffectual,  however,  and  the  Governor,  before  retiring  from  office, 

« vised  that  the  business  of  the  institution  be  brought  to  a  close. 
'The  Illinois  banks  had  now  come  into  prominence  at  Washington. 
Dator  Ninian  Edwards  had  been  appointed  a  Minister  to  Mexico  and 
,  vas  preparing  to  start  to  his  mission  when  his  attention  was  drawn  to 
^btat«meut  by  William  H.  Crawford,  Secretary  of  the  Treasury,  dis- 
^B^ting  testimony  he  had  given  before  a  Congressional  committee. 
Abandoning  his  trip,  Edwards  sent  a  communication  to  the  House, 
making  charges  against  Crawford's  administration  and  accusing  him  of 
being  responsible  for  the  loss  of  United  States  funds  which  had  been 
deposited  in  the  EdwardsviUe  bank.     Edwards  churned  that  he  had 
notified  the  department  of  the  insolvent  condition  of  the  bank  before 
the  money  was  deposited  there,  a  statement  that  was  vigorously  denied 
the  Secretary. 

A  Congressional  committee  was  appointed  to  Investigate  the  matter 
Edwards  was  invited  to  return  to  Washington  and  make  good  his 
He  failed  to  return  in  time  and  the  committee  held  its  inves- 
tiou  without  him.  It  found  that  many  of  the  matters  of  fact  stated 
by  Edwards  were  correct,  but  it  did  not  find  that  the  accusations  of 
dishonesty  or  corruption  were  warranted.  Its  report  said  that  "nothing 
had  been  proved  to  impeach  the  integrity  of  the  Secretary  or  to  bring 
into  doubt  the  general  correctness  and  ability  of  his  administration  of 
the  public  finances.*' 

Baxk  Becomes  a»  Issck  is  State  Politics. 

£dwartl8  now  resigned  his  position  its  Minister  to  Mexico  with  the 
expectation  of  returning"  to  the  seat  he  had  resigned  at  Washington. 
The  Legislature,  however,  declined  to  re-elect  him  to  fill  out  his  unex- 
pired term,  and  he  thereupon  became  a  candidate  for  Governor.  The 
shington  controversy  had  arrayed  the  banks  against  the  Senator  and 
Bir  influence  in  the  I-«gislature  had  been  used  against  him.  Acoord- 
ly,  be  made  the  banks  the  issue  in  his  campaign,  viciously  attacking 
management,  and  accusing  the  officers  of  the  State  Bank  of  cor- 
}t  and  dangerous  business  metho<1s.  Thomas  C.  Sloo,  Jr.,  was  the 
anent  of  Senator  Edwards.  He  was  not  able  to  meet  the  vigorous 
campaign  of  the  Senator  and  Edwards  was  elected  by  a  plurality  of 
some  five  hundred  votes.  The  Legislature,  however,  remained  hostile 
to  Edwards. 

Following  the  policy  he  hnd  mapped  out  when  he  entered  the  fight. 
}vemor  Edwards'  fii-st  official  act  was  the  transmission  to  the  Legiflla- 
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tore  of  an  inAagaral  addrefls,  bitterly  attacking  the  banking 
The  friends  of  the  State  Bank  answered  the  accusations  mode  by 
Qoveruor  with  the  general  propuaition  that  the  executive  was  writing 
for  political  effect.  A  heated  discussion  arose,  during  which  the  Got- 
emor  made  some  charges  which  he  afterwards  retract4*d,  althongb  be 
never  changed  his  attitude  towards  the  bank  and  still  insisted  that  it 
was  a  corrupt  institution.  Finally,  the  hostile  Legislature  iippuuitod  a 
committee  to  investigate  the  charges  made  by  the  execntivi*  a^Tuiist  th« 
management  of  the  Edwardsville  Bank.      The  testii  wed  that 

the  bank  had  been  carelessly  conducted,  but  tlie  c  •   reporteil 

that  "  nothing  was  proved  against  the  officers  of  the  bank,  which  woaU 
justify  the  beUef  that  they  had  acted  corruptly  or  in  bad  faith  in  the 
management  as  officers  of  said  bank. " 

The  sessions  of  the  Legislature  were  now  devoted  largely  to 
legislation.  Several  laws  to  facilitate  the  collection  of  th«  State 
debts  were  enacted,  but  the  politicians  istudiously  avoided  the 
of  winding  up  the  aflaifs  of  the  institution  and  redeeming  its 
To  do  the  latter  would  involve  the  making  ol  a  loan  to  cover  tbr 
amount  of  the  bank's  currency  and  the  legislators  were  airakl  to 
the  que.stion.  Every  proposition  thtts  to  save  the  reputation  and  CNdit 
of  the  State  was  met  with  disapproval  because  of  the  pruepectin 
increase  in  taxation.  It  was  with  difficulty  that  the  Legislature  watsl 
last  prevailed  upon  to  borrow  $100,000  for  the  redemption  ol  Stole 
paper.  The  loan  was  negotiated  with  Samuel  Wiggins,  of  Cin^iliuiali, 
and  it  aroused  just  such  opposition  as  had  been  prodioted.  Bmjf 
public  man  who  had  anything  to  do  with  the  matter  was  ex< 
for  a  tune  those  who  had  "assisted  in  selling  the  State  to 
could  hope  for  nothing  in  the  way  of  {Kjlitical  prefeniiont. 
Ford  says  of  this  transaction :  ' '  The  credit  of  the  StAte  was  savt 
the  Legislature  was  damned  for  all  time  to  come. " 

Anothsr  State  Bksk  of  lUiiaois  Chastbrko. 

The  public  feeling  brought  about  by  the  disastroiu  expertooaa^ 
the  State  Bank  caused  the  Legislature  to  go  to  the  extreme  of  i 
banking  powers  to  any  business  corporation,  and  it  was  not  antil 
dent  Jackson  began  to  make  National  depositories  of  State  banks  I 
there  was  a  change  in  sentiment.  In  December,  1B34,  Acting  (ionfO* 
William  L.  D.  Ewing  recommended,  "the  et*tahli<thii]rot  of  a  Stalf 
bauk,  founded  not  ufrnn  the  baseless,  impalpable  fabric'  of  i»  viekm— M 
uiK>n  a  gold  and  silver  reality."  tiovernor  Dunwin,  in  bU 
address,  also  recoumiended  that  a  bank  he  e»tal)li.<dic(l  lutd 
the  Legislature  to  exercise  cariA  in  framing  its  charter. 

Abraham  Lincoln  was  a  member  of  the  (ieueral  AjwwnMy  ■m^kk 
paMied  the  new  bank  bill,  in  acc<irdance  with  the  reocmntendatiuD  d 
the  Qovemor.     This  was  his  flrst  legislative  expori'  '  \m  todt 

considerable  interest  in  the  proposed  meanure.     TIj  viladlK 
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the  incorporation  of  the  State  Bank  of  Dluiois  and  it  ifras  approved 
Febmary  12, 1835.  Profiting  by  past  experience,  a  provision  was  made 
in  the  charter  by  which  the  State  obligated  itself  not  to  enact  legislation 
that  would  obstruct  the  collection  of  the  bank's  debts.  The  capital 
stock  of  the  new  institution  was  fixed  at  |1, 600, 000,  which  might  be 
increased  by  individual  subscriptions  by  f  1,000,000  more. 

The  business  of  the  new  bank  was  to  be  entered  upon  as  soon  as 
#250,000  in  specie  was  subscribed.  The  State  was  to  subscribe  |100,000. 
The  charter  contained  provisions  which  were  designed  to  prevent  heavy 
stock-holding  and  to  limit  the  holders  of  stock  to  residents  of  the  State. 
Both  of  these  provisions  failed,  however,  because  of  the  activity  of  the 
agents  of  those  who  desired  to  obtain  stock  in  the  bank.  These  agents 
soon  found  means  of  avoiding  the  law  and  the  provisions  became  inop- 
erative against  them.  At  the  same  time  the  State  Bank  was  incorpora- 
ted, the  law  extending  the  charter  of  the  Shawneetown  bank,  already 
referred  to,  was  passed. 

At  the  time  the  new  bank  entered  the  business  world  there  was  a 
fierce  commercial  war  on  between  St.  Louis  and  Alton.  Both  towns 
were  important  river  points,  and  both  were  struggling  for  control  of  the 
Mississippi  River  trade.  The  lead  mines  at  Galena  were  doing  a  profit- 
able business  at  this  time,  and  the  merchants  of  Alton  and  St.  Louis 
contended  for  the  Galena  trade  with  ardor.  In  order  to  get  business 
they  made  heavy  investments  in  Galena  property,  and  held  out  all  sorts 
of  inducements  to  Galena  people.  With  patriotic  fervor  the  State  Bank 
entered  into  the  commercial  fight  as  a  champion  of  the  Illinois  city  and 
advanced  money  with  a  lavish  hand  to  the  Alton  merchants.  As  a  re- 
salt  the  bank  was  almost  bankrupted  within  two  years  of  the  time  it 
opened  its  doors.  Governor  Ford  estimated  that  the  bank  lost  nearly 
$1,000,000  by  its  Alton  operations.  Nor  was  Alton  benefited  by  the  aid 
it  received  from  the  State  Bank.  The  investments  its  merchants  made 
in  Galena  did  not  save  the  upper  Mississippi  trade  to  them,  and  the 
losses  that  followed  their  unwise  speculations  were  heavy.  The  natural 
advantages  possessed  by  St.  Louis  were  not  to  be  overcome,  and  that 
city  continued  to  grow  in  wealth  and  power. 

As  Era  of  Extensive  Intbketal  Imfrovembmts. 

In  1836  the  Legislature  authorized  the  bank  to  sell  at  public  auction 
the  additional  $1,000,000  stock  allowed  by  its  charter,  and  establish 
three  additional  branches,  conditioned  open  its  contracting  with  the 
Governor  to  redeem  the  Wiggins  loan.  The  bank  accepted  the  condi- 
tions in  June  of  the  same  year,  at  the  time  when  the  State  was  embark- 
ing in  a  gigantic  scheme  of  internal  improvements.  This  scheme  was 
bom  of  a  new  speculative  craze  which  was  sweeping  over  the  western 
country  and  contemplated  the  building  of  railroads  and  canals  through 
the  unimproved  portions  of  the  State.  Engineering  feats  that  would 
cause  even  the  fearless  promoters  of  the  present  day  to  hesitate,  were 
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to  be  accomplkhed;  gigaatio  cities  were  to  be  bnilt  and  thrown  into 
communication  with  each  other  hj  a  mo«t  complete  system  of  trans- 
portation facilities,  and  the  whole  was  to  be  paid  for  with  bonds  that 
were  valuable  only  to  the  extent  of  the  faith  in  the  ultimate  snooesB  of 
the  enterprises.  It  did  not  occur  to  the  Illinois  projectors  of  the  inter- 
nal improvements  plans  that  their  future  might  not  appear  as  rosy  to 
the  men  who  were  expected  to  famish  money  for  the  enterprise  asit  did 
to  them ;  the  speculative  mania  had  possession  of  them  and  they  eoold 
see  nothing  but  the  rainbow  of  their  dreams. 

GBITBBAI.  BASKTSQt   INFLATION. 

The  Legislature  became  infatuated  with  the  glowing  piotme,  and  at 
its  next  session  authorized  a  loan  of  $8,000,000  to  carry  on  the  proposed 
work.  The  banks  were  made  a  part  of  the  scheme.  In  Febmar>  thB 
State  Bank  of  Ulinois  was  authorized  to  borrow  (250, 000  and  loan  it  tqwB 
real  estate  security,  and  a  few  days  later  the  Gk>vemor  was  anthraned 
to  subscribe  for  the  f  100,000  of  stock  the  State  was  permitted  to  hold 
in  the  State  Bank,  and  this  enactment  was  followed  by  another,  increae- 
ing  the  bank's  stock  $2,000,000.  This  amount  was  to  be  sabseribed 
wholly  by  the  State.  Then  the  capital  stock  of  the  Shawneetown  bank 
was  increased  $1,400,000,  and  the  State  was  authorized  to  snbscribe  for 
$1,000,000  of  this  amount. 

In  anticipation  of  the  growing  business  that  was  to  oome  with  the 
rapid  growth  of  the  State  under  the  internal  improvements  scheme,  the 
Shawneetown  bank  was  authorized  to  establish  branch  banks  at  Alt<», 
Jacksonville  and  Lawrenceville.  Provision  was  made  for  the  issoii^ 
of  certiOcates  of  Illinois  Bank  and  improvement  stock  to  secure  a  loan 
of  not  exceeding  $3,000,000,  which  the  fund  commissioners  provided  for 
by  the  law  were  to  negotiate.  The  commissioners  were  permitted  to  de- 
posit in  the  State  banks  all  the  funds  received  for  internal  impron- 
ments  and  the  banks  were  made  the  agents  of  the  State  in  respect  to 
these  funds. 

The  magnificent  and  plausible  plan  for  enriching  the  State  faSed, 
and  there  followed  what  haa  been  designated  as  the  period  of  "hard 
times  in  Illinois. "  Attempts  to  negotiate  the  improvement  scheme  paper 
in  the  East  came  to  naught,  and  the  banks  undertook  to  aid  the  plan, 
taking  $2,665,000  of  the  bonds  at  par.  The  Shawneetown  bank  dis- 
posed of  its  share  of  $900,000,  and  the  remainder  was  used  by  the  State 
Bank  as  capital,  until  the  depression  of  1887  compelled  the  banks  to 
suspend.  In  order  that  the  suspension  of  the  banks  might  be  legalised, 
the  Legislature  was  colled  together  and  an  enabling  act  was  passed 
which  was  designed  to  save  their  charters.  The  legalization  of  the  sus- 
pension of  the  banks  was  in  the  face  of  the  Democratic  leaders  who  had 
made  an  issue  of  the  banks  and  had  taken  strong  grounds  in  &vor  of 
depriving  them  of  their  charters. 

Governor  Carlin  attacked  the  banks  in  his  first  message  to  the  Leg- 
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e,  aod  in  1839,  whea  they  again  enspended  specie  payments,  he 
idrised  the  Assembly  not  to  legalize  the  suspension.  Upon  his  recom- 
endation,  un  investigatiou  of  the  affairs  of  the  State  Bank  was  mode, 
d  it  resulted  in  the  discovery  of  some  irregiiJiiritiea.  The  banks, 
however,  ha<l  iuflueutial  friends  in  the  Assembly,  and  despite  the  rec- 
ommendation of  the  Governor,  their  suspension  was  again  legalized 
under  restrictions  similar  to  those  made  in  1837.  The  Chicago  branch 
of  the  bank  was  ordered  to  be  removed  and  it  was  afterwards  trans- 
ferred to  Rockford.  The  same  Legislature  repealed  the  disastrous  in- 
ternal iraprovementa  act. 

In  1B41  the  Legislature  was  confronted  by  a  bankrupt  treasury,  and 
a  proposition  to  increase  tlie  banking  capital  of  the  State  was  made. 
The  Governor  protested  against  this  and  the  Legislature  being  Demo- 
cratic, it  failed,  and  increased  taxes  were  voted  to  carry  on  the  State 
government.  The  fight  to  require  the  State  banks  to  resume  specie 
payments  or  forfeit  their  charters  was  now  reopened,  and  it  came  near 
being  successful.  Indeed,  the  banks  did  forfeit  their  charters  because 
of  the  failure  of  the  Assembly  to  extend  the  time  for  resumption,  but 
before  tlie  Assembly  closed  its  session,  there  was  a  reaction  of  senti- 
ent and  the  forfeiture  was  set  aside. 


Failurb  of  the  Statb  BAm. 


^H     The  fight  against  the  State  Bank  had  been  carried  to  Wastiiugton, 

^^and  tJie  stories  told  concerning  its  stability  had  resulted  in  the  national 

authorities  refusing  to  make  it  a  Government  depository.     Its  officers 

I       became  anxious  to  redeem  its  reputation,  and  they  proceeded  to  tax  its 

K sources  in  order  to  be  able  to  meet  promptly  the  outstanding  Audit- 
's warrants.  Certain  of  the  bank^s  directors  now  secured  loans  to 
did  the  Northern  Cross  Railroad,  a  relic  of  the  internal  improvements 
scheme,  and  for  the  construction  of  which  they  were  to  be  paid  in  canal 
bonds,  which  then  had  no  market  value.  Other  loans  of  the  same  sort 
were  made,  and  as  the  result  of  this  character  of  financiering,  the  bank 
went  under  in  1842. 

The  failure  of  the  State  Bank  was  followed  clasely  by  the  collapse 
the  Shawneetown  institution,  and  the  State  was  left  practically  with- 
it  money.  The  depreciate<l  notes  of  the  banks  had  already  driven  all 
e  good  money  out  of  the  State,  and  when  the  banks  went  to  pieces 
e  people  were  without  a  circulating  medium  of  any  sort,  good  or  bad. 
t  this  time  Illinois  bonds  sold  on  the  market  for  only  fourteen  cents 
the  dollar.  Many  men  with  property  and  excellent  credit  could  not 
ij  their  taxes  because  of  the  scarcity  of  money. 

Governor  Carlin  continued  his  hostiUty  toward  the  banks  until  he 

tired  from  otBce,  and  one  of  hLs  la.st  official  acts  wa«  to  send  a  message 

the  A'^sembly  recommending  that  their  charters  be  repealed.     Gov- 

ior  Ford,  who  succeeded  him  in  office,  took  a  different  view  of  the 

oation.    He  was  anxious  to  save  something  of  the  93,100,000  the 
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State  bad  tied  np  in  the  bankiog  iastitutions,  and  he  recommeodsd 
a  compromise  be  made.  Accordingly,  Janaary  24,  1843,  an  act  «w 
passed  by  the  Assembly,  placiog  the  State  Bank  in  liquidutiun.  aod  giT- 
ing  it  four  yeiirs  in  which  to  wind  up  its  affairs.  During  the  foUo«Hn| 
month  a  bill  was  pas-sed  to  put  the  Bank  of  lUioois,  at  Shawue«to«ii, 
into  liquidation.  These  bills  provided  for  the  cancelliitg  of  t2,O50,0C0 
of  the  State's  bonds  upon  the  surrender  of  this  amount  of  bank  «toek 
held  by  the  State,  a  manifest  injustice  to  the  other  holders  of  stocL 
The  same  Legislature  repealed  the  charter  of  the  Bank  of  (;;airo, 
had  been  revived  and  used  as  the  ba^sis  of  a  banking  institutii 
Kaskaskia,  that  had  suspended  in  1839. 

William  Ridgely,  of  Springfield,  is  the  surviving  trustee  of  the  oM 
State  Bank,  and  whatever  btisiness  growing  out  of  the  affairs  irf  that 
institution  remains  to  be  transacted  is  in  his  hands.  It  aeews  iu(!milit)Jr 
that  there  should  be  any  such  business  at  this  late  day,  when  the  uld 
bank  is  almost  forgotten,  but  occat^ionally  an  abstract  maker  fluds  i 
break  in  a  cliain  of  title  caused  by  some  transaction  in  which  the  bank 
was  concerned.  Then  the  surviving  trustee  is  called  upon  tostzaj^UD 
matters  out.  Only  a  few  years  ago  he  made  a  conveyance  of  a  clium  (o 
land  in  Logan  county,  and  the  title  to  tlie  land  on  wliicb  the  giMt 
Chicago  Auditorium  stands  was  not  clear  untU  he  had  made  it  m>  by  i 
conveyance  of  the  same  character.  Mr.  Ridgely  is  the  son  of  Xieb^tu 
Ridgely,  one  of  tlie  pioneer  bankers  of  the  State,  and  the  Cashier  of  thf 
State  Bank  at  the  time  it  went  to  pieces. 


Names  DisTnsaoiSHKD 


tS  THB   Baxkivq 
OF  THK    StATB. 


Ksn  Political 


A  number  of  noted  men  were  connected  In  one  way  tun!  i 
with  the  old  State  Bank.  Judge  Stephen  T.  Logan  was  it.s  Sprini 
attorney,  and  his  law  partner,  Abraham  Lincoln,  did  much  of  lb* 
bank's  work.  In  those  days  the  future  President  of  the  Uuitcd  8latci 
felt  honored  by  -ho  distinguished  a  client  as  a  State  instituttoo.  untteadr 
and  uncertain  of  life  tbough  it  was.  The  fees  paid  by  a  iMutkJug  \arir 
tution  to  its  attorneys  at  that  time  would  appear  ridlculuu^y  tmukO  i> 
this  day,  but  they  were  princely  in  the  mind  of  the  early  llliuois  iMMjm. 

Judge  David  Davis,  of  Blix>uiington,  afterwards  Tnited  StatcaStn*^ 
tor  from  Illinois,  was  the  bank's  attorney  and  ha<l  much  to  do  witli  10 
aifiilrs.  Its  Chicago  representatives  were  Jonatliaa  Young  ScunaoB 
luxl  William  H.  Brown,  prominent  bankers  of  that  city.  ConlMnponrT 
with  them  were  E.  I.  Tinkanj.  Lsaac  II.  Buroli.  K.  K.  - 
Johnsnii,  and  Seth  Payne,  who  was  known  as  "The  (  i 
Ix^causi'  of  his  activity  in  cLurch  work.  (K-orge  Kmith  wa»  ooc  oi  iii» 
tuiwt  active  ami  Jiggressive  of  the  early  Cbiragxi  banker*.  Ha  •«•  • 
native  of  Scotland  and  after  he  bad  accamulaled  a  fortimo  Lo  Chiaif>' 
liP  r«'tnrnf<l  to  Ixmdon.  where  lie  died  in  the  latter  po        -  •     ;; 

i>iiiiti>t  Wann  was  tJie  tlrsl  President  of  the  UaWuu  :  tb'^U 
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State  Bank  and  William  C  Bostwiok  was  its  drat  Cashier.  Mr.  Wann 
was  succeeded  by  Frederick  Stohl  in  1840,  and  Mr.  Boetwick  was  suc- 
ceeded by  E.  W.  Turner  The  Galena  branch  continued  to  do  business 
until  1842,  when  Henry  and  Nathan  Corwith  and  Charles  H.  Rogers 
began  to  absorb  the  banking  business  of  the  place. 

State  Prohibitkd  from  Engaging  vx  BAifKijrQ. 

Wben  Augustus  C.  French  became  Governor  of  the  State  (1846)  he 

declared  a^raioot  "incorporate  banking."      So  great  bad  become  the 

popular  prejudice  against  banking  concerns  that  an  attempt  was  made 

to  prohibit  them  in  the  constitution  which  was  drafted  in  1847.     The 

I       proposition  was  defeated  by  only  one  vote  and  in  its  stead  was  inserted 

^jl  clause  which  prohibited  the  State  from  engaging  in  ilie  banking  ousi- 

^^Bess;  wliich  made  shareholders  in  banldng  corporations  individually 

^Hbible  for  the  amount  of  their  stock  and  which  provided  that  all  bank- 

^Hng  acts  must  be  submitted  to  a  vote  of  the  people  of  the  State.     These 

provisions  liave  been  preserved  in  the  present  State  constitution. 

The  first  Imnking  law  under  the  new  constitution  was  modeUed  after 
that  of  New  York.  Governor  French  vetoed  the  measure,  but  it  was 
passed  over  his  veto  and  was  submitted  to  the  people  in  November, 
1851,  the  Legislature  having  legislated  aU  of  the  county  treasurers  out 
of  office  in  order  to  have  a  general  election  at  which  the  banking  law 
ooold  be  submitted.  IIlinoiB  was  now  entering  upon  a  new  period  of 
prosperity ;  times  were  goo<l  and  the  outlook  for  the  future  was  most 
promising.  The  people  approved  the  new  banking  law  and  within  less 
than  a  year  seventeen  banks  had  been  organized. 

Under  the  new  banking  law  provision  was  made  for  the  deposit  of 
United  States  or  State  bonds  with  the  Auditor  to  secure  the  circulation 
of  the  banks.  Three  Bank  Commissioners  were  appointed  and  these 
were  given  power  to  examine  into  the  management  of  the  banks  and  to 
call  for  additional  securities  whenever  they  were  deemed  necessary, 
uarterly  statements  concerning  the  condition  of  the  banks,  made  under 
th,  were  required  by  the  statute  In  order  that  the  commissioners 

t  be  able  to  follow  the  affairs  of  the  institutions. 
Moaes,  in  his  history,  says  that  "  as  a  system  of  legitimate  banking  the 
w  law  was  without  proper  checks  and  requirements  relntingto  location, 
pit4ii  and  redemption,  but  as  a  .system  for  furni.sluiig  a  safe  circulating 
e<Uum,  it  was  well  guarded,  tmd  proved  a  success  up  to  the  time  of  the 
belliun  in  1861.     Although  frequently  called  upon  to  put  up  margins  to 
e  good  their  depreciated  stocks  deposited  as  security  for  their  circula- 
on,  they  so  unlfoniily  responde<l  that  out  of  the  110  banks  in  operation 
at  the  elase  of  1860,  but  fourteen  had  gone  out  of  existence  either  by  vol- 
tary  withdrawal  or  forfeiture  under  the  law.     And  of  these  the  secur- 
es had  Ix^n  found  ample  to  redeem  their  notes,  dollar  for  dollar  in 
je,  with  one  exception,  where  there  was  a  loss  of  only  three  percent." 
Daring  the  period  of  pronperity  which  came  to  the  State  about  the 
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time  the  new  banking  law  went  into  effect,  many  men  who  afterwaidi 
became  prominent  in  the  bosinees  world  ' '  got  their  start. "  Among  the 
prominent  private  bankers  of  the  early  fifties  was  Jasper  Peddecord, 
the  head  of  the  firm  of  Peddecord,  Barrows  ft  Ck>.,  of  Deoator.  Tbit 
firm  of  M.  P.  Ayers  &  Co.,  of  Jacksonville,  was  organized  at  aboot  the 
same  time  the  Decatnr  firm  went  into  baajness.  Lorenzo  and  C.  H. 
Boll  were  the  pioneers  of  the  banking  business  in  Qoiney.  Tincher 
&  English  were  the  first  bankers  of  Danville,  and  their  business  sor- 
vives  in  the  First  National  Bank  of  that  city.  8.  Pulsifer  was  the  flnt 
of  the  Peoria,  bankers. 

Governor  Matteson  was  one  of  the  most  extensive  of  the  early  bank- 
ers. He  established  the  Central  Bank,  of  Peoria,  and  owned  the  Mer- 
chants and  Drovers'  Bank,  of  Joliet,  of  which  R.  E.  Ckiodall  was  Cash- 
ier. He  also  established  the  Bank  of  Bloomington,  which  is  now  the 
First  National  Bank  of  that  city.  The  Bank  of  Qaincy  was  anotlmof 
Governor  Matteson's  enterprises.  It  was  in  charge  of  his  son-in-law, 
John  McGinnis,  Jr. 

Eames  &  Allen  established  the  first  bank  at  Ottawa,  a  sound  imd- 
tation,  which  is  still  doing  business  as  the  National  City  Bank.  Hmiy 
Eames,  the  senior  member  of  the  firm,  became  a  Chicago  banker  after 
he  had  made  a  success  of  the  Ottawa  institution,  being  ocmneeted  with 
the  Commercial  National  Bank  of  that  city. 

Gteneral  Ashael  Gridley  was  one  of  the  most  striking  men  oonneetod 
with  the  early  banks  of  Illinois.  He  was  a  man  of  great  force  of  chw- 
acter,  aggressive,  determined  and  untiring.  He  had  much  influenoe 
with  the  statesmen  of  his  day,  and  his  suggestions  had  great  weight 
with  them. 

Cieneral  W.  F.  Thornton  was  the  founder  of  the  Shelbyville  Bank, 
wliich  for  years  was  considered  one  of  the  soundest  banking  institutions 
in  the  western  country.  So  long  as  the  general  lived  the  bank  did  an 
excellent  business.  When  he  died  his  son,  Thomas  Thornton,  succeeded 
to  the  business.  He  was  not  successful  and  the  bank  went  to  pieces  a 
few  years  ago.  Another  private  bank,  which  has  since  dropped  out  of 
existence,  was  the  firm  of  Chestnut,  Chestnut  &  DuBois,  at  Carlinvilla 

Although  the  proposed  Bank  of  Cairo,  which  was  one  of  the  first  of 
the  banking  institutions  authorized  by  law  in  Illinois,  came  to  naagfat, 
Cairo  had  its  bank  in  good  season.  It  was  established  by  William 
P.  Halliday  and  it  proved  successful.  The  Belleville  Savings  Bank, 
with  Henry  Abend  at  its  head,  was  another  of  the  early  banks  of  Soatb- 
eru  Illinois. 

Shall  Notes  of  Banks  op  Otrkr  Statbs  Prohebitrd. 

In  January,  1853,  Governor  French  called  the  attention  of  the  Le(^ 
islature  to  the  confusion  growing  out  of  the  circulation  of  the  notes  of 
foreign  banks  in  Illinois,  and  a  law  was  passed  prohibiting  the  dmila- 
tion  of  foreign  notes  of  a  less  denomination  than  $5.    No  attentkn  was 
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d  to  the  enactment,  however,  the  foreign  notes  continued  to  clreu- 
,te  and  the  law  became  a  dead  letter.     In  1854  the  Auditor  reported 
that  thirty-three  banks  were  in  operation.     Two  had  gone  into  liquida- 
tion while  Mtill  solvent,  and  one  had  been  placed  in  the  hands  of  a  Re- 
iver for  failure  to  redeem  its  notw.     The  neit  report  of  the  Auditor, 
o  years  later,  showed  that  fifty  banks  were  operating  under  the  law, 
iven  having  gone  out  of  business. 

The  criids  of  1857  hiid  its  effect  upon  the  banks  of  Illinois;  a  decline 
in  securities  following  upon  the  failure  of  the  Ohio  Life  and  Trust  Com- 
j  was  met  by  the  filing  of  additional  securities  by  all  but  two  of 
le  banks.     The  securitiee  continued  to  fall  and  a  second  call  was  made. 
This  lifue  three  of  the  banks  failed  to  respond,  but  the  others  were 
y^ble  to  offer  the  necessary  secority.     This  condition  of  affairs  discour- 
^HlKed  the  formation  of  new  banks,  and  the  Auditor's  report  in  1858 
^showed  only  flfty-alx  Imuks.     Of  these  nine  had  determined  to  go  out 
of  business.     The  Le^slature  made  an  attempt  about  this  time  to  cor- 
rect the  evils  growing  out  of  the  circulation  of  "  wildcat"  money,  with 
^^vhich  the  country  was  flooded.     A  law  was  passed  which  proliibited 
^^■le  location  of  banks  in  inaccessible  places,  and  requiring  that  notes  be 
^^bited  at  the  location  of  the  bank,  but  the  law  could  not  be  enforced, 
'      and  the  abuses  continued.     In  1860  the  banks  organized  under  the 
general  law  numbered  110,  and  their  circulation  amounted  to  #1,320, - 
^iw.    Their  securities  were  valued  at  ijll, 336,423. 

Mk>ut 
Hpec«e 


Fusasciasj  Crisis  of  1861. 


Sixty  per  cent,  of  the  securities  of  the  Illinois  banks  consisted  of 
juthem  paper  when  tlie  crisis  of  1861  came.  With  the  threatened 
cession  of  the  Southern  States  this  paper  began  to  depreciate  and  the 
foundation  on  which  the  bankn  of  Illinois  stood  commenced  to  crumble. 
The  Ijegislature  took  early  cognizance  of  the  danger  and  one  of  the  first 
acta  of  1861  was  the  passage  of  a  law  requiring  that  all  future  securities 
^^Af  Illinois  banks  shonld  consist  of  United  States  or  Illinois  stocks.  An 
^^■Diuense  amount  of  worthless  notes  was  now  in  circulation  and  no  one 
^^■new,  from  day  to  day,  the  value  of  the  paper  he  carried.  Bank-note 
^Pk«porters,  which  were  designed  to  keep  the  people  informed  as  to  the 
worth  of  currency,  could  not  keep  pace  with  the  rapidly  shifting  values. 
Because  of  the  depreciation  of  their  Southern  securities  and  their 
a&bUity  to  meet  the  calls  of  the  Bank  Commissioners  for  better  securi- 
jles,  many  of  the  banks  went  out  of  business  and  when  the  Auditor's 
Bport  for  1862  was  made  it  showed  that  the  number  of  banks  had  been 
lueed  to  sixty-two.  Two  years  lat«r  only  twenty-three  banks  were 
operation  and  ninety-eight  were  in  suspension.  Then  came  the  in- 
iguration  of  the  National  banking  system  and  the  tax  on  the  issue  of 
banks  soon  extinguished  the  circulation  of  these  instltutionx.  In 
FlawM  were  passed  prohibiting  the  incorporation  of  banks  of  issue 
^  to  punish  the  Lssoing  of  private  notes. 
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The  bankJnjyr  inetitations  of  the  Stat*  played  a  prominent  part  Id  tb* 
war.  Without  exceptioia  they  were  loyal  to  the  national  G«\-«Ttitneot 
and  their  support  of  President  Lincoln  was  a  source  of  mucih  etxraax- 
agement  to  hiin  in  the  darkest  days  of  the  rebellion.  Wlj«-n  the  oUl  to 
amis  was  made  Jacob  Bnnn,  N.  H.  Rid>jely  &  Co..  and  the  Marine  ami 
Fire  Insurance  Bank,  of  Sprinjrfleld,  imuiedlat4>|y  offered  Qorernor 
Richard  Yates  9100,000,  to  be  used  in  getting  the  Tllinols  koldicrs  into 
the  Held.  The  Chicago  banks  followed  witli  an  offer  of  (IS(>U,(KM  and 
these  offers  were  followed  by  others  from  business  men  all  ovkt  tb* 
State.  The  banks  of  Chicago  which  joined  in  the  offer  to  tiie 
were  -.  The  Marine  Bank,  Merchants'  Loan  and  Trust  Co.,  Wi 
Marine  and  Fire  Insurance  Co.,  E.  \.  Tinkhain  &  Co.,  H.  A.  ToefcR^ 
Co.,  B.  F.  Car\'er  &  Co.,  Hoffman  &  Gelpecke  and  J.  Toong  Sombumo. 

Ea&ly  Ba^kinq  IK  Chicago. 

Gterdner  6.  Hubbard  wa«  the  flrst  man  who  did  auythii^ 
bling  a  banking  business  in  Chicago,  and  he  budsutncieut  Eastern  i 
to  draw  bills  of  exchange  which  were  sure  to  l)e  honored  on 
tion. 

When  the  second  State  Bank  of  Illinois  was  chartered  bj  tbs 
islature,  a  branch  of  the  same  was  established  in  Chicai^  and 
menced  business  there  about  the  middle  of  December,  I8S5,  and  a 
time  was  the  only  bank  in  that  city.  The  currency  in  curolatfon  ( 
sisted  of  bills  of  banks,  located  in  the  neighboring  8tate«,  together  with 
those  of  the  State  Bank.  In  1843,  the  State  Bank  failed.  ju»d  the  CW- 
oago  bank  closed  its  doors.  Much  difflculty  was  felt  at  tbi«  time  in  ob- 
taining money  of  any  description,  and  shinplasters  and  credit  ticJMtik 
issued  by  tradesmen,  suppUed  the  place  of  chao^. 

In  1836-37  the  Chicago  Marine  and  Fire  Insurance  ComiMnfl 
been  chartered  by  the  Legislature.  It  was  forbidden  by  its  flliartcr  I 
doing  a  banking  business,  but  was  authorized  to  receive  tnooeys  on  d» 
pcMtit.  This  led  to  the  issuing  of  certificates  of  deposit  iu  d«oaiBk» 
tiuni)  shiiilar  to  bank  bills,  which,  owing  to  tlie  credit  of  tb«  ooiapHlf, 
trvre  willingly  taken  and  passed  from  band  to  hand  as  nmomf. 

Gbobgk  Smith's  SuccEssFrL  Bajtk. 

Bneoontgeid  by  the  success  of  the  Chica^  Marine  and  PlM 
•uoe  Company,  George  Smith,  who  had  come  from  Scotland  to  CUinio 
In  1834,  took  A  transcript  of  the  charter  of  the  insurance  onutpMoy,  aai 
iibtttlned  from  the  Territorial  Legislature  of  Wisoocwln  aatmllaraM 
(iHH>r|K>rHting  the  Wisconsin  Marine  and  Fire  lasqrar)  -    '  ^nj.  Bt 

j\«liit<d  wUh  him  in  the  management  of  tliti>  aewci>i  i-suim 

MUolioU,  also  from  Scotland,  and  although  the  chart  it  protiibUed  bauk* 
liiK,  Hiey  commenced  the  busine.vs  of  issuing  »:<rtincat««  of  «lepOiA  is 
|i4\'  UwM  uf  ttank  hills.  The  banking  opemtious  of  tbo  eompMiy  vat 
v«mduvttKl  upou  the  soundest  principleti.    The  oertiflaatM  «ran  pdl 
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Sen  preeented,  and  had  a  higher  credit  than  the  notes  of  most  of  the 
;ular  banks.  Agencies  for  their  redemption  were  established  at  Ga- 
lensu  St.  Louis,  Cincinnati,  and  Detroit.  At  Chicago  they  were  re- 
le«med  at  the  banking  bouse  of  Strachan  &  Scott  until  1840,  when  that 
removed  to  New  York  city,  and  afterwards  by  George  Bmitli  & 
;ompany.  The  circulation  bjcreased  until  1851,  when  it  reached  $1,470,- 
000.  Every  dollar  was  paid  on  pre.sentation,  and  nearly  834,000  repre- 
snting  loss  by  fire,  shipwreck  and  wear,  was  never  presented.  In  1853 
;  was  reorganized  under  the  banking  law  of  Wisconsin  and  is  still  ui 
existence  as  the  Wisconsin  Marine  and  Fire  Insuranoe  Company  Bank. 
A  large  part  of  the  business  of  this  institution  was  done  in  Chicago, 
and  itfi  bills  formed  a  large  part  of  the  circulating  medium  of  tltat  city. 
Attempts  were  made  by  business  rivals  to  injure  the  credit  of  th«j  cer- 
tiHcates,  but  always  without  success,  as  the  reserved  resources  wer« 
such  as  enabled  every  demand  to  be  promptly  met. 

After  the  failure  of  the  State  Bank  there  were  no  incorporated  banks 
in  Chicago  until  the  passa^  of  the  General  Banking  Law  of  IlUnck 
This  left  a  field  for  foreign  institutions  to  circulate  their  bills.  Banks 
located  in  Washington,  D.  C,  and  in  Georgetown,  in  order  to  secure  the 
circulation  of  their  notes  in  Chicago,  established  offices  of  redemption 
there.  In  1852,  nine  new  banks  were  established  in  Chicago  under  tlio 
General  Banking  Law  of  the  State,  but  the  new  currency  could  not 
make  headway  in  the  face  of  the  free  circulation  of  the  bills  of  Georgit 
Smith's  insuranoe  company.  The  latter,  it  seemed,  redeemed  his  Wis- 
oonsin  oertiflcates  in  Chicago  at  a  charge  of  one  per  cent,  for  gold ;  and 
as  the  new  Chicago  banks  had  to  redeem  at  par,  on  presentation,  their 
bills  were  constantly  coming  ir»  for  gold.  They  therefore  suspended 
specie  payments  with  the  proviso  tliat  they  would  redeem  at  par  in  gold 
when  Mr.  Smith  adopted  that  course.  As  the  latter  was  master  of  the 
situation  no  arrangement  or  compromise  could  be  entered  into  with  him, 
and  the  banks  to  get  even  also  issued  certificates  of  deposit. 

All  of  the  banks  and  bankers,  including  Mr.  George  Smith,  doing 
biuiness  in  contravention  of  the  State  law.  were  on  December  23,  1852, 
indicted  by  the  grand  jury.  Nothing  was  accomplished  except  to  drive 
a  few  of  the  weaker  ones  out  of  business. 

This  means  of  putting  a  stop  to  irregular  banking  having  failed,  the 

regular  bankers  working  under  the  State  law,  appealed  to  the  Legislature 

and  secured  the  passage  of  an  act  prohibiting  the  circulation  of  any  form 

of  paper  money  other  than  that  issued  by  specie-paying  banks,  organized 

under  State,  Territorial,  or  United  States  law,  under  severe  penalties. 

This  disposed  of  insurance  company  certificates  of  deposit.     Mr.  Smith, 

^Jiowever,  procured  a  bank  charter  from  the  State  of  Wisconsin,  and  the 

^^pnaconsin  Marine  and  Fire  Insurance  Company  became  the  Wisconsin 

^^plarine  and  Fire  Insurance  Company  Bank,     lie  also  organized  the 

^■Bank  of  America  under  the  Illinois  State  law,  and  went  on  with  his 

^^tnuineeB  as  before.     As  under  the  niinoia  law  securities  equal  to  the 
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circulation  had  to  be  deposited,  there  was  some  restriction  at  times 
upon  the  amount  of  circulation  he  could  issue;  and  to  remedy  this  Mr. 
Smith  bought  the  Atlanta  Bank  of  Gtoorgia  and  the  Intematiooal  Bank, 
of  Griffin,  Ga.,  legally  chartered  by  that  State.  Although  this  dreola- 
tion  of  foreign  money  in  the  State  interfered  with  the  prints  the  niiDos 
bankers  derived  from  their  circulation,  there  seems  to  have  beoi  no 
remedy,  inasmuch  as  any  attempt  to  force  the  redemption  of  the  outside 
money  only  resulted  in  a  counter  effort  against  the  dronlation  of  the 
Illinois  banks.  But  it  was  found  that  as  long  as  Gtoorgia  money  was 
paid  in  Chicago  at  a  discount  of  three-quarters  per  cent,  in  New  York 
exchange,  and  of  one  per  cent,  in  gold,  people  were  always  glad  to  take 
it  in  spite  of  opposition  by  some  of  the  bankers  and  merdhants. 

Bankino  Undbr  Existino  Laws. 

When  the  constitution  of  1870  waf!  framed,  provision  was  made  for 
a  banking  system  which  prohibited  the  creation  of  a  State  bank  and 
expressly  stated  that  the  State  should  not  own  or  become  liable  for  any 
bank  stock.  Under  the  general  banking  act,  approved  June  16,  1887, 
as  amended  by  the  act  of  June  3,  1889,  banks  may  be  formed  "for  the 
purpose  of  discount  and  deposit,  buying  and  selling  exchange,  and 
doing  a  general  banking  business,  excepting  the  issuing  of  bills  to  cir- 
culate as  money ;  and  such  banks  shall  have  the  power  to  loan  money 
on  personal  and  real  estate  security,  and  to  accept  and  execute  trusts.'' 
Capital  must  not  be  less  than  $25,000,  and  the  minimum  ranges  up  to 
f200,000  where  the  population  is  over  50,000,  and  the  entire  amount 
must  be  paid  in  in  cash  before  the  bank  can  commence  business.  The 
banks  are  under  supervision  of  the  Auditor  of  Public  Accounts,  and 
must  make  and  publish  reports  not  less  than  four  times  a  year,  and  are 
subject  to  examination  at  least  once  in  each  year.  Though  no  fixed 
reserve  is  required  by  law,  in  practice  a  reserve  is  required  equal  to 
fifteen  per  cent,  of  deposits  subject  to  notice  and  twenty  per  cent,  of 
other  deposits.  There  is  no  special  law  governing  Savings  banks,  and 
institutions  organized  under  the  general  Jaw  may  do  a  combined  com- 
mercirii  and  savings  business,  or  may  be  conducted  as  Savings  banks 
exclusively.  Stockholders  in  banks  are  liable  to  double  the  amount  of 
their  shares. 

The  private  banks  of  Illinois  are  not  under  State  supervision  and 
their  standing  depends  entirely  upon  the  character  and  resources  of  the 
men  behind  them.  That  they  do  a  good  percentage  of  the  business  in 
the  towns  where  they  are  located  and  that  they  continue  to  enjoy  the 
confidence  of  the  people  of  the  State,  is  evidence  of  tlie  worth  of  the 
private  bankers  of  the  State.  It  is  estimated  that  three-fifths  of  the 
banks  of  Illinois  are  private  banks. 

In  the  latter  part  of  1899  there  were  150  banks  reporting  to  the  Aud- 
itor of  Public  Accounts,  their  total  resources  being  $195,829,927.  Their 
capital  was  $17,798,000  and  surplus  and  proflta  $11,621,335.     Total  de- 
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podts,  ezolosiTe  of  the  amounts  dae  banks,  were  (153,300,142.  This 
inelndes  Savhigs  deposits,  which  in  Chicago,  especially,  are  very  lai^ge. 
Twelve  trost  companies  were  also  reported  as  liaving  qaalifle4  under 
the  provisions  of  the  trust  act.  Of  the  total  resources  of  the  State 
banks,  amounting  to  (195,829,927,  Chicago  has  (153,029,946.  Detailed 
mention  of  particular  institutions  in  that  city  is  impossible  within  the 
scope  of  this  work.  It  may  be  said,  however,  tliat  two  banks— the  First 
National  Bank  and  the  Illinois  Trust  and  Savings  Bank — stand  well  in 
the  front  ranks  of  the  banks  of  this  country,  wliile  there  are  many  others 
also  having  a  very  lai^  volume  of  business. 

State  Banks. 


No.  of 
ftonfet. 

Loam  and 
diianintM. 

apoeU. 

Capital 
ttoek. 

DopotUl. 

1886 

1840 

1846 

186« 

1861 

1867 

2 

9 

16 

S6 

94 
6 

28 
9 

48 

78 
104 

$813,902 

6,930,268 

2,%e,902 

337,676 

646,876 

$243,223 

766.964 

78.607 

769,474 

302,906 

$278,739 
6,423,185 
2,713,640 
3,840,946 
6,760,743 
616.000 
3,466,000 
1,925,000 
1,666,600 
6.56/^00 
7,265,600 

$178,810 
3,724.092 
1.183,266 
3,420,986 
11,010,887 

$128,696 

805,244 

41.146 

1,267.234 
807.763 

1872 

1876 

6,989.686 

6,698,671 

22,968,976 

22,066,285 

9.602,166 

6,178,069 

21,166,696 

20,688,396 

1887 

1892  

1897 

National  Banks. 
Figures  are  in  thousands  of  dollars. 


TBABS. 


1863.. 
1868.. 
1873.. 
1878.. 
1883.. 
1888.. 
1893.. 
1898.. 


^5 

41 


3 

I     83 

j  134 

!  139 

162 

182 

212 

218 


Loantand 

U.S. 

CuAand 

diteounU. 

bondt. 

0MA<toiiw. 

$186 

$160 

$161 

23.313 

12,961 

10.683 

44,768 

18,427 

11,412 

34,808 

13,516 

12,484 

76.267 

13,109 

23,498 

104,630 

9,124 

34,888 

116,622 

8,552 

45,087 

166,709 

12,029 

46,069 

Capital. '  Surplui. 


$276 
12,070 
20,287 
16,730 
23,004 
80,074 
38,196 
36,946 


Undi- 
vided 
profttt. 


I 


$2,804 
6,607 
6,870 
6,604 
9,937 
17,928 
16.004 


$6 
1,071 
1,886 
1,438 
2,986 
3.977 
5,444 
6,097 


Out 
$tanding 
eirtula- 

tion. 


$9,597 
15,262 
8,063 
8,692 
4,730 
5,844 
6,782 


Indi. 
vidwa 
depotit*. 


$313 
22,884 
82,664 
31,646 
67,821 
90,170 
104,833 
140,942 


OF 


u.nK. 


Hon.  Ckwmjg. 


,000,  iHteMiMr  tB 
aadTerritofU 
for  aetkn  B{NB 


r,l««,l 


to  (MgHiwabaBk  at  Detnit  vUi  a  ofi 

CQ040B  te  tlM  far  mde.    TliepeoiiaBtol 

IMrbb  wm  Bttk  earij  in  the  spci^.    WUhuui  vmitii^ 

Ae  twthina  they  appoinied  a  Owhinr  ani  "baSkk  a 

Ju4>e  Wuuil— id,  oae  of  tibe  >iiTy,  fp— ra  to  haw 

Aebaak,  ■■!  vImd  a  diaiter  wm  f^aofted  ia 

daetod  PraUeot  and  the  bank  eoanoMO 

AtaMMkallof  theatoek  waasobHiibediDBoMoo.    Govemor  Hai  nb^ 

feribed  to  ten  iharBa  for  the  Teiiil«ay.    Tha  bOb  were  agned  in  lup 

qoantttiM  and  aent  East  forchvalatiaa.   Theflnt  loc  of  ea|iHaBrts  «ob 

nld  out  to  a  Mr.  Heater.  61  Baton,  vho  eame  on  and  with  a  oew  Pr» 

ideal  prepared  atMitber  batch  of  faOK  whkh  were  alao  cent  Ea«L    It  b 

MtiiiMKiil  that  btna  were  {■ned  in  this  way  amoonting  in  all  to  tl.SPBi|- 

000.    The  Territorial  ebarter  was  to  eontinoe  ooe  hnodred  and  cm 

feaia.     In  1807  the  Coogrecc  of  the  United  States  diaappcovBd  ihaeinr 

ter,  and  alter  aome  difllealty  between  Jodge  Woodward  and  the  otfar 

jodgea,  an  act  waa  paaaail  by  the  Territorial  aatboritaea  ""Mnf  it  aria- 

inal  to  carry  oo  nnaathorixed  *^"fc^"g  within  the  Tarritoaj^  and 

pat  an  end  to  the  Bunk  of  Detroit  in  the  following  jrear. 

Tlje  Bank  of  Michigan  was  chartered  in  1817,  as  it  was  thooitbl  a 
bank  was  needed.  It  was  eatablisbed  at  Detroit,  upon  a  eapllal  of 
$10,000.  which  was  mereaaed  in  1824  to  180.000.  Its  charter  origlMlly 
extended  to  1831,  but  it  was  then  renewed  for  twenty-flre  yean  aarc 
It  did  a  prosperous  bosineea  antil  tbe  financial  proeauie  of  m7<4^ 
when  it  toCTured  large  lomea.  At  ttiis  time  it  was  subjected  to  an 
auiination  bf  a  oonimittee  of  the  Legislattire  who.  having  no 
hi  banking  matters,  refused  to  regiu^  its  bills  discounted  as  roliablev^ 
sets,  and  reported  that  it  did  not  have  foods  on  hand  to  meet  its  Babfl- 
itiea.     It  was  placed  in  the  hands  of  trustees  for  liquidAticm  in  IML 

Bix  other  banlu  were  chartere<i  by  the  Territorial  Council,  and  tta 
Michigan  Insoranoe  Company,  which  did  business  as  a  bank  antii 
when  it  sold  oat  to  or  became  merged  in  the  Pirvt  ^fatlocial 
Detroit. 

Michigan  was  admitted  as  a  State  from  KoTcmber.  18S5.  tlis  dais  dL 
tbeadoptionof  the  State  constitution,  and  nini*  oew  bank  diartcnwas 
immediately  granted.  The  ag^rt-gate  capital  of  all  the  banks  ia  t^ 
State  after  tbi/ne  ucceflnions  was  |7,000,0(KI,  althou^  bat  asmattpio^ 
portion  was  actually  paid  in. 

The  Michigan  Ht»te  Itank  was  incor}M)rHtt><l  March  j!0,  l83Sk,  appar- 
ently by  the  Territorial  Council,  in  anticipAtiou  of  tha  admiatna  ti 
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Michigan  as  a  St&t«,  which  was  then  under  discuMdon.  This  bank  went 
into  operation  with  an  ostensible  capital  of  $200,000,  only  part  of  which 
wa:s  actuallT  paid  in.  It  was  expected  to  take  control  of  the  baoking 
business  in  the  State. 

On  March  21,  1837.  the  Legislature  authorized  the  Governor  to  ne- 
gotiate a  loan  on  behalf  of  the  Btate,  in  order  to  make  internal  im- 
proveuients,  railroads,  canals,  etc.,  believed  to  be  of  advantage  to  the 
development  of  its  resources,  to  the  amount  of  f5, 000,000,  for  which 
bonds  bearing  interest  at  5i  per  cent,  payable  after  tweuty-five  years, 
were  to  be  i&sued.  The  bonds  were  to  be  payable  in  the  United  States, 
but  subsequently  the  interest  was  authorized  to  be  increased  to  six  per 
iwnt . ,  and  the  bonds  were  made  payable  in  Europe  in  pounds  sterlhig 
and  guilders. 

The  Cashier  of  the  Michigan  State  Bank  was  made  fiscal  agent  of 
the  Stat«,  with  no  great  discretionary  powers,  merely  keeping  the  funds 
of  the  State  in  his  bank.  At  this  time  the  banks  dealt  largely  in  New 
York  exchange,  which  wns  in  much  demand.  They  purchased  it  at  six 
per  c*nt.  premium  and  sold  it  at  ten  per  cent,  and  upwards.  The  bills 
of  Eastern  banks  had  a  fictitious  reputation  and,  without  much  inquiry 
into  the  character  of  the  banks  issuing  them,  were  considered  better 
thtui  the  bills  of  the  home  banks.  Michigan  money  was  at  different 
rates — Detroit  city  banks  were  at  par.  country  banks  generally  at  a  con- 
siderable discount.  The  State  bonds,  if  the  negotiations  bad  been 
properly  managed,  might,  perhaps,  have  been  sold  to  advantage  in 
Europe. 

Governor  Mason  and  the  State  fiscal  agent  appear  to  have  been  in- 
nocent of  llnancial  knowledge,  and  after  one  attempt  had  been  made 
in  vain  to  sell  a  portion  of  the  bonds  the  Governor  accepted  the  services 
of  the  Morris  Canal  and  bunking  Couipany,  of  New  Jersey,  to  aid  in 
negotiating  the  loan,  and  made  a  contract  with  them.  Under  this  the 
company  was  to  remit  a  portion  of  the  proceeds  of  the  bonds  in  cash, 
but  when  the  company  ajsked  for  signification  of  the  terms  be  yielded 
step  by  step,  until  it  was  finally  agreed  that  the  payments  should  be 
made  in  ninety-day  acceptances  of  the  Morris  Canal  and  Banking  Com- 
pany. The  whole  amount  of  bonds,  815,200.000.  were  turned  over  to 
the  company  upon  theircorporateobligationforone-fourth  the  amount, 
and  the  guarantee  of  the  [Juited  States  Bank  of  Pennsylvania  for  the 
other  three-fourths.  The  principal  manager  of  the  Morris  Canal  and 
Banking  Company  was  a  relative  of  Biddle,  the  President  of  the  Bsink 
of  the  Unitfd  States.  The  Morris  Canal  Company  defiiultt^d  in  1840. 
still  owing  the  State  a  large  amount,  and  the  Bank  of  the  United  States 
was  in  difficulties  and  did  not  make  full  payments.  This  disappoint- 
ment compelled  the  State  to  issue  Treasury  scrip  which  circulated  at  a 
discount.  Although  but  little  Lad  been  received  on  the  bonds  the  State 
adhered  to  her  engagements  in  regard  to  their  payment.  Some  that 
bad  not  been  sold,  but  hypothecated  for  loans  by  the  banks  which  were 
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endeayoring  to  negotiate  them,  were  recovered  hj  the  State  npon  the 
payment  of  the  loans. 

These  transactions  extended  through  the  period  from  18S7  to  1841, 
one  of  great  financial  preesore  throo^oat  the  United  States. 

In  the  meantime,  in  1836,  the  Legislatore  had  taken  measures  to 
compel  all  the  banks  chartered  up  to  that  time,  as  well  as  all  those  tliat 
should  thereafter  receive  charters,  to  provide  a  safety  fond  for  the  pay- 
ment  of  the  debts  of  any  of  their  number  which  should  fail.  This  was 
a  copy  of  the  New  York  safety-fund  system  adopted  in  1829,  and  like 
that  required  the  banks  to  contribute  to  the  fond  annnally  one-half  of 
one  per  cent,  of  their  capital  until  they  had  contributed  three  per  cent 
of  such  capital.  There  was  a  motive  for  forming  new  banks  consisting 
in  the  hope  that  they  might  obtain  the  deposit  of  Govemmeot  money, 
or  of  some  of  the  surplus  revenue  received  by  the  State  from,  the  United 
States  Treasury.  There  does  not  seem  to  have  been  any  provirioD  for 
enforcing  the  payments  to  the  safety  fund,  as  some  of  the  oharteied 
banks  complied  with  the  law  and  some  did  not.  The  fond,  however, 
gave  the  billa  of  the  chartered  banks  some  reputation  of  sapericnity 
over  the  bills  of  the  banks  under  the  free  banking  system  aathorizedin 
1837.  The  latter  banks  were  commonly  known  as  wildcats,  probably 
from  their  being  very  often  located  in  the  wildest  sections  of  the  State, 
but  they  were  very  often  as  reliable  as  any  of  the  specially  chartered 
institutions. 

Provisions  of  thb  Frke  Baskosq  Law. 

The  free  banks  were  organized  under  a  general  banking  law  paased 
March  16,  1837.  Under  it  any  persons  could  associate  to  form  a  bank. 
They  were  to  elect  nine  directors,  residents  of  the  State,  and  the  ms- 
jority  of  them  residents  of  the  county  where  the  bank  was  located. 
One-third  of  the  stock  was  to  be  held  in  the  county.  The  most  remaik- 
able  and  important  feature  of  the  act  was  the  one  requiring  the  stock- 
holders to  place  securities  in  the  hands  of  the  Auditor^Cteneral  of  the 
State  for  the  full  payment  in  case  of  default  of  all  the  debts  of  tlie 
bank,  including  its  circulating  notes.  In  thus  requiring  security  fortlie 
redemption  of  circulation,  this  banking  law  of  Michigan  is  similar  in 
principle  to  the  celebrated  free  banking  law  of  the  State  of  New  York, 
and  what  is  more  surprising  was  passed  about  one  year  before  the  New 
York  free  banking  law,  which  was  not  passed  by  the  Le^lature  of  that 
State  until  April,  1838.  It  thus  seems  that  the  l^pslators  of  Michigao 
deserve  the  credit  of  having  first  put  into  practice  the  theory  which 
afterwards  becarue  the  corner  stone  of  the  free  banlung  systems  of  many 
of  the  States,  and  at  length  of  the  general  Government,  viz.,  the 
security  of  circulation  by  the  deposit  of  collaterals  with  the  central 
authority  to  be  used  in  the  redemption  of  circulation  when  the  banlc 
failed  to  do  so. 

While  theoretically  the  legislators  of  Michigan  were  thus  in  advance 
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of  the  o^e  in  their  ideas  of  banking,  it  cannot  be  said  that  tbe^ 
showed  equal  wisdom  in  carrying  the  principle  into  execation.  The 
Hecurities  required  to  be  deposited  were  either  the  personal  bonds  of  the 
etookhoklers,  or  bonds  and  niortgu^s  execat«d  by  them  upon  real 
estate  in  the  State,  of  equal  value,  exclusive  of  buildings.  The  value 
of  the  real  estate  was  to  be  estimated  by  the  Treasurer,  judge,  sheriff 
and  clerk  of  the  county.  After  tlie  President  and  directors  were  elected 
and  other  preliminarieH  lu-ranged,  the  Btockliolders  and  their  ofiiccrs 
filed  a  certiflcate  with  the  Secretary  of  State,  which  gave  notice  of  the 
existence  of  the  bank,  its  location,  etc.  A  certain  proportion  of  capital 
— thirty  per  cent. — was  required  to  be  paid  in,  in  specie.  Bank  Com- 
mibidoners  were  to  examine  each  bank  as  often  as  once  in  three  months. 
No  bills  could  be  issued  until  the  Bank  (Jonimisaioners  had  seen  the 
specie  and  had  countersigned  each  note. 

Imperfect  A-dbonistbation  of  the  Law. 

These  precautions  seem  to  have  been  rigid  enough,  if  it  had  been 
poesible  to  carry  them  out.  There  were,  however,  no  severe  penalties 
imposed  by  the  law  and  what  there  were  do  not  appear  to  have  been  en- 
forced, and  all  the  provisions  were  either  evaded  or  neglected  to  the 
great  damage  of  the  public  and  the  regulation  of  the  system. 

Fortjf  banks  were  fully  organized  within  a  year  from  the  passtige  bf 
the  law  and  others  were  under  way,  and  this  notwithstanding  the  fact, 
or  perhaps  on  account  of  it,  that  an  opinion  wa.s  held  by  many  sound 
lawyers  that  the  law  was  unconstitutional,  because  the  constitution 
prohibited  any  corporations  not  authorized  by  a  vote  of  two-thirds  of  the 
Legislature. 

The  county  clerks  and  other  county  officers  whose  province  It  was 
to  pass  upon  the  value  of  lands,  and  the  solvency  of  freeholders,  had' 
as  liberal  ideas  on  tliose  points  as  could  be  desired.  While  in  some  of 
the  older  towns  these  institutions  were  carried  on  as  prudently  and  hon- 
estly as  any  others,  the  general  tendency  of  most,  of  the  smaller  and' 
some  of  the  larger  banks  was  towards  reckless  discount  ing  and  wild 
speculation.  Competent  officers  and  Cashiers  were  rare.  Men  assumed 
to  be  bankers  who  bad  no  business  knowledge  and  who  could  hardly 
cast  accounts,  and  many  went  into  the  business  as  an  easy  way  of 
swindling. 

The  examinations  of  the  Bank  Commissioners  were  of  course  the- 
only  difficulty  that  those  who  started  banks  for  swindling  purposes  hadi 
to  encounter.  They  had  to  see  that  the  specie  required  by  law  was  iu 
the  bank  before  they  would  permit  it  to  commence  or  continae  busi- 
ness. All  sorts  of  tricks  and  combinations  were  resorted  to  to  deceive 
them.  The  specie  found  by  them  in  one  bank  was  sent  by  hurried 
journey  ahead  of  them  to  be  counted  at  the  next. 

In  their  reports  the  commissioners  frequently  speak  of  the  devices 
to  deceive  and  the  means  taken  to  defeat  such  efforts.  They  say,  "  gold 
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and  silver  flew  about  the  ooontry  with  the  oelerity  of  magic ;  its  sound  was 
heard  in  the  depths  of  the  forest,  yet  like  the  wind,  one  knew  not 
whence  it  came  or  whither  it  was  going."  Base  metals  were  packed  in 
coin  bags  and  covered  over  with  tliin  spreadings  of  coin.  The  eom- 
missioners  soon  became  familiar  with  these  schemes,  and  even  with  the 
appearance  of  the  specie  itself,  which  was  shown  to  them  so  repeatedlj, 
and  exposed  the  schemers  by  returning  within  a  day  or  two,  unexpect- 
edly to  the  banks  previously  examined. 

Specie  certificates  were  also  often  used  instead  of  spede.  "nieBe 
were  borrowed  by  those  who  wished  to  start  banks,  ior  a  oonsideratiaD, 
and  when  the  ordeal  of  examination  by  the  oommissioaers  had  been 
safely  passed,  were  promptly  returned.  There  were  banks  and  indi- 
viduals in  Detroit  who  made  a  business  of  loaning  certificates  and  start- 
ing banks. 

How  Banks  Wbrb  Put  nr  OPRRATioir. 

The  bank  starter,  provided  with  a  specie  certificate  and  engraved 
bills,  would  proceed  to  a  distant  and  often  inaccessible  county  and  there 
select  such  prominent  citizens  as  suited  his  purpose,  who,  igncHant  of 
banking,  be  would  beguile  by  fascinating  representations  of  the  proQto 
to  accrue  to  themselves  and  the  community  at  large.  They  were  to  be- 
come stockholders  and  famish  the  necessary  personal  bonds  ot  mort- 
gages upon  their  lands,  which  with  the  accommodating  assistance  of  the 
county  officers  were  perfected  and  sent  with  the  necessary  certificate  to 
the  Auditor  of  State.  The  bank  starter  was  sometimes,  though  not  al- 
ways, elected  President — the  Cashier  was  chosen  in  the  neighboihood 
The  specie  certificate  was  made  ready,  awaiting  the  approach  of  the  ex- 
aminers. When  they  came  and  set  the  seal  of  their  approval  on  the  bank 
the  bills  were  immediately  signed  and  prepared  for  circulation.  As  very 
often  there  was  small  need  of  the  money  in  the  vicinity  of  the  bank, 
owing  to  the  lack  of  inhabitants,  the  bills  and  the  specie  circular  went 
with  the  bank  starter,  who  returned  with  them  to  his  native  place. 
Ostensibly  he  was  to  put  the  bills  in  circulation  by  exchanging  them  for 
bills  of  other  banks,  but  as  often  as  not  he  neglected  to  render  any  ac- 
count. If  the  bank  examiners  discovered  the  fraud  in  time  the  inci[a- 
ent  institution  wjis  suppressed.  Sometimes  the  bills  were  put  in  circu- 
lation in  advance  of  tlie  examiners'  approach,  and  they  could  in  such 
case  only  prevent  further  mischief  by  closing  the  bank.  Perjury  and 
direct  robbery  of  associates  seem  to  have  been  frequent  in  the  Imtoty 
of  these  associations,  and  no  legal  penalties  appear  to  have  been  in- 
flicted. 

Tlie  stockliolders  and  directors  in  many  cases  appear  to  have  been 
innocent  victims  of  tiie  designing  speculator  who  directed  their  atten- 
tion to  free  banking  as  a  lucrative  Investment.  Where  loans  were  made 
it  appears  to  iiave  been  uiostly  to  stockliolders.  whose  only  securitv, 
their  land,  was  already  mortpaged  to  start  the  bank.     Many  of  the  notes 
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did  not  eironlate  at  all,  being  refused  at  any  rate  of  disoonnt.  Broken 
and  merchants  were  constantly  se<)king  the  banks  to  obtain  redemption 
of  the  notes — sometimes  in  vain.  If  found,  the  best  that  could  be  done 
was  to  obtain  bills  of  other  banki  in  exchange — some  of  which  might 
pass  at  better  rates  of  discount.  The  price  of  property  went  up.  Some 
of  the  banks  started  did  a  legitimate  business  and  redeemed  all  their 
obligations,  but  they  were  not  numerous.  Some  of  those  who  had  inno- 
cently become  officers  and  directors  of  fraudulent  concerns,  as  soon  as 
they  discovered  the  character  of  those  who  were  seeking  to  use  them, 
denounced  their  associates  and  withdrew  from  the  fraud.  The  total 
population  of  the  State  was  only  about  109,000,  and  the  circulation  of 
the  chartered  and  free  banks  together  amounted  to  enough  if  it  had 
been  equally  distributed  to  give  each  head  of  a  family  $125. 

At  the  b^inning  of  1839  the  Bank  Commissioners  estimated  that 
there  were  a  million  dollars  of  bills  of  insolvent  banks  in  the  hands  of 
individuals  and  unavailable. 

DisAflrsBs  Dub  to  Ibipbrfbct  Enfokcbuent  of  thb  Law. 

The  financial  distress  of  the  period  soon  swept  most  of  the  banks  of 
Michigan  out  of  existence,  and  by  the  end  of  1839  forty-two  were  in  the 
hands  of  Receivers,  and  only  two  chartered  banks  and  four  free  banks 
were  still  open  for  business.  A  very  large  share  of  the  currency  was  an 
absolute  loss  to  the  holders.  This  wholesale  disaster  does  not  appear 
to  have  been  altogether  the  fault  of  the  principles  upon  which  the  free 
banking  law  was  founded,  or  the  manner  in  which  it  was  drawn.  The 
difflonlty  was  that  if  the  requirements  of  the  law  had  been  rigidly  com- 
plied with,  if  real  estate  securities  and  personal  bonds  had  been  scrupu- 
lously valued  and  the  specie  honestly  paid  in,  there  would  have  been  no 
banks,  because  the  securities  and  specie  could  not  have  been  obtained, 
as  they  were  not,  at  that  early  day,  in  the  State.  In  order  to  have 
banks  the  law  was  laxly  executed  and  men  deceived  themselves  by  vis- 
ionary ideas  as  to  the  value  of  real  estate,  and  by  evasions  as  to  specie. 
The  law  could  not  be  executed  or  enforced  under  the  existing  condi- 
tions, and  the  result  was  disaster  to  the  innocent  bill  holders.  The 
error  was  in  the  minds  of  the  legislators,  who  did  not  see  how  utterly 
impossible  it  was  to  have  banks  without  banking  capital 

Frbb  Bankino  Act  Dbclarbd  XJNCoirsTiTDTiowAii. 

In  1844  the  question  of  constitutionality  of  the  free  banking  law 
came  into  court,  based  upon  attempts  made  to  collect  the  mortgages 
and  bonds  given  as  securities.  This  had  always  been  a  matter  of  doubt 
among  sound  lawyers.  The  court  held  that  the  law  was  unconstitu- 
tional and  therefore  "void  from  its  inception.  The  banks  were  conse- 
quently illegal  institutions ;  the  securities  given  for  the  payment  of  their 
debts  were  void ;  the  obligations  they  had  taken  for  individuals  were 
nullities.     Even  the  Receiverships  which  had  been  created  for  winding 
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up  their  concerns  were  of  no  I^;al  importance  farther;  for  the  banks, 
having  never  had  existence,  could  have  no  creditors  to  aooonnt  to,  and 
such  Receivers  as  were  in  possession  of  assets  they  could  make  availa- 
ble, pocketed  them." 

Everything  was  thus  put  back  as  it  was  before,  and  except  for  the 
worthless  bills  in  the  hands  of  the  people,  a  very  few  prosperous  Be- 
ceivera,  and  the  discredited  securities  in  the  hands  of  the  State  Audi- 
tor, tliere  was  nothing  to  show  that  the  free  banks  of  1837  had  ever 
existed. 

In  1839  the  Legislature,  tempted  by  the  great  success  of  the  State 
Bank  of  Indiana  and  the  recommendation  of  the  Gk>vernor,  chartered 
a  State  Bank  of  Michigan  with  a  capital  of  92,000,000,  but  as  the  ci^ 
tal  could  not  be  procured  the  bank  never  commenced  business.  Only 
two  more  banks  were  chartered  by  the  State  after  the  collapse  of  the 
free  banking  system,  and  banking  business  was  carried  on  principally 
by  brokers  and  private  bankers,  and  an  act  regulating  their  businees 
was  passed  in  1859  and  amended  in  1875.  It  provides  that  the  firm 
must  keep  on  file  with  the  county  clerk  a  certificate  setting  ftxth  the 
names  and  residences  of  the  firm  and  the  conditions  of  the  partnership, 
whether  limited  or  not.  This  certificate  is  open  to  public  inspeetlOD 
and  tliere  are  penalties  for  not  filing  it,  or  not  making  a  new  cettifloate 
if  any  change  is  made  in  the  firm.  They  are  also  forbidden  to  use  the 
word  bank,  exchange  office  or  banking  office,  except  in  oonnecticm  with 
the  individual  or  firm  name,  or  in  any  way  give  the  impression  that  they 
are  an  organized  bank.  In  1850  the  constitution  of  the  State  was 
amended  so  as  to  forbid  the  grantuig  of  charters  except  to  muoicipali- 
ties;  it  fixed  a  personal  liability  to  amount  of  their  shares  upon  G&cen 
and  stockholders  of  banks  issuing  circulating  notes,  and  provided  that 
no  general  banking  law  could  be  valid  unless  ratified  by  the  people  a* 
the  poUs. 

Prksbnt  CoimrrioN  of  Banking. 

In  1857,  a  general  banking  law  was  adopted  by  the  Legislature  and 
ratified  by  the  people  in  November,  1858.  It  was  similar  in  its  details 
to  the  free  banking  laws  of  New  York,  Ohio,  Indiana,  Illinois,  etc  A 
number  of  banks  organized  under  this  law  by  1863,  some  of  which  closed 
and  some  became  National  banks. 

The  State  banks  in  Michigan  under  the  supervision  of  the  Banking 
Department  at  the  close  of  1898  numbered  183,  and  there  were  also  three 
trust  companies  reportmg.  At  this  time  the  excess  of  the  State  banks 
over  those  operating  under  Federal  charters  was  about  100.  Prom  1889 
to  the  close  of  1898  deposits  in  the  State  banks  increased  nearly  ^,- 
000,000.  Greater  latitude  is  allowed  the  State  banks  than  is  permitted 
to  the  National  institutions,  and  the  minimum  capital  is  also  smaller. 
State  commercial  banks  may  loan  fifty  per  cent,  of  their  capital  upon 
mortgage  security,  and  twenty  per  cent,  to  one  person  or  firm.    The 
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State  law  also  grants  the  privilege  of  doing  the  dnal  business  of  eom- 
meroial  and  Savings  banks  upon  one  capital,  and  most  banks  that  wish 
to  do  a  Savings  business  take  advantage  of  this  provision  instead  of 

operating  as  Savings  banks  exclusively.  Investments  of  these  institn- 

tioDS  are  under  careful  legal  restrictions,  and  loans  on  real  estate  may 

not  exceed  fifty  per  cent,  of  the  valuation  of  the  property. 

A  clearer  idea  of  the  growth  of  State  banks  in  Michigan  may  be 
gained  from  the  following  table : 

1889.  ISaS.                          1898. 

Nifuty  bank*  ISSbanktand         18tbankiaind 

BnOUBCM.                          CMdtwo  thrt*                       thrte 

trait  companUt.  Irutt  eompanit*.    tru*l  eompamiei. 

liOMuaod  disooonta «22,62i,e67  $32,«02,87i            ««1,384,07S 

Stoeka,  bonds  aodmortgase*....    15,e4«,031  24,804,867             87,463,689 

Orenlnfts 160,315  206,S87                  298,762 

Banking  booM,  fnmltare  and 

flztorea 038,466  1,017,146                1,906,096 

Other  real  e*Ut« 203,782  647,824                2,004,891 

Kxpenwa  and  tazea  pidd 276,634  390,207  

Iiiterestpald 310,872  802,701  

Frcmlnmspaid 47,333 

Dne  from  bank*  In  reaerreclUes.  0,102,241  7,036,024  10,606,008 
Dim    from    other    bank*    and 

baakera 298,943  400,100                   893.103 

KzdianKeatorolearlnghonM....        200,024  246,416                   418,372 

Checka  and  cash  Items 100,262  302,006                   341,880 

NlokeU  and  oenU 11,720  24,102                     24,288 

Gold  coin 896,827  1,698,747                 2,448,122 

surer  coin 171,666  209,119                   387,684 

V.S.  and  National  bank  notee....      1,242,843  2,312,801                2,754,711 

Total $47,364,277  »73.166,116           $106,060,068 

LIABIUTU8. 

Capital  stock  paid  In $7,264,609  $12,311,041            $12,003,600 

Burplosland 1.132,329  2.443,906                 2,981,382 

Gross  nndlTided  eaminga 1,679,926  2,639,574               •1,968,631 

IMTldenda  unpaid 2,571  18,081                        8.204 

IndiTidnal  depoalta 7,879,686  14,629,942               20,690,904 

Certificates  of  deposit 4,462,081  6,686.896                 9,782,646 

Sarinss  depoelU 23,669,030  32,216,067               54,106,081 

Oertlfled  checks 29.987  42,076                    111,903 

Cashier's  checks  ontstanding....          21,007  29,031                      10,723 

Doe  to  banlca  and  bankers 809,678  1,437,360                4,430,426 

Notes  and  bills  redlsuoonted 386.429  604,100                     01,764 

Bnu  pagrable 37,000  148,037                     26,000 

Total. $47,364,277  $73,166,116           $106,069,058 

*  Undivided  earnings,  less  carrent  expenses,  Interest  and  taxvs  paid. 
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YSAB8. 

So.  of 
bank*. 

LoaoMond 
diseounU. 

8p*eU. 

CapOal 

• 

DtpotOt. 

1886 

1840 

1847 

1863 

1867 

1863 

1868 

8 

10 

2 

6 

4 

4 

1 

30 

28 

63 

169 

179 

•1,386,325 
2,153,964 

281,708 
1,378,700 
1,903,603 

788,028 

•112,419 
42.784 
68.487 
161.483 
93.763 
S7(V96 

•668.980 

1.320.200 

176.167 

861,338 

841.489 

413,080 

100.000 

2,396,000 

3,023,400 

4,666,150 

12,102,956 

12.006,609 

•636.676 
861.896 
141,864 
920.961 
670.649 
120.134 

•686.450 
343.760 
144.139 
688.470 

1.847.996 
749,838 

1877 

7,208,058 
12,216,916 
24,014,650 
33,633,573 
37,029,748 

7.400.67* 
16.343,6i» 
86,008,090 
e4,787,3S« 
00.447.804 

1882 

1887 

1893 

1897 

National,  Batiks. 
Fiiruree  are  in  thousands  of  doUan. 


YRAH8. 

^1 

Loant 
and  dis- 
eountt. 

V.8. 
hondi. 

Caih 

andeaih 

itenu. 

Capital. 

Surplu$. 

CM*.  L  **,'•     '   Indi. 
Tided  -^"V  ^^ 

1863       ..     . 

1 

42 

77 
79 

•32 

<tX9 

•30 

2  423 

•75 
S  yift 

•1                   1         «< 

1868  . 

8.221  i     4,979 
18,800  j     8.227 
15.09G  !      7-1.17 

•1  (MA        i'fA  '    «9  ana        t  aiu 

1873.. 

2,946        9.762  i     2.337        980  \      6.940       11.876 
3,380        0.628        2.710      1,086         6.380 '     11,6<0 
4,808   :    11,665         2,166  '  1,678         4,073 1     26.801 
5,635  '  14.975  '     2.927  '  1.953        <2  n^o  '     !L-t  esa 

1878 

1883 

K8        32.1»78 

6,287 
3,962 
6,551 
6,162 

1888 

109 

100 

82 

42,625 
41,968 
43,368 

1893 

4,808      14,634         :i.879      1,868 
6  007        1 1  R9S    1      H  2A7       1  97i5 

4,600       31,491 
3,897 1     43.090 

1898 

' 

WISCONSIN. 

Wisconsin  was  detached  from  Michigan  as  a  Territory  in  1836,  the 
act  of  Congress  taking  effect  July  4  of  that  year.  The  Banli  of  Wiaam- 
sin,  at  Green  Bay,  was  incorporated  by  the  Legislative  Ck>iuicil  of  Michi- 
gan January  23,  1835,  and  organized  November  12,  following.  In 
January,  1837,  the  Secretary  of  the  Treasury  said:  "The  Bank  of 
Wisconsin  had  not  commenced  operations  in  the  latter  part  of  Novem- 
ber, 1836,  although  the  whole  amount  of  its  stock  was  subscribed  in 
1835."  It  did  but  little  business,  and  was  wound  up  by  the  Attorney- 
General  in  1839. 
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According  to  a  report  of  a  legislative  investigating  committee,  on 
luary  9,  1839,  it  appears  that  tbe  paid-iu  capital  of  the  bank  was 
.125,  the  specie  held,  929,242,  and  tbe  ciroihition,  ^^196,279.  The 
tiabilities  exceeded  the  limit  prescribed  by  the  charter  (three  times  the 
capital  paid  in.  over  and  above  tlit*  specie  held),  the  capital  was  insuffi- 
cient, and  the  panic  of  1837  was  destructive. 

On  November  30, 1836,  the  Miners'  Bunk,  of  Dubuque,  waa  chartered, 
also  the  Bank  of  Milwaukee.  A  history  of  the  former  institution  will 
be  found  In  that  part  of  thie  work  relating  to  the  State  of  Iowa.  Tlie 
Ilk  of  Milwaukee  never  gf)t  into  operation  at  all.  On  December  2, 
JC,  the  Bank  of  Minenil  Point  was  chartered,  with  a  capital  of  $200,- 
the  first  installment  to  be  paid  in  specie.  No  notes  were  to  be 
led  until  ^0,000  of  the  aipital  had  been  paid  in,  and  dennminatioDs 
not  to  be  less  than  ^.  By  act  of  March  3,  1837,  Congress  approved 
incorporation  of  these  banks,  but  specified  that  no  circulating  notes 
should  be  issued  until  one-half  the  capital  was  paid  in,  that  the  capital 
should  not  be  increased  to  more  thiui  ^00,000  without  the  consent  of 
Congress,  and  that  the  aggregate  indebtedness  owing  by  any  l'>ank  over 
and  above  its  actual  deposits  Bhould  not  exceed  twice  the  paid-up  oipital. 
In  November,  1837.  a  legislative  comiuitte  reported  that  the  Bank 
of  Mineral  Point  had  failed  to  comply  with  tJie  provisions  of  its  oliarter 
in  eflecting  tm  organization,  and  that  only  9^,000  of  the  first  Lnstaltment 
of  the  capital  liad  been  paid  in  specie,  the  balance  being  in  notes  of  the 
Bank  of  Detroit  and  specie  certificates  of  deposit. 

In  January  IB.'lfl,  another  legislative  investigation  showed  that  the 
capital  (l?l()U,(HXl)  liad  Ijeen  paid  up,  that  the  eircukition  was  §53,075, 
and  depouita  1^1,710.  To  meet  these  liabilities  the  Imnk  had  jS3l!,444  in 
specie  and  $17,558  ui  the  notes  of  New  York,  Illinuis,  and  Mississippi 
banks.  Tins  coimuittee  therefore  pronounced  the  bank  to  lt>e  in  a  safe 
and  solvent  condition. 

H  In  the  summer  of  1838  a  notice  appeared  in  a  New  York  newspaper 
Hating  that  the  notes  of  the  bank  would  be  redeemed  at  par,  and  it 
^■ema  that  such  of  the  notes  as  were  payable  on  demand  were  in  fact 
Redeemed  in  specie  <jn  demand. 

In  a  few  months  after  the  above  report,  the  circulation  was  doubled, 

Kthe  bank's  management  fell  under  .suspicion.  An  examination  was 
e  by  a  legislative  committee  on  September  18,  1840,  and  many  un 
favorable  facts  were  brought  to  light.  $20,0<J<)  of  worthless  assets  being 
reported.  But  the  committee  did  nut  find  the  bank  insolvent,  and  it 
was  permitted  to  continue  business.  Another  examination  was  made  in 
cb,  Iftil.  the  committee  this  tune  finding  about  ^7,000  of  assets 
Immediately  available,  and  §17,723  of  no  value.  During  the  sum- 
pr  of  this  year,  the  bank  was  enjoined  from  doing  business  and  Re- 
jlvers  were  appointed  A  bill  to  repeal  the  charter  of  the  bank  was 
aruved  February  18,  1842.  In  January.  1847,  a  legislative  committee 
le  a  report  on  the  liquidation  of  the  bank,  from  which  it  apj^eared 
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that  Bome  of  the  offloers  had  abeoonded  taking  with  them  aU  the  eiv- 
rency  and  other  portable  assete.  The  absofrnders  were  captured,  but 
only  a  email  part  of  the  assets  was  reoovered.  A  ocHnpromiae  was 
effected  by  wMch  the  Receivers  were  enabled  to  reduce  the  circalatioo 
from  fl36,000  to  |43,000  by  receipt  of  the  bank's  bills  upon  debtt. 
They  also  redeemed  f3,746  more  at  fifty  cents  on  the  dollar,  and  tl,065 
at  twenty-five  cents,  and  made  a  dividend  of  ten  cents  ftn  the  d<dlar  on 
91,320.  It  seems  that  the  stockholders  did  not  lose  anything,  as  they 
were  apparently  permitted  to  withdraw  the  money  paid  for  th^  stodi 
before  the  bank  failed 

The  same  year  in  which  this  charter  was  granted  the  region  between 
Lake  Michigan  and  the  Miesissippi  began  to  attract  the  ottoiticHi  not 
only  of  capitalists  from  the  East  but  of  the  Old  World  as  well,  and  dar- 
ing 1835  Gteorge  Smith,  a  young  Scotchman,  of  Aberdeen,  poescaBingan 
inheritance  of  about  three  thousand  pounds,  then  considered  quite  a 
fortune,  visited  Iforthem  lUinois  and  Southern  Wisconsin,  and  was 
convinced  that  there  was  an  opportunity  to  make  money  in  the  pur- 
chase of  lands  at  small  cost;  he  returned  to  his  native  country,  got  his 
friends  to  subscribe  stock  to  the  Scottish  Illinois  Land  and  Investinent 
Company  and  coming  back  to  the  West  made  a  great  flnwnfilal  soeoeai 
of  his  investment  company. 

In  the  meantime  the  great  financial  disaster  of  1837  swept  over  the 
country,  and  started  westward  a  tide  of  immigration  from  the  Bastem 
States,  so  that  the  population  of  what  is  now  Wisconsin  increased  in 
four  years,  1836  to  1840,  some  150  per  cent.  Young  Smith  soon  saw 
that  money  was  to  be  made  in  other  things  beside  lands,  and  especially 
that  there  was  need  of  some  circulating  medium — currency  to  transact 
the  business  of  this  rapidly  growing  country;  but  owing  to  the  faOare 
of  banks  in  their  Eastern  homes,  the  settlers  of  the  new  TerritcHry  were 
opposed  to  chartering  banks,  and  so  fixed  was  this  opposition  that  the 
Territorial  constitution  passed  what  was  called  "  an  act  to  restrain  un- 
authorized banking,  and  for  other  purposes." 

History  of  Gsorgb  Suith's  Bank. 

So  great  was  this  prejudice  that  notwithstanding  the  prohibiticMi  by 
the  constitutional  law,  the  Legislature  in  granting  charters  invariably 
put  in  every  bill  the  clause  "providing  that  nothing  in  this  bill  shall 
be  construed  as  authorizing  the  business  of  banking."  Even  the  char- 
ter of  Plymouth  Congregational  Church,  in  Milwaukee,  contained  this 
clause. 

But  George  Smith  was  not  to  be  thwarted  in  his  purpose  by  any  sach 
inhibition ;  be  prevailed  upon  the  Territorial  Legislatare  to  charter  tht 
Wisconsin  Marine  and  Fire  Insurance  ComjMny,  by  local  Act  36,  Session 
of  1838-39,  to  "  be  of  twenty-nine  years'  duration,  or  till  the  first  Mon- 
day in  January,  1868,"  authorizing  it  to  "  insure  for  all  kinds  of  insiu^ 
ance — fire,  life,  and  other;  to  receive  deposits  and  loan  money  at  1^ 
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of  interest,  and  to  carry  on  anjr  business  UBually  performed 

'Insnrance  companies;  but  nothing  contained  in  tliis  section  shu 

the  conipaiiy  banking  privileges."    Another  section  provided  that  no 

:  of  the  funds  or  capital  was  to  be  used  Ln  traffic  of  any  kind  what- 

rer.     It  authorized  the  issue  of  not  to  exceed  2U,  000  shares  of  925  each. 

je  ooiuniisiiioners  named  to  have  charge  of  subscription  for  stock  were 

Allen  W.  Hatch,  Maurice  Piiley,  Hans  Crocker,  Samuel  Brown,  Chaun- 

cey  H.  Peak  and  William  Brown. 

Among  the  provisions  of  the  charter  were  the  following:  The  direct- 
ors to  choose  a  President  who,  after  being  sworn  by  one  of  tlie  direct- 
ors, is  to  swear  the  others,  and  the  Secretary  to  give  bonds  for  faithful 
discharge  of  his  duty ;  the  office  to  be  kept  in  Milwaukee.     Insursmce 
olides  to  be  obligatory  on  the  corporation  where  signed  by  the  Presi- 
it  and  Secretary,    even   if  without  a  corporate   seal.     All  moneys 
eived  on  deposit,  if  in  bills,  notes,  or  other  evidences  of  debt,  issued 
by  any  bank,  banker,  or  other  corporation,  and  loaned  by  the  company 
hereby  chartered,  shall  be  endorsed  by  the  President  of  said  company 
with  the  corporate  name  thereof,  and  sliaU  be  redeemed  at  their  usual 
place  of  business  in  gold  or  silver  on  demand,  if  such  bank,  banker  or 
corporation  fail. 

With  ti»is  charter,  Mr.  Smith  wanted  a  good  secretary,  and  wrote  to 

a  young  man  in  Scotland,  Aleiander  Mitchell,  whose  family  he  knew, 

id  the  brother  Scotchman  landed  in  Milwaukee  in  May,  1839,  during 

rhich  month  the  comjmny  coiniiienced  business,  with  George  Smith, 

'resident,  and  Alexander  Mitchell,  Secretary.     Though  an  insurance 

company,  prohibited  from  doing  a  banking  business,  it  did  very  little 

Pisnrance,  but  proceeded  to  issue  certificates  qf  deposit  in  denomina- 
ons  from  one  dollar  upward,  in  the  similitude  of  bank  biltii,  in  the 
tllowing  form : 


•10  [YignettA  of  Ceres.] 

Caplua  1500,000.  iQCorporated  1839. 

No.  36,430. 

WISCONSIN  MARINE  AND  FIRE  INSURANCE  CO. 
This  is  to  certify  that  I.  E.  B.iTES  liu  deposited  with  this  institu- 
tion TEN  DOLLARS,  wblcb  wlU  be  paid  on  demand  to  the  bearer. 
[Man  standing  Mllwaulcee,  June  3,  1850. 

MxL.  Mitchell,  Sfe''g.       Oso.  Smith,  Pmtt. 


YTitb  flcjrtbe.J 


As  the  whole  Northwest  bad  been  swept  clear  of  currency  by  the 

Inoncial  hurricane  of  1837,  these  certificates  of  deposit  had  their  mis- 

sn  to  perform,  and  the  so-called  "George Smith's  money  "  passed cur- 

»nt  all  over  the  Northwest,  from  Detroit  to  St.  Louis,  and  even  as  far 
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as  Cleveland  and  Cincinnati,  circulating  freely  on  the  credit  and  faith 
the  people  had  in  the  integrity  of  Smith  and  Mitchell 

In  1843  these  circolating  certiflcatee  had  reached  (100,000;  in  1845 
it  was  1250,000;  hi  1847,  |300,000;  in  1848,  (600,000,  and  m  1849  had 
reached  the  round  sum  of  (1,000,000,  although  soon  thereafter  it  bad 
fallen  off  more  than  one  half  that  sum.  The  largest  circulation  was  in 
1851  (the  year  before  the  general  banking  law  of  the  State  was  enart- 
ed) ;  its  aggregate  then  was  (1,470,235. 

To  all  intents  and  purposes  it  was  wildcat  currency,  yet  it  did  the 
State  good  service,  and  every  dollar  of  it  was  promptly  redeemed  on 
presentation  except  some  (32,000.  which  was  probably  lost  by  fire, 
flood,  etc.,  and  was  never  presented. 

The  insurance  company  had  to  encounter  adverse  legislation,  organ- 
ized runs  by  bankers  and  brokers  of  other  States  with  bitter  hostility, 
yet  always  met  its  obligations,  when  Gtoorge  Smith  and  Alexander 
Mitchell  were  not  known  as  now,  nor  their  integrity  had  been  tested; 
for  the  two  young  men  might  have  packed  their  carpet-bags  and  left 
for  their  homes  in  Aberdeen,  so  far  as  the  security  was  conoeroed. 

As  an  incident,  the  Territorial  Legislature  repealed  the  faMoranoe 
company's  charter,  but  this  had  no  effect  on  the  company's  barinen— 
legitimate  banking  in  all  ways  except  circulation — Mr.  Mit<didl  main- 
taining that  the  cliarter  could  not  be  repealed,  and  continued  as  before 
in  the  banking  business.  During  its  early  life  the  company  had  several 
severe  runs,  the  most  noted  being  that  of  Thanksgiving  Day  in  1849. 
On  that  day  Mr.  Smith,  in  observance  of  the  anniversary,  closed  his 
bank  doors  in  Chicago,  when  word  went  through  the  country  that 
"George  Smith's  bank  had  closed."  Brokers  hurried  their  notes  to 
Milwaukee  for  redemption  in  coin,  and  got  it  without  the  company's 
getting  outside  help,  other  than  that  of  business,  and  certificate  depos- 
itors turning  their  money  into  the  bank  without  asking. 

After  some  fourteen  years  of  a  prosperous  and  eventful  career  of 
this  pioneer  bank,  the  old  Wisconsin  Marine  and  Fire  Insurance  Com- 
pany, with  Mr.  Mitchell  sole  owner,  organized,  among  the  first,  under 
the  general  hanking  law  of  Wisconsin  in  1853.  Of  these  two  trust 
worthy  Scotsmen,  George  Smith  made  his  home  at  the  Reform  Club  in 
London  for  many  years,  dying  there  October  7,  1899,  in  his  ninety-sec- 
ond year.  He  was  never  married,  was  leading  a  quiet  life,  and  thoagh 
possessed  of  a  fortune  of  perhaps  more  than  (50,000,000,  his  appearance 
was  more  like  that  of  a  hale  Scottish  farmer  than  a  veteran  financier. 

Alexander  Mitchell,  more  intimately  known  in  Wisconsin,  returning 
from  his  Florida  home,  died  in  New  York,  April  17,  1887,  aged  seventy. 
In  t>assing  from  this  consecutive  history  of  Wisconsin's  famous  hank, 
the  name  of  its  faithful  Cashier,  David  Ferguson,  should  not  be  for- 
gotten. He  retired  some  years  ago,  and  still  resides  in  Milwaukee,  an 
honored  octogenarian. 
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Pioneer  Pkia'Ate  BA.irKBRs  of  the  State. 

The  history  of  baiiking  in  Territorial  Wisconsin  would  be  Incom- 
plete without  tnentioQ  of  the  private  bankers  doing  business  in  their 
stive  localities  prior  to  Statehood  in  1848,  and  before  the  enact- 
ent  of  the  general  banking  law  in  1852.  These  include  the  Bank  of 
Mineral  Point,  establislied  in  1836  (failed  in  1841);  tlie  Bank  of  For 
River  Hydraulie  Company,  established  at  Depere  in  1838;  Washburn 
&  Woodman,  nt  Mineral  Point,  1846-55,  with  C.  C'.  Washlmrn  (after- 
^wards  Wisconsin's  (.Tovemor),  President  and  Cyrus  Woodman,  Cashier 
Secretary;  J.  Hodges'  Bank,  of  Platteville,  1846;  E.  D.  Richard- 
"son,  banker,  Geneva,  1848;  Samuel  Marshall,  1847,  joined  with  Charles 
F.  Usiey,  1849,  as  Marshall  &  ILsIey,  now  an  incorporated  bank;  Mason 
C  Darling  and  Keyes  A.  Darling,  of  Fond  da  Lac,  1849,  changed  to 


A  SeaaiMEs  or  Dkpusix  CuBBKiror. 


I>art!nfr,  Wright  &  Co.,  in  1851.     J.  M.  Heuienway's  Bank  of  Deposit 

and  Exchange,  Milwaukee,  1849,  which  issued  certificates  of  deposit 

for  circulation  (a  specimen  of  which  is  given  above) ;  Rock  River  Bank, 

leloit;  James  Kneelan'l  and  D.  P.  Hull,  Milwaukee;  Kellogg's  Bank, 

Oshkosh;  Levi  Blossom,  of  Milwaukee;  Ullman  &  Bell,  of  Racine, 

"and  T.  C.  Shove,  of  Manitowoc. 

In  1852  the  general  banking  law  took  effect,  having  received  a  lua- 
jrity  of  the  votes  of  the  electors  as  provided  by  the  constitution. 
Article*  XI  of  the  State  constitution  of  1849  provided  that  "theLeg- 
utlatarc'  Aiall  not  have  power  to  create,  authorize  or  incorporate,  by 
any  general  or  special  law,  any  bank  or  banking  law  or  privilege,  or  any 

Ihi8titution  or  corporation  having  any  banking  power  or  privilege  what- 
bver  eicf'pt  as  herein  provided." 
I  This  exception  was  th.at  the  question  of  "bank,"  or  "no  bank" 
Bight  be  submitted  to  a  vote  of  the  electors  at  any  general  election, 
IikI  if  «  majority  of  such  vot«s  were  for  banks,  then  the  Legislature 
Btall  have  power  to  grant  bank  charters,  or  to  pass  a  general  banking 
law  with  snch  restrictions  ai>d  under  such  regulations  as  they  may 
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deem  expedient  aud  proper  for  the  security  of  tbe  bill  bolden;  utd. 
provided,  that  no  such  grant  or  law  slaall  have  any  force  or  effect  nnril 
the  same  shall  bare  been  submitted  to  a  vote  of  the  elector*  of  iht 
State  at  some  general  election,  and  approved  by  a  uiajority  of  tlie  ^m» 
east  on  the  sabjeet  at  such  election. 

Thus  guarded  against  legii^Iutive  enactments  by  the  ooostStntiaa,  H 
requires  for  any  change,  that  first,  the  Legislature  may  pa£B  a  bill  for 
submission  to  the  popular  vote,  and  suoh  vote  must,  by  a  mnjoritj,  rat- 
ify the  act  before  it  can  become  a  law.  This  feature  of  Wi^>nMii'« 
banking  law  is  still  maintained,  and  in  recent  years  a  general  lawpuaed 
by  the  Legislature  was  defeated  by  the  popular  vote. 

ClBCULATISG  NOTBS  FROM  GBOBOIA. 

Since  banking  in  Wuconsin  comprises  the  circulation  of  bank  i 
designed  expressly  for  use  in  the  State,  a  sketch  of  tbe  Bank  of  At- 
lanta, Georgia,  properly  comes  within  the  State's  history,  tb«notMaf 
the  Bank  of  Atlanta,  behig  intended  to  take  the  place  of  the  MariMind 
Fire  Insurance  Company's  issues — "  George  Smith's  money." 

Georgia  granted  this  charter  January  27,  1&53,  with  an  autbo 
capital  of  $300,000,  comprised  of  3,000  shares,  flOO  each,  of 
George  Smith  owned  3,991  in  his  own  name,  and  the  remaining  nim 
were  owned  by  Patrick  Strachan,  W.  D.  Scott,  George  Meoti*  "mil 
Alexander  Mitchell.  Soon  distrust  of  its  methods  became  g«oenJL  aikl 
a  resolution  of  the  Legislature  of  Georgia  requested  the  8ollaltm>0<B 
eral  to  inquire  into  its  manner  of  business;  but  that  offloer  fosod  { 
violation  of  charter. 

Wiiile  at  this  time  all  other  Georgia  bank  notes  were  quotod  in  '. 
York  city  at  five  per  cent,  discount,  Mr.  Smith  arranged  to  b«**l 
Atlanta  notes  redeemed  there  at  only  1 J  per  cent,  discount.  This] 
them  generally  current  in  Wisconsin  and  Illinois;  but  waxfara 
meuoed  against  the  Bank  of  Atlanta  and  several  runs  were  in 
made.  While  the  bank  never  failed  to  redeem  its  paper  an 
the  owner  became  tired  of  the  annoyance  and  wound  up  its  aflain  ii 
1855,  tbe  banks  of  Wisconsin  by  this  time  fuminhing  its  rt^aired  avt 
rency.  Banking  on  assets  without  security,  th«<  Atlanta  uotiiMciieiihtid 
tlironghout  northern  Illinois  and  Wisooadn  for  three  yeata 
loss  to  the  holders. 

TBB  GBItBIUL  BAKKUrO  LAW. 

Chapter  479  of  tbe  General  Laws  of  Wisconiun,  18A8,  proridtd  lor  • 
Comptroller,  first  to  be  appointed  by  the  Governor,  then  to  he  W«4^ 
for  ttterui  of  two  years.  Rankscould  orgauiic  with  n  rnptal  of  $•,•• 
and  not  to  exceed  $500,(K)(t,  and  do  a  geuerjil  I  : unioaia  «■' 

issue  notes  to  bo  secured  by  a  deposit  with  (!.■  rr«-».«ur'f  "'^ 

Unite<l  States  or  State  Wnds,  or  Wisoon-'in  mllruad  Ihji 
not  exceeding  par,  such  value  based  on  the  New  Yorn.  iiuLnw^i  'c"  — 
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Individual  bonds  were  required  to  cover  an;  depreoiatiou  of 
Jae  in  tbe  State  bond  securities,  and  the  Bank  Comptroller  was 
luthorized  to  call  for  additional  public  bonda  at  any  tinje  he  deemed 
tlie  security  insufficient.  Annual  reports  were  to  be  made;  securities 
eoald  bt<  withdrawn  by  depositing  an  equal  amount  in  specie,  or  of  the 

Isiri-uluting  note's,  and  upon  returning  ninety  percent,  of  its  circulation, 
Wt  opecie  being  deposited  instead,  it  could  close  business.  Interest  on 
l>anB  was  limited  to  ten  per  cent.  Stockholders  were  individually  Ua- 
lle  to  the  auiount  of  their  shares  for  all  the  indebtedness  of  the  bank. 
Thes«  provisions,  with  others,  of  minor  importance,  embraced  in  the 
I  act  of  1852,  were  submitted  to  the  electors  and  approved  at  the  general 
^^lection  in  November  of  that  year. 

^H  Chapter  sixty-nine  of  the  General  Laws  of  1853,  prohibited  the  issu- 
ance or  passing  of  any  bills,  notes  or  oertiBcates  of  dep>o8it  not  author- 
ized by  the  express  law  of  soiue  State  (designed  to  cut  out  the  Wiscon- 
sin Marine  and  Insurance  paper),  the  United  States  or  Canada,  and 
redeemable  in  current  gold  or  silver  coin  at  the  place  of  issuance,  and 
no  one  to  pay  sums  in  bills  of  less  denomination  than  Ave  dollars,  in 
bills  issued  outside  of  the  State.  Chapter  thirty-four  of  the  laws  of 
tbe  following  year  (1854)  repealed  the  five  dollar  limit  as  previously  en- 
acted. 

Chapter  Forty-seven,  Laws  of  1855,  gave  the  Comptroller  power  to 

more  effectually  secure  the  people  from  loss  on  bank  circulation;  then 

^Bor  two  years,  while  the  wildcat  banks  were  organizing,  the  laws  re- 

^Hnained  unchanged,   but  in  1858,  Chapter  ninety-eight  of  that  year, 

amended  the  general  law,  striking  out  railroad  bonds  for  security,  and 

^^equired  that  bondsmen  for  the  stockliitlders  must  be  citizens  of  Wis- 

^Bonsin,  and  that  banks  could  only  be  located  in  towns  of  not  less  than 

^^800  voters,  and  must  have  an  office  of  redemption  in  such  town;  the 

legal  rate  of  interest  was  fixed  at  ten  per  cent.,  the  manifest  purpose  of 

Chapter  47,  of  1855.  being  to  suppress  the  wildcats. 

Chapter  242  of  the  Laws  of  l&Gl  allowed  circulation  for  the  par  of 

bonds  (admitted  as  security)  which  had  been  above  par  for  the  la.st  six 

months  in  New  York,  and  on  those  below  par,  but  ninety  per  cent,  of 

the  average  market  price  for  that  time  was  allowed,  and  the  Governor, 

^■Secretary  of  State  and  Bank  Comptroller,  after  December  1,  1861  (the 

^Bror  then  affecting  Southern  bonds),   were  given  the  right  to  reject 

^^kny  securities,  and  accept  only  Wisconsin  State  bonds — limited  to  t'lOO,- 

I^^OO  by  the  constitution — and  United  States  bonds — the  banks  outside 

of    Madison  and  Milwaukee  to  appoint  redeeming  agents,  etc.,  eto. 

These  amendments  were  submitted  to  the  electors  in  November,  1861, 

and  then  approved.     Chapter  203,  Laws  of  1862,  reduced  the  legal  rate 

j>f  interest  to  seven  per  cent.,  except  where  contracted  it  might  be  at 

k  rate  not  exceeding  ten  per  cent. 

Chapter  102,  Laws  of  1866,  provided  for  taxing  bank  shares,  in  con- 
anuity   with  the  National  bank  system.     In  1868  the  office  of  Bank 
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Comptroller  was  abolished  and  the  duties  devolved  upon  the  State 
TreaHorer.  Chapter  381,  Laws  of  1876,  provided  for  the  organization 
of  Savings  banks,  and  Savings  societies. 

In  1886  the  law  provided  that  no  person  should  use  the  name  of 
"  bank  "  or  "  banking  bouse  "  without  ^ving  the  name  or  names  of 
persons  engaged  in  such  business. 

Provision  for  State  Ezamutation. 

Without  reference  to  the  vote  of  the  electors,  the  Legislature  (by 
Chapter  291,  Laws  of  1895),  provided  for  a  Bank  Examiner  to  be  ap- 
pointed by  the  State  Treasurer,  with  the  Gk>vemor's  approval,  to  hold 
the  office  five  years ;  one  who  shall  examine  all  State,  private  and  Sav- 
ings banks,  including  every  banking.  Savings  or  trust  institation  in  the 
State  receiving  money  on  deposit.  Three  reports  are  to  be  made  to  the 
examiner  when  called  for  each  year.  The  only  power  given  this  offlcor 
is  that  of  imposing  a  penalty  of  $100  a  day  for  not  reporting,  but  with- 
out authority  to  control  the  bank's  affairs,  or  do  anything  more  than  to 
publish  a  poor  statement  and  thus  warn  the  public. 

The  cost  of  the  examination  of  banks,  with  access  to  books  and  pa- 
pers, ranges  from  $15  to  $50,  according  to  the  capital  and  surplus  of  the 
institution.  While  this  act  gives  an  officer  authority  to  learn  a  bank's 
condition,  it  confers  on  him  no  practical  or  effectual  means  of  remedy- 
ing any  wrong,  as  the  examiner  can  neither  close  nor  take  possession  of 
an  insolvent  bank. 

At  this  period  Wisconsin's  general  banking  law,  framed  as  it  was 
originally  for  the  security  of  the  bill  holders — and  nothing  else,  had, 
with  the  exception  of  the  immerous  acts  of  the  Legislature,  hereinbe- 
fore enumerated  (none  of  which  afforded  much  improvement  for  the 
security  of  stockholders  or  depositors)  called  for  a  new  general  law  more 
in  keeping  with  the  advanced  conditions  of  all  business,  and  through 
the  efforts  of  the  State  Bankers'  Association  was  secured  the  passage  of 
Chapter  303,  Laws  of  1897,  for  submission  to  the  electors,  the  provi- 
sions of  which  conformed  in  many  respects  to  the  National  Banking 
Law ;  and  though  more  liberal  in  allowing  loans  to  a  limited  amount 
upon  real  estate,  was  better  guarded  against  the  improper  use  of  bank 
funds  by  officers,  directors  and  employees  of  the  institution — requiring 
a  vote  of  the  directors,  to  appear  of  record,  approving  of  any  loans  to 
such  persons ;  but,  the  electors,  not  comprehending  the  safeguards  to 
both  stockolders  and  depositors,  with  some  bankers  who  disliked  the  re- 
strictions, defeated  tiie  law  by  a  vote  of  86,872  for  and  92,607  against 
the  revised  banking  law,  leaving  it  still  "for  the  security  of  the  bUl 
holders,"  though  the  bills  have  long  since  been  taxed  out  of  existence. 

Following  legislation  thus  for  sixty  years,  it  will  be  seen  that,  not- 
withstanding the  many  acts  passed  affecting  the  banking  business, 
such  as  could  be,  without  submission  to  the  electors,  the  general 
banking  law  in  itself,  for  the  organization  and  conduct  of  banks,  has 
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en  luateriully  rhanged,  though  days  of  ^rneo  and  laws  hi  relatiou 
to  commerciul  paper  have  been  bettered,  and  "wildcuttinK"  suppressed. 

WtLDCAT  Bajtss  Bkscribku. 

New  York  having  had  its  experience  with  free  banknig,  allowing  real 
te  seeurity  ns  a  basis  for  bank-note  circnlation,  and  Michigan  U» 
8  witii  "red  dog"  bank  notes',  Wisconsin,  after  the  enactment  of  its 
neral  bankini?  laws,  cauie  to  tlie  front. 

With  many  legitimate  institutions,  both  private  and  organized  banks, 

e  field  was  open  to  the  speculator  for  organizing  under  the  law  banks 

ilely  for  the  purpose  of  issuing  circulating  notes,  which  at  the  tiu«e  (na 

ted  iu  the  order  of  legislative  action),  required  security  to  be  depos- 

;1  with  the  State  Trea-surer  in  the  form  of  United  States  bonds,  Wis- 

nsin  State  bonds  and  of  other  State  bonds  which  inul  not  defaulted 

the  payment  of  uitorcst,  the  latter  flaj»s  to  be  taken  at  the  Now  York 

market  quotations;   and  as  the  bonds  of  the  Southern  States  were 

always  the  lowe«t  priced,  these  were  chosen  and  deposited  for  the 

notes  to  be  had. 

To  become  a  bank,  and  a  bank  President,  required  but  little  capital, 
b^Mie  method  generally  being  to  arrange  with  some  responsible  bank  or 
^^Berson  to  advance,  say,  five  per  cent,  of  the  capital  stock  named,  who 
^^fer  thii*.  would  puroliuw^  tlie  bonds  as  selected  by  the  now  banker, 
^^fed  deposit  tiiem  in  the  name  of  the  bank,  get  the  notes  printed,  and 
^^■le  Comptroller  to  countersign  them;  this  done,  the  officers  would  sign 
^^"•Prest."  and  "Cashier,"  and  with  the  full- tledged  paper  pay  for  the 
bonds,  the  price  ranging  from  eighty  to  ninety  cents  of  tlieir  pur.  Per- 
sonal bonds  were  required  to  cover  any  loss  on  the  value  of  the  bunds 
put  up,  and  where  the  market  fell  o3  the  Comptroller  would  call  to 
have  the  necessary  additional  security  deposited. 
^^  Thus  a  bank  with  $lOO,iKK)  capital  could  be  created  with  not  to  ex- 
^^ked  on  outlay  of  95,000,  often  less,  according  to  the  commission  charged 
^Hbr  advanchig  the  money  for  bonds,  plate  and  printing.  With  Missouri 
^^knds  at  eighty  cents,  the  investment  yielded  from  Hfteen  to  twenty 
^Ber  cent. 

^B    These  banks  were  usually  located  in  inaccessible  places,  many  in  the 
northern  wildeme.^s,  where  white  men  seldom  trod,  and  only  an  Indian 
guide  could  And.    In  some  instances  they  were  located  within  an  Indian 
reHervation,  and  had  but  a  shanty  for  a  bank.    This  condition  could  not 
g  ctmtinue  unmolested.  The  discount  on  the  notes  depended  upon  the 
get-at-able"'  location  of  the  bank.     The  notes  being  redeemable  in 
g«jld,  were  picked  up.  a.«.sorted,  and  the  co-called  "carpet-bagger"  sent 
lut  by  the  brokers  to  demand  the  coin,  provided  he  could  find  the  bank, 
metiuies,  when  coming  too  near,  a  woodsman  on  the  watch  would 
leet  him,  and  by  intinndation  or  threat  the  hunter  for  coin  would  re- 
his  hteps.  without  venturing  to  make  his  demand. 
Oradually,  as  the  laws  show,  the  "wildcat"  was,  both  by  legislation 
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and  tbe  rapid  settlement  of  the  oonntry,  together  with  the  Inereadng 
issues  of  Intimate  banks,  and  their  determination,  driven  from  tlie  Held. 
In  August,  1858,  the  bankers  of  Cliicago  refused  to  receive  the  issues 
of  twenty-seven  Wisconsin  banks,  many  of  wliich  liad  no  local  hatata- 
tion,  but  liad  simply  the  name  of  some  winter  lomber-oamping  pboe 
high  upon  the  tributaries  of  the  Wisconsin  and  Chippewa  rivers,  owned 
by  non-residents  and  ofBcered  by  straw  men.  The  bnaineea  men  of 
Milwaukee  returned  the  compliment  by  refusing  the  notes  of  banks  of 
similar  character  in  Illinois. 

Bankers'  MBBTiNa  to  Sbcubb  Rbforu  ov  the  Bankiso  Ijlw& 

In  1858  a  committee  of  bankers,  consisting  of  N.  B.  Van  Slyke, 
Samuel  Marshall  and  M.  S.  Scott,  appointed  at  a  former  meeting  to 
recommend  desirable  changes  in  the  banking  law,  reconunended  that 
the  value  of  stocks  or  bonds  deposited  for  circulation  must  be  five  per 
cent,  in  excess  of  the  market  price ;  that  railroad  seoorities  coold  not  be 
taken ;  that  stockholders'  bonds  should  be  given  by  citizens  of  tbe  State; 
that  bank  capital  might  be  reduced  to  not  less  than  985,000;  that  banks 
could  relinquish  business  when  eighty  per  cent,  of  their  circnlation  was 
returned,  and  that  three  years  after  notice  of  this  fact  had  expired  all 
securities  except  the  personal  bonds  could  be  withdrawn,  all  of  whiefa 
amendments  became  laws.  In  1859  came  another  grievance,  that  of 
getting  bank  notes,  particularly  the  "  wildcat"  notes,  redeemed. 

First  Gbnbral  Conybntion  op  Bankers. 

What  is  believed  to  be  the  first  general  convention  of  bankers  met 
In  Milwaukee  August  10,  1859,  ''for  the  purpose  of  considering  and 
planning  in  detail  a  system  and  practical  method  of  protecting  the 
credit  of  the  currency  of  Wisconsin  banks; "  in  other  words,  to  have  a 
Bank  of  Mutual  Redemptions.  After  considerable  discussion  and  tbe 
adoption  of  several  sound  resolutions,  when  it  came  to  the  test,  and 
the  constitution  with  by-laws  setting  forth  its  principles  was  presented 
at  a  subsequent  meeting,  the  "  wildcat "  element  prevailed  and  the  pro- 
ject failed. 

Less  than  two  years  after,  with  the  firing  of  the  first  gun  at  Fort 
Sumter,  all  Southern  securities  rapidly  decUned,  and  the  banks  of  meie 
circulation  being  unable  to  keep  up  their  mar^  for  security,  were 
finally  driven  to  the  wall,  and  with  the  Civil  War  ended  the  "  wildcat" 
banks  of  Wisconsin. 

The  securities  depreciating  from  twenty  to  forty  per  cent,  were  sold 
to  apply  towards  redeeming  the  outstanding  notes,  and  the  deficiency, 
so  far  as  possible,  collected  from  the  bondsmen  for  the  several  banks, 
many  of  whom  proved  by  that  time  irresponsible,  with  consequent  loss 
to  the  bill  holders.  Bank  failures  elsewhere,  as  in  Wisconsin,  created 
general  distrust,  and  the  demoralization  of  the  currency  of  the  West 
and  Northwest  was  so  great  throughout  the  entire  region  that  deposi- 


MIDDLE  STATES. 


749 


are,  not  daring  to  hold  bills  over  night,  would  bring  In  their  currency 
deposits  eeveral  times  during  a  day,  lest  it  die  on  their  bands,  or  at 

L^est,  And  a  heavier  discount  from  day  to  day.     It  was  not  so  much  the 

^Hb:k  of  ultimate  tiecurity  as  a  proper  provision  for  immediate  redemp- 

^Hlon  wliich  reuded  to  discredit  the  notes. 

^V  Although  banks  received  tills  currency  at  such  rate  as  they  thought 
safe,  and  assorted  their  tills  with  the  closest  care,  they  usually  found 
the  next  day  more  or  less  to  throw  out  as  impassable,  if  not  worthless, 
not  only  issues  of  their  own  State,  but  from  Maine  to  the  Qulf  States. 
Brokers  gained  by  the  people's  losses.  How  little  do  the  people  of  to- 
day appreciate  the  value  of  a  uniformly  secured  and  readily  redeema- 
ble currency,  such  as  they  now  have.  Then  exchange  on  Eastern  money 
centers  ranged  from  two  to  Ave  per  cent.,  and  what  cost  $50,  is  now  to 
be  bad  for  a  single  dollar,  and  a  silver  dollar  at  that !  It  was  a  com- 
mon practie«  with  thoee  going  East  to  take  two  or  three  kinds  of  bank 
notes,  such  as  would  go  current  in  the  States  through  which  they  passed. 
No  good  New  York  or  New  England  bill  would  be  spent  west  of  Ohio. 
East  of  there  it  was  equivalent  to  gold.  Gold  only  would  purchase  the 
public  lands,  and  the  loss  to  settlers  in  their  buying  homes  was  sorely 
It.     Currency  would  buy  bread  and  butter,  but  not  Government  land. 


Chasobs  Wrodqht  by  thk  Civil  War. 


^«elt 

^1     Money  matters  bad  become  somewhat  settled  for  two  or  three  years, 
^Krben  the  Civil  War  came,  causing  enormous  Government  expenditure, 
^Firhich  advanced  prices,  induced  speculation,  and  affected  Wisconsin  in 
common  with  all  other  Northern  States.     Meanwhile  banks  fiourifihed, 
and  until  the  passage  of  the  National  Bfuik  Act,  there  was  a  clear  field 
for  banking  generally ;  bankers  then  soon  availed  themselves  of  the  ad- 
vantages of  the  new  system  and  there  vntm  a  decline  of  the  State  banks. 
The  National  banks  were  not  subject  to  local  taxation,  as  the  share- 
holders were  not  then  taxed.     With  seven-thirty  United  States  bonds 
as  a  basis  for  circulating  notes,  and  other  currency  taxed  out  of  exist- 
ence, loans  commanded  ten  per  cent,  interest,  with  fair  rates  for  ex- 
change and  less  competition,  and  banking  was  profitable.  Subsequently, 
for  a  time  the  law  taxed  deposits,  then  the  shareholders — practically 
taxation  of  the  bank  by  the  State — and  with  the  retirement  of  the 
higher  priced  United  8tat€8  bonds,  together  with  the  increasing  bur- 
dens and  restrictions  placed  upon  National  banks,  and  not  upon  State 
banks,  a  preference  was  created  for  the  State  system  whose  privileges 
are  not  oSaet  by  restraints,  such  as  the  limitation  on  loans  and  the  re- 
ta^triction  in  regard  to  taking  mortgaged  security  on  real  estate — a  form 
^^f  security  especially  desirable  in  an  agricultural  community-,  hence, 
'      outride  of  eomiuercial  centers,  State  banks  in  Wisconsin  have  become 
a  more  popular,  profitable  and  independent  investment  for  banking 
capital. 
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PAincs  Ksm  Thbir  Efpkct  on  thk  Bahks. 

The  first  panic  to  aSect  WisoonsiD  was  that  of  1867,  which  owing  to 
the  depreciated  character  of  the  local  currency  was  more  serioosly  felt 
than  in  the  East;  the  number  of  bank  failures  was  conseqaently  greater 
than  in  the  older  States;  "  the  protection  of  the  bill  holders"  so  strena- 
ously  looked  after,  failed  to  "protect"  the  holders  of  wildcat  bills  in 
cironlation. 

Next  came  the  panic  of  1863,  occasioned  by  the  Civil  War  when  the 
qnestlon  of  ways  and  means  to  enable  the  Qovemment  to  carry  on  its 
straggle  for  existence  was  most  imminent;  this  period  of  financial  dis- 
aster was  more  alarming  in  the  East  than  in  the  West  Wisconsin  felt 
bat  a  ripple  from  the  New  York  wave,  becaase  prices  of  all  farm  fwo- 
ducts  doubled,  wheat  more  than  kept  pace  with  the  price  of  gold,  and 
for  the  time  being  the  agricultural  communities  prospered. 

The  panic  of  1873,  said  to  be  the  most  disastrous  of  the  oentoiy, 
commenced  September  18,  by  the  failure  of  Jay  Cooke  &  Co.,  followed 
by  many  of  the  most  prominent  bankers  and  brokers  in  New  York,  was 
less  felt  in  Wisconsin  than  the  preceding  ones  of  '63  and  '63.  Not  only 
did  the  banks  suffer  less,  but  the  distress  was  not  so  great  in  comme^ 
cial  lines ;  there  being  in  the  State  only  eighty-one  commercial  failures 
for  $1,574,000 — a  small  proportion  as  against  5, 183  failures  for  $229, 000,- 
000,  in  the  entire  country.  It  was  a  decided  collapse  of  the  stock  and 
bond  market.  Such  was  the  pressure  that  in  September,  Milwaukee 
and  St.  Paul  common  stock  fell  from  fifty-one  to  thirty.  Union 
Pacific  from  27\  to  17i,  and  Missouri  State  6'8  from  92i  to  84.  Banks 
failed  all  over  the  country,  affecting  Wisconsin  as  little  as  any  locality, 
there  being  no  question  of  the  currency,  nor  doubt  regarding  the 
Nation's  financial  strength.  Unlike  the  recent  fright  of  1893,  which 
was  not  attributable  to  bank  circulating  notes,  nor  in  any  great  degree 
to  stock  speculations,  but  the  fear  of  Congressional  action,  or  inaction 
on  the  vital  issue  of  a  gold  or  silver  basis,  the  wavering  of  this  balance 
between  the  metals,  the  fear  of  our  Government  settling  to  a  silver 
basis,  shook  confidence  from  the  minds  of  most  experienced  financiers, 
and  many  banks  that  were  sound  under  ordinary  circumstances  were 
forced  to  suspend  ;  bank  runs  prevailed,  gold  was  sought  and  boarded, 
money  demanded  without  need—  in  short,  the  Nation's  financial  policy 
was  in  doubt.  Its  credit  was  at  stake,  and  as  a  consequence  the  people 
distrusted  everything.  The  combined  Wisconsin  banks  at  that  time  bad 
$16,840,000  cash,  against  §70, 578, 000  deposits,  while  with  but  $10,612,000 
ready  money  against  $92,151,000  deposits,  at  the  present  time  (1899)  say 
with  six  millions  more  money  and  twenty-two  millions  less  deposits  in 
1893,  than  in  1899,  confidence  reigns  serene. 

The  combined  capital  stock  of  the  State  banks  in  1863,  $3,497,000, 
fell  off  in  1873  to  $715,000,  while  the  deposits  of  1873  were  a  million 
greater  than  in  1863. 
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None  of  the  earliest  tumkere  of  the  Territory  are  now  in  the  bosi- 
nesa,  and  but  few  of  those  of  1858  are  to-day  thus  engaged.  Of  George 
Smith  and  Alexander  Mitchell,  mention  has  been  made;  of  the  once 
familiar  names  are  Daniel  Wells,  Edward  D.  Holton,  Charles  D.  Nash, 
A.  O.  Haggles,  Henry  Strong,  C.  C.  Washburn,  H.  S.  Durand,  J.  Q. 
Ingbosch,  J.  D.  Bexford,  L.  C.  Hyde  and  others,  now  gone ;  while 
Samuel  Marshall,  Charles  F.  Ilsley,  B.  B.  Northrop,  Daniel  Jones,  Hoel 
H.  Camp,  N.  B.  Van  Slyke,  and  perhaps  a  few  others,  still  remain  in 
harness,  realizing  as  they  must  how  conditions  have  changed,  facilities 
increased,  business  magnified  in  importance  and  amount,  with  greater 
risks  assumed  than  when  the  debtors'  responsibility  was  better  known ; 
rails  and  wires  having  shortened  the  distance  and  time,  and  men  wonder- 
ing if  in  another  haU-century  there  can  be  the  same  progress  and  pros- 
perity as  in  the  fifty  years  Just  past. 

CTuirtered  State  Banks  in  Wisconsin  as  Reported  in  Decades. 


TBAB8. 


18S8. 
1863. 
1878. 
1883. 
1893. 
1899. 


^3 
^1 


itt 

36 
119 
138 


Capital. 


$530,000 
8,497,000 
716,000 
1.649,000 
6,806.000 
6,863,000 


Cath. 


$340,000 
616,000 
870,000 

1,766,000 
10,064,000 

4,095,000 


Dut  flrom 
bantu. 


$198,000 
1,472,000 
1,434,000 
2,830,000 
5,714,000 
9,141,000 


$636,000 

5.062,000 

5,468,000 

13,661,000 

82,637,000 

24,859.000 


DtpoHU. 


$397,000 

6,274,000 

6.200,000 

14,647,000 

37,826,000 

37,491,000 


Private  Banks  From  Date  qf  First  Required  Reports  Furnished. 


TK4BS. 


1883. 
1893. 
1899. 


ITo.of 
Umkt. 

capiua. 

77 
122 
114 

$960,000 
1,177,000 
1,022,000 

Due  from 
ianki. 


$1,322,000     $1,604,000     $5,011,000 
827.000 
925,000 


865,000       4,950,000 
I 
2,150,000  I    6,843,000 


DtpoiiU. 


$6,381,000 
6,629,000 
7,880.000 


The  Only  Savings  Bank   From  Date  qf  First  Required  Report 

Furnished. 


YXAB8. 

^n^;.;  ^-^«»'- 

CatK. 

Due  from 
banks. 

Loan*. 

Depoiilt. 

1888  

1    

1  j  

$1,249 
3.419 

$11,621 
34.525 

$166,000 
212,969 

$190,691 
880,240 

1899 

76« 
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Combined  National,  State,  Private  and  Savings  Banks,  January  1, 1899. 


•BANKB. 

CapUM. 

Cath. 

l>ue/tofm 
banks. 

Zoom. 

DtpotOt. 

dr. 
CHta«<m. 

NaUonal 

State 

(9,660,000 
6,863,000 
1,082,000 

(5.589,000 

4,095.000 

926,000 

3,000 

(3.997,000 

9.141,000 

3,150,000 

34,000 

(38,574,000 

24.869,000 

5,348,000 

212.000 

(46,400.000 

37,491,000 

7380,000 

380,000 

O3UV000 

Private 

Sartnga 

TotaL 

(17,545,000 

(10,613.000 

(16,333,000 

(68.988.000 

(83.151,000 

9tfiVK«l» 

'  At  the  date  of  this  report  there  vere  serenty-seTen  National  banka.  US  StMe  biaki^ 
114  prlrate  banka  and  one  Savlnga  bank,  a  total  of  836  InatttoUona. 


State  Banks,  I8S8-I846. 


YtABB. 

^5 

a 

3 
2 

1 
1 
1 

Loans  and 
dUeounti. 

apoeU. 

Capital  tlook. 

CtmOatlitn. 

l>Vtt*. 

1838 

(153.676 

281.624 

133,670 

224,365 

68,789 

(83,494 
65,680 
41.397 

(119,636 
139,136 
100,000 
100,000 
331.475 

(141.868 

236,678 

109,186 

90,306 

313,479 

100,987 
9,W1 

1889 

1840 

1841 

17414 

1846 

96.967 

129  636 

NationaJ.  Banks. 
Figurea  are  in  thousands  of  dollars. 


TEAB8. 

No.  of 
banks. 

Leans 
and  dis- 
eounts. 

F.  S. 
bonds. 

CasK 

andeasK 

items. 

CapttoL 

Padt. 

vid*d 

pntfU*. 

Out. 
slondint 
etreuta. 

Hon. 

jndi- 
vMwt 
d»p$$tts. 

1863 

1868 

1873 

1878 

1883 

1888 

1893 

1899 

1 
36 
45 
38 
45 
69 
81 
78 

(162 

4,537 

8,232 

7.386 

13,842 

19,165 

26,024 

47,166 

(67 
3,559 
3,879 
2,987 
3,167 
2,424 
2,819 
4,121 

(146 
1,976 
1,931 
1,660 
2,641 
3,097 
6,538 
6,304 

(200 
2,860 
8,566 
3,266 
4,035 
5,680 
9,319 
9,660 

(560 
944 
965 
1,031 
1,680 
2,284 
2,304 

(1 
271 
821 
360 
637 
790 
M26 
876 

(3.448 
8.007 
1.969 
3,188 
1,513 
3,088 
3.670 

(362 

4,778 
7,366 

e.»7 

14.48« 
17374 
36,464 

68374 

MILDLE  STATES. 


763 


MINNESOTA. 


Minnesota  formerly  constituted  a  part  of  Wisconsin  Territory.  The 
egislnture  of  Wisconsin  in  the  General  Laws  of  1852  entitled  "  An  act  to 
|uthoriz&  the  business  of  banldug,"  placed  the  business  onder  the  con- 
}1  of  the  Bank  CoiuptiMller,  who  was  an  elective  officer.  This  act 
rovided  for  the  issue  of  bank  notes  upon  the  deposit  with  the  State 
Treasurer  of  United  States  and  State  stocks,  which  had  not  for  a 
?riod  of  six  months  previous  been  sold  below  par  on  the  New  York 
Stock  Exchange;  also  stocks  of  railroads  within  the  State  of  Wisconsin, 
bearing  interest  at  not  less  than  seven  per  cent,  payable  semi-annually, 
le  law  also  provided  for  the  carrying  on  of  the  banldng  business. 
The  Wisconsin  laws  were  made  applicable  to  banks  and  similar  oor- 
orations,  under  the  provisions  of  the  organic  act,  and  these  laws  were 
ilosely  followed  by  the  first  Legislature  of  the  new  State  of  Miiuiesota. 
The  constitution  of  Minnesota  was  adopted  April  15,  1858,  and 
dele  nine  authorized  the  Legislature  to  pass  by  a  two-thirds  vote  a 
gejieral  banking  law  with  several  restrictions,  and  also  provided  for  the 
lation  of  the  property  of  baniu  and  bankers.  * 

Thb  First  Ba^^kixq  Law  of  thk  Statk. 

At  the  first  sessioD  of  the  Legislattire  of  the  State  of  Minnesota  was 
lacted  Chapter  thirty-two  of  the  laws  of  1858,  being  "  An  act  to  autho- 
I  and  regulate  the  business  of  banking,^'  which,  as  amended  at  the 
same  session,  became  the  foundation  of  the  banking  legislation  of  the 
}tate.  This  act  provided  for  an  issue  of  bank  notes  on  the  basis  of 
,  deposit  of  public  stocks  of  the  United  States  or  Minnesota,  or  of  any 
ler  State,  which  stocks  should  not  have  been  sold  at  less  than  par 
the  New  York  Stock  Exchange  within  six  uionth.s  preceding  the 
date  of  deposit.  The  amount  of  issues  authorized  was  ninety  per  cent, 
of  the  actual  value  of  such  stocks.  The  minimum  capital  stock  with 
wliich  a  bank  might  be  incorporated  was  $25,000,  and  no  incorporation 
was  to  be  allowed  for  a  bank  in  a  town  of  less  than  200  inhabitants. 

The  supervision  of  banlung  was  placed  under  the  State  Auditor  and 
elaborate  provisions  were  made  for  the  incorporation  of  banks  to  issue 
AOtes,  and  alM)  regarding  the  rights  and  powers  of  stockholders  and 
epositors.  Quarterly  reports  were  required  and  it  was  also  provided 
ii  Interest  should  not  exceed  fifteen  per  cent,  per  annum. 
Id  defiance  of  the  law  the  banks  organized  were,  in  many  cafies, 
at  inaccessible  points,  and  the  profits  of  the  business  were 
it  to  be  derived  from  Interest  upon  the  bonds  which  were  pledged 
I  security  for  the  circulation,  and  which  were  bought  in  small  parcels, 
And  paid  for  by  the  circulation  as  fast  as  it  was  issued.  This  privilege  was 
gnuited  nnder  the  provisions  of  Chapter  twenty  five  of  the  general  laws 
1860,  wluch  also  increased  the  amount  of  issue  to  ninety-flve  per 
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cent,  of  the  ourrent  valae  o'f  said  stock  on  the  Stock  Exchange  of  New 
York.  A  small  deposit  in  New  York  provided  for  the  redemption  of 
such  bank  notes  as  might  find  their  way  there,  the  notes  being  imme- 
diately placed  in  circolation  after  being  redeemed.  Chapter  fcwty-seTen 
of  the  general  laws  of  1861  authorized  the  acceptance  by  the  State  Aad- 
itor  of  securities  of  the  United  States  bearing  interest  at  not  less  than 
five  per  cent ;  heretofore  the  rate  required  was  six  per  oent. 

A  law  was  passed  in  1864  providing  that  securities  were  not  to  be 
withdrawn  without  the  consent  of  the  Auditor  and  (SovenKM*,  and 
farther  that  when  they  became  insufficient  for  the  redemption  of  the 
circulating  notes,  the  Auditor  might  receive  the  dividends  and  interest  on 
such  securities,  this  having  heretofore  been  collected  by  the  parties  who 
had  issued  the  circulating  notes.  The  act  farther  provided  that  no  part 
of  the  securities  or  interest  thereon  should  be  applied  to  the  paymmt 
of  fees  for  protesting  the  circulating  notes,  secured  by  sach  seearitieB. 

An  act  passed  in  1865  provided  for  the  conversion  of  State  banks 
into  National  banks.  The  State  Auditor  was  authorized  to  surrender 
to  the  National  bank  the  securities  deposited  by  the  State  bank  upon 
deposit  with  him  by  the  National  bank  of  an  amount  of  lawful  money 
equtd  to  the  amount  of  outsteuiding  notes  of  said  State  bank,  to  be 
held  and  applied  by  him  to  the  payment  of  such  outstanding  notes. 

For  the  ten  years  ending  December  31,  1868,  twenty-four  banks  had 
been  organized,  all  of  which  had  discontinued,  and  at  the  close  of  1868 
there  were  no  State  banks  doing  business  in  the  State  of  Minnesota. 

Baitk  of  thk  Statb  of  Minnesota. 

"*  The  Bank  of  the  State  of  Minnesota,  the  first  bank  formed  under 
the  Minnesota  banking  laws,  was  organized  at  St.  Paol  on  October  1, 
1858.  Its  officers  had  been  engaged  in  the  banking  business  for  many 
years,  and  its  location  at  the  capital  of  the  State,  where  it  could  be 
easily  reached  for  the  redemption  of  its  notes,  indicated  that  the  pn^ts 
of  a  legitimate  business,  rather  than  those  arising  from  the  interest  oa 
bonds,  were  sought  by  its  organizers.  The  capital  stock  of  $25,000  waa 
all  paid  in,  and  was  owned  principally  by  Sewell,  Ferris  &  Co.,  of  New 
York,  who  were  the  New  York  correspondents  of  the  bank,  and  who 
were  ranked  as  men  of  abundant  capitaL  The  bonds  deposited  to  se- 
cure the  circulation  were  the  Minnesota  eight  per  cents,  the  issue  of 
which  was  limited  by  the  constitution  of  the  State  to  8250,000.  These 
bonds  never  fell  below  par  at  the  New  York  Stock  Exchange. 

The  State  University,  in  1858,  issued  $40,000  of  university  bonds, 
bearing  ten  per  cent,  interest  and  secured  by  mortgage  upon  the  lands 
donated  by  Congress  for  a  State  university,  which  lands  were  then 
owned  by  tlie  State.  Being  so  secured  the  contention  was  urged  by 
those  who  desired  to  use  tlieni  for  banking  purposes  that  they  were 

*The  information  In  regard  to  the  Bank  of  the  Stat<>  of  lUimeaota  was  fumialicd 
by  Mr.  N.  P.  LauKford,  who  was  an  o£Boer  of  tba  bank. 
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bonds.  On  October  29,  1858,  Hon.  C.  H.  Berry,  Attorney-Gen- 
eral of  the  State,  in  an  opinion  addressed  to  Governor  Sibley,  said: 
"The  State  of  Minnesota  is  bound  for  the  redemption  of  these  bonds, 
and  they  are  to  be  regarded  as  State  stocks  receivable  by  the  Auditor 
on  deposit  as  a  basis  for  banking."  Tins  opinion  having  settled  affirm- 
atively the  question  whether  the  State  Auditor  might  properly  receive 
these  bonds  as  a  basis  for  bank  circulation,  the  whole  issue  was  por- 
ehased  by  Sewell,  Ferris  &  Co.,  and  bonds  to  the  amount  of  $10,000 
were  de[Kt8ited  with  the  State  Auditor,  but  no  eirculation  was  issued 
jpou  them  at  that  time;  and  soon  afterwards  ^10,000  of  the  Minnesota 
Ight  per  cent,  bonds,  heretofore  deposited,  were  withdrawn,  leaving 
15,000  of  the  Minnesota  eight  per  cents  and  $10,000  of  the  university 
en  per  cents  as  security  for  the  circulation  of  the  bank.  This  was  in 
lect  a  substitution  of  $10,000  of  the  university  bonds  for  $10,000  of  the 
'Uinnesota  eight  per  cents.  The  faith  of  the  State  of  Minnesota  had  not, 
however,  been  distinctly  pledged  for  the  jjayment  of  the  university 
bonds.  When,  therefore,  they  were  afterwards  sold  for  the  redemption 
^of  the  notes  issued,  their  market  value  dropped  from  nearly  par,  the 
price  which  the  University  of  Minnesota  sold  them  for,  to  twenty-two 
?nts  on  the  dollar.  These  bonds  were  afterwards  all  redeemed  or  pur- 
eliased  by  the  State  University.  Sewell,  Ferris  St  Co.  became  involved 
iu  dj.sastrous  stock  speculation  in  New  York,  which  resulted  in  their 
failure  in  October,  1859,  and  they  decided  to  wind  up  the  two  banks 
which  they  had  organized  in  Minnesota — the  Bank  of  the  State  of 
Minnesota  and  the  Nicollet  County  Bank,  of  St.  Peter. 

LKemHATE  Banks  of  Issub  Uitpkokitablk. 

P  The  local  business  of  the  Bank  of  the  State  of  Minnesota  was  profit- 
able, but  the  losses  sustained  by  it  in  the  redemption  of  its  circulating 
oot««  were  snch  as  to  preclude  the  possibility  of  any  bank  maintaining 
ptself  in  St.  Paul,  or  any  city  easily  accessible,  while  doing  a  legitimate 
>usine8S,  provided  its  circulation  was  at  all  proportionate  to  its  capital. 
nth  the  circulation  of  but  $25,000  the  redemption  of  its  notes  in  gold 
or  New  York  exchange  amounted  to  about  8300  per  day,  at  a  time 
rben  gold  coin  and  New  York  drafts  were  seliiug  at  from  two  to  three 
per  cent,  premium  for  current  money.  This  condition  of  affairs  was 
potent  in  determining  the  location  of  nearly  all  the  btiuka  organized  in 
Minnesota  in  the  years  1858  and  1859,  none  of  which,  except  the  two 
bonks  in  St.  Paul,  did  a  legitimate  banking  business,  nor  in  reality  had 
any  substantial  capital,  in  excess  of  the  small  sum  required  to  redeem 
ly  of  the  circulating  notes  that  might  be  presented  for  redemption. 
?he  bonds  were  bought  on  credit,  to  be  paid  for  in  the  currency  which 
ie  Auditor  issued  upon  their  being  deposited,  and  after  pajing  for  the 
jnds  there  was  rarely  anything  left  for  the  business  of  the  bank.  The 
jrporators  expected  to  receive  their  profits  from  the  interest  on  the 
ids,  and  the  banks  were  therefore  located  in  remote  or  inaccessible 
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towns  and  villa^s,  with  which  there  was  no  commnnioatloQ  by  meana 
of  stages  (there  being  no  r^lroada  in  Minnesota  then)  or  public  oonvey- 
anoes.  It  was  rightly  Judged  that  the  difficulties  in  the  way  of  reaeh- 
ing  these  towns  and  villages  would  oi>erate  as  a  bar  to  the  preeentatioD 
of  notes  for  redemption.  Each  of  these  out-of-the-way  banks  had  an 
agency  in  New.  York  or  Chicago,  where  its  notes  were  redeemed  in  gold 
at  from  three  to  five  per  cent,  discount,  and  the  expense  involved  in  a 
journey  to  one  of  these  frontier  towns  or  villages,  in  order  to  present 
notes  for  redemption  at  the  counter  of  the  bank,  was  greater  than  the 
discount  on  the  notes  at  the  place  of  redemption,  in  New  Yoiic  or  Chicaga 
The  following  table  shows  the  amount  of  securities  deposited  and 
circulation  issued  thereon  of  the  various  banks,  and  also  the  rates  of  dis- 
count at  which  the  notes  were  received  for  gold  and  New  York  exchange: 

NoU» 

Nakb  of  Baitk.                     iuvted.  BonOt.  IMnoimt. 

State  Bank  of  Minnesota $as,000  tBkOOO  Bperoent. 

Bank  of  St.  Paul 25,000  26,000  Spercent. 

Farmers' Bank 26,000  26,000  6peroent. 

LaCrosseBank 26,000  80,000  Speroent. 

People's  Bank 86,000  39,000  4peroent. 

Winona  County  Bank 26,000  89,000  Speroent. 

Bxchan^  Bank  of  Olenooe 79,000  84,000  no  qnotatioii. 

Nicollet  County  Bank 36,000  96,000  no  quotation. 

Bank  of  Owatonna 85,000  41,000  no  quotatloo, 

Cbisago  County  Bank 80.000  86,000  no  quotation. 

Bank  of  Rochester 46,000  49,000  no  quotatton. 

Fillmore  County  Bank. 25,000  88,000  no  quoUtlon. 

Central  Rank,  New  trim 23,000  27,000  no  quotation. 

As  the  seven  per  cent,  bonds  never  had  any  market  valne  except  as 

a  basis  for  the  circulation  issued  for  the  purpose  of  their  purchase  in 

the  first  instance,  it  is  a  marvel  that  a  bank  could  be  found  which  would 

redeem  the  bills  at  any  rate  of  discount. 

Facts  RsGiUiDiNa  the  Early  Banks. 

The  Farmers'  Bank,  of  Garden  City,  was  organized  by  the  corporators 
of  the  Bank  of  Fox  Lake,  Wisconsin.  Its  circulation  of  (25,000  was  se- 
cured by  a  deposit  of  a  like  amount  of  the  Minnesota  8  per  cent,  bonds 
of  the  1250,000  issue. 

The  Nicollet  County  Bank,  of  St.  Peter,  was  organized  by  SeweD, 
Ferris  &  Co.,  of  New  York,  with  a  capital  of  $30,000,  its  circulating  notes 
being  secured  by  a  deposit  of  $30,000  ten  per  cent,  university  bonds, 
called  at  the  time  Minnesota  State  bonds.  This  bank  was  closed  on  the 
failure  of  its  owners  in  New  York,  in  October,  1859.  Its  Cashier,  Wm. 
J.  SeweU,  is  now  (1900)  United  States  Senator  from  New  Jersey. 

The  circulating  notes  of  the  Bank  of  St.  Paul,  were  secured  by  Ohio 
State  6  per  cent,  bonds,  always  worth  par  or  more.  The  Clusago  County 
Bank  deposited  $25,000  of  Minnesota  7  per  cent,  bonds  (known  as  Uie 
railroad  bonds)  and  $6,250  of  personal  bonds  to  secure  its  circulation. 

The  Bank  of  Rochester  deposited  $30,000  of  Minnesota  seven  per 
cent,  bonds  and  $18,000  personal  bonds  as  security  for  its  circulation. 
This  bank  gave  notice  that  its  circulating  notes  would  be  redeemed  in 


MTDDLB  STATES. 


757 


?cie  at  the  Bank  of  Oalena,  Illinois.     The  circnJation  of  the  Bank  of 

Chatfleld  was  secured  by  Minnesota  peven  per  cent,  bonds,  and  for  the 

irpose  of  establittbini;  the  confidence  of  the  public  in  the  notes,  public 

itioe  was  piven  tliat  the  bank  was  owned  by  Selah  Chaniberlaiu,  a 

aalthy  capitalist  and  railroad  builder  of  Wisconsin. 

In  1669  the  law  waH  amended  making  bill  holders  preferred  creditors. 

rarities  were  to  be  deposited  only  by  banks  issuing  circulation. 

Banks  Placbd  Uxobr  Control  of  the  Public  Examinkr. 

In  187B  a  law  was  passed  removing  banldng  institutions  from  under 
supervision  of  the  State  Auditor  and  placing  them  under  control  of  the 
Public  Examiner,  who  was  made  ex-offlcio  Superintendent  of  Banks, 
and  anthorized  to  make  examination  into  the  accounts,  securities, 
books,  papers,  et«.,  of  any  bank  as  often  as  may  be  deemed  necessary. 

During  the  ten  years  ending  December  31,  1878,  21  State  banks  had 
been  organized  and  4  had  been  discontinued,  leaving  since  the  com- 
mencement 43  organized,  28  discontinued  and  17  in  operation. 

The  act  of  1881  restated  the  law  of  ISSB  as  to  ininiiiinni  capital  of 
f25,000,  and  that  no  bank  ooald  organize  in  a  town  of  less  than  200  in- 
habitants.    The  following  provisions  were  also  adopted ; 

Capital  stock  mu^t  be  paid  in  etish  before  commencing  business;  the 

name  must  be  different  from  that  of  any  other  bank  iu  the  Stat*;  cer- 

tiflcatee  of  organization  miust  be  recorded,  the  certificate  to  give  loca- 

capital  stock,  names  and  residence  of  shart^holders,  number  of 

owned  by  each,  time  of  commencement  and  teniiination  of  the 

association,  the  certificate  of  organization  to  be  published :  increase  of 

capital  to  be  valid  only  when  paid  in  full ;  approval  of  any  increase  or 

luction  to  be  made  by  the  Public  Examiner;  liability  to  any  associa- 

an  of  any  person  or  company,  corporation  or  Arm,  for  money  borrowed 

shall  not  excee<l  fifteen  per  cent,  of  aggregate  amount  of  capital  stock 

actually  paid  in  and  the  surplus  fund,  an  exception  being  made  in  the 

ease  of  bills  of  exchange  and  discount  of  commercial  paper;  banks  must 

have  on  liand  in  available  funds  twenty  percent,  of  immediate  liabilities. 

An  act  was  passed  in  1883  requiring  the  quarterly  reports  to  the 
Public  Examiner  to  be  pnblislied.  In  1887  an  act  was  passed  limiting 
the  minimum  capitiil,  as  follows:     For  a  town  of  not  more  than  1,000 

Iiabitants,  iJilO.OiX);  for  a  town  of  not  mort;  than  1,500  inhabitants. 
5,000;  for  a  town  of  not  more  than  2,000  inhabitants.  J20.000;  for  a 
town  of  more  than  2,000  inhabitants  and  upward,  jQS.OOO. 

»  During  the  ten  years  ending  December  31,  1888,  68  State  banks  had 
en  organized  and  22  discontinued,  leaving  since  the  commencement 
9  organized,  50  discontinued  and  59  in  operation. 
Further  laws  for  regulating  the  banking  business  were  parsed  In  1889. 
This  act  requires  a  two-tliirds  vote  of  shareholders  before  a  bank  may 
into  voluntary  liquidation,  and  f  uther  provides  for  publishing  notice 
[  liquidation,  and  requires  a  report  of  the  progress  of  liquidation  twice 
\  year  to  the  Saperintendent  of  Banks.    This  officer  is  empowered  to 
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take  action  through  the  Attomey-OenenU  to  compel  a  dissolatioo  of  u 
insolvent  corporation  and  tlie  appointment  of  a  Receiver. 

An  act  was  passed  iu  1895,  entitled  an  act  to  revise  the  laws  relating 
to  banks  of  discount  and  deposit,  some  of  its  provisions  being  as  follows: 

Articles  of  incorporation  to  be  filed  with  the  Superintendent  of 
Banks,  who  shall  issue  within  thirty  days  a  certlHcate  authorizing  the 
association  to  begin  business ;  directors  to  appoint  examining  ooininittr*, 
who  shall  examine  bank  at  least  once  in  six  months;  every  bankMiall 
report  to  the  Superintendent  of  Banks  at  least  four  times  a  year,  the 
reports  to  be  published,  and  us  many  s])eeial  reports  made  as  are  d«M>Ri«l 
necessary;  one-tenth  of  net  profits  to  be  set  aside  for  surplus  fund  until 
the  fund  shall  equal  twenty  per  cent,  of  the  mpital  stock;  every  hank 
shall  at  all  times  have  on  hand  as  a  reserve  fund  an  amoont  equal  to 
twenty  per  cent,  of  its  liabilities,  and  when  the  reserve  fund  stuiU  tsU 
below  twenty  per  cent,  of  the  immediate  liabilities,  the  bank  bhall  ioak« 
Qo  new  loans  until  the  proper  amount  be  restored ;  on  beoomintcaatiofled 
that  any  bank  has  become  insolvent,  or  that  its  books  are  kept  to  ft 
false  or  fraudulent  manner,  or  that  it  has  refused  to  pay  its  depotdtf  m 
accordance  with  the  terms  upon  which  the  deposits  were  received,  the 
Superintendent  may  forthwith  take  possession  of  books,  records  and 
assets,  and  after  detailed  examination,  tinding  tliat  assets  are  sofflcient 
to  satisfy  all  liabilitieR,  except  that  of  stockholders,  he  may  return  taiw 
to  proper  officials,  or  apply  to  a  court  of  competent  jurisdiction  for  the 
appointment  of  a  Receiver;  National  banks  having  disaolved  in  acoard' 
ance  with  law  upon  authority  of  two-thirds  of  the  stockholdem,  Uit 
lawful  for  the  majority  of  the  direct4irs  to  organize  a  S?t«te  bruil;  tincttf 
these  laws  and  by  approval  of  the  8up)erintendent  of  Bank.i;  any 
may  go  into  liquidation  and  be  closed  by  a  vote  of  it«  8tookbold«n 
ing  more  than  one-half  of  its  capital ;  the  name  of  any  banking 
tion  shall  be  approved  by  the  Public  Examiner. 

A  law  was  passed  in  1897  providing  for  the  reoiganization  trf  lBial> 
vent  banking  corporations. 

During  the  ten-year  period  ending  December  31,  1898,  158 
were  organized  and  60  discontinued,  leaving  rince  tiie  C!omiil< 
267  organized,  106  discontinued  and  161  in  operation. 

State  Banks  qf  Deposit  artd  Dincount. 

18&8.  j«7«.  uat.  nm 

L«ui«»Tiddtaooiiiiu.„ •a.iss     K.sBs.Tis     •is.sM.n?     •M.nr.nt 

CaplUl SOO.OOO  1.000,400  6.7Sa,000  %Mm,'~ 

8nn>ln» Bt,S«2  7a*,TT6  fl 

UnillvtilM  |>roflU 09,148  SSS.HOO  l.ti 

DnedcpiHiUan 1X,131  l,fl<7,770  I4,7(n.9l»  IT, 

TuUllUtiUmes 11S,3«1»  a.UVil.Ulil  2;i,46W,4M 

Niiinl>cronMuiki 2  13  61  I 

The  law  relating  to  the  declaration  of  dlvldeodfl  waa  ameo^Ml  in 
1899,  and  some  further  regulations  were  fixed  rti^iardlng  I1m>  ■ppdiU» 
ment  and  duties  of  examining  committees.  The  power*  and  aathMiH 
of  the  Superintendent  of  Banks  were  considerably  enIai^|Bd. 
amount  of  net  profits  to  be  set  axide  for  surplus  fund  wa»  inertwad 
one-tenth  to  one-fifth  of  such  profits. 

During  the  year  ending  December  31,  1899,  28  StMe  bank*  trar 
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iized  and  three  discontinued,  leaving  since  the  oommenoement  289 
rganized,  109  discontinued  and  180  in  operation. 

SAVDfas  Banks. 

The  General  Laws  of  1879,  being  Chapter  109,  entitled  "An  act  to 
inform  all  Savings  banks  or  institutions  of  savings  to  uniformity  of 
)wer8,  rights  and  liabilitie.s ;  and  to  provide  for  the  organization  of 
ivings  banks;  for  their  8urplu.s,  and  for  the  more  efflcient  protection 
of  depositors  in  such  institutions,"  provided  that  every  corporation 
should  have  not  less  than  seven  trustees,  with  perpetual  succession  and 
complete  control.  These  trustees  were  to  be  bonded  for  45,000.  Pre- 
^ou6  to  organization  notice  was  published,  and  tlie  Public  Examiner, 
Lttorney-General  and  State  Auditor,  after  examination,  authorized  the 
lization  and  location  of  the  bank.  No  trustee,  officer,  clerk  or 
ayee  was  permitted  to  borrow  the  funds  of  the  bank,  and  upon 
their  doing  so  their  office  became  vacant. 

No  interest  should  be  paid  to  depositors,  except  the  same  had  been 
actually  earned  during  the  period  for  wliich  the  dividend  was  made. 

Investments  to  the  amount  of  seventy  percent,  of  the  whole  deposits 
of  the  bank  were  authorized  to  be  made  in  mortgage.** ;  loans  not  exceed- 
ing twenty-five  percent,  of  depo-^iita  were  also  authorized  on  personal  se- 
curity. Banks  were  required  to  commence  business  one  year  from  issue 
of  authorization.  They  were  authorized  to  accumulate  a  surplus  of  Hf- 
teen  per  cent,  of  their  deposits,  and  required  to  divide  any  surplus  in 
excess  of  that  amount  among  their  depositors.  Minors  and  females 
were  furnished  with  special  security  for  deposits  in  their  own  names. 

By  this  act  Savings  banks  were  forbidden  to  deal  and  trade  in  real 
estate,  except  as  necessary  for  security  of  their  loans.  The  banks  were 
placed  under  the  jimsdiction  of  the  Public  Examiner,  and  required  to 
make  reporta  to  him,  and  such  official  was  given  authority,  through  the 
Attorney-General,  to  institute  proceedings  to  enforce  compliance  with 
the  law  and  for  the  protection  of  depositors.  All  Savings  bunks  incor- 
porated prior  to  the  entictment  of  this  law  are  exempt  from  these  pro- 
visions. Under  this  law  there  have  been  organized  nine  8a\ing8  banks, 
of  which  five  are  now  in  operation,  four  having  been  closed. 

The  Savings  banks  in  the  8tate  of  Minnesota,  except  four  institu- 
tions, are  all  closely  associated  with  banks  of  discotint  and  deposit, 
^ther  National  or  State.  It  is  thought  by  many  who  are  conversant 
with  the  workings  of  these  banks  that  they  have  reached  a  stage  in 
their  growth  when  they  might  stand  independent  and  be  f  tiablcd  to  pay 
their  active  officers  a  sufficient  comi)ensation  to  secure  a  proper  and 
careful  investment  of  the  funds;  and  that  such  indepenJent  action 
would  result  in  a  large  increase  in  the  volnnje  of  the  savittgs  depo.sils 
of  the  State  and  would  not  lessen  the  security  of  such  deposits. 

There  are  several  Savings  banks  now  ciperiithig  under  the  general 
law  of  1867  as  annexes  of  National  or  State  banks.     While  the  law  un- 
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der  which  they  optirate  is  regarded  as  indefinite  and  obsolete,  aH«ia^ 
to  get  the  Legislature  to  act  in  the  matter  have  been  unsucoeMful. 

But  one  Savings  bank  in  the  State  now  has  a  capitalizatiun.  aiid  It 
does  both  a  savings  and  commercial  business. 

There  have  been  ten  associations  incorporated  under  tlie  law  of 
1867.  Of  these  three  have  failed  (one  transferring  its  charter  to  anotluT 
bank),  one  has  discontinncd,  one  accepted  the  provisions  of  the  law  of 
1879,  leaving  six  in  operation  under  the  law  of  1867. 

The  whole  number  of  Savings  banks  organized  is  seventeen;  fonr 

have  been  discontinued,  leaving  thirteen  in  operation  at  the  close  of  1899. 

Savtnt/8  Hanks,  1878,  J888,  1898. 

IST8. 

Loanii,  dUoonnU  •ad  mortf^Wo  io»ni •6I7,1M 

Buoitit  aud  stocks bUAM 

CaplUl.  aarplui  and  pniHt*.  lOS.SIH) 

Dae  aavlscs  deponitora 4aH,Ot>8 

TnUl  llablUUM H7S,&U0 

Nnmberof  Uanki 9 

TrCST  COMPAMUCa. 

By  an  act  approved  Marcb  5,  1883,  the  organitation  of  annuity,  mil 
deposit  and  trust  companies  was  provided  f>>r,  and  tliey  were  autlior- 
ized  to  exercise  the  powers  usually  granted  to  such  corporations.  Th» 
minimum  capital  was  fixed  at  8500.000.  They  were  authoriztn!  to  re- 
ceive deposits  hi  trust,  but  were  prohibited  from  doing  a  banking  bml- 
ness.  Trust  companies  are  under  supervision  of  the  Public  BxamlBcr. 
The  first  company  was  organized  in  1883,  and  up  to  i  of  Ittt 

ten  companies  had  been  organized  with  a  capital  of  ^  uud  ia 

the  same  time  two  companies,  with  a  capital  of  $l,100,».«*l*  have  ( 
tinned.     On  July  31,  1888,  four  companies  reported,  having  (L,:^,! 
capital,  t76,000  surplus,  $99,407  undivided   profits,  973,547  tnut  i 
counts,  and  92,221,664  total  resources.     Ten  years  later  the  capital « 
93,640,026,  surplus  930,000,  undi\ided  profits  985,891,  personal  aoeoanto 
9976,654,  trust  accounts  921,302,  and  total  resources  ^,788,9W. 

National  Baiiks. 
ri^urvs  are  In  tboujfiun<l8  of  dollars. 
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In  order  to  get  a  clear  knowledge  of  early  banking  and  the  sorround- 
Ing  conditions  in  the  Northwestern  Territory  and  the  Territory  and  State 
of  Iowa,  it  is  well  to  canvass  in  brief  the  geographical  development  of 
that  Territory  from  the  time  it  came  into  the  possession  of  the  United 
States  to  the  present. 

Iowa  was  a  part  of  the  Louisiana  Territory  acquired  from  Prance  in 
1803.  In  June,  1834,  the  Territory  west  of  the  Mississippi  River  and 
north  of  Missouri,  embracing  Iowa,  wiUJ  madea  part  of  the  Territory  of 
Michigan,  and  so  continued  until  July  4,  1836,  when  Wisconsin  Terri- 
tory was  organized.  This  included  within  its  limits  the  present  States  of 
Iowa,  Wisconsin  and  Minnesota.  An  act  of  Congress,  approved  June 
12,  1838,  created  the  Territory  of  Iowa,  containing  not  only  the  area  of 
the  present  State,  but  covering  much  of  Minnesota,  and  extending 
north  to  the  British  possessions.  la  December,  1846,  Iowa,  with  her 
present  limits,  was  admitted  into  the  Union. 

The  changes  tlius  indicated,  with  perhaps  the  esception  of  the  origi- 
nal purchase,  liave  taken  place  within  the  memory  of  men  now  living. 
The  development  of  the  State  from  its  organization  as  a  Territory,  in- 
habited by  Indians  and  a  few  trappers  and  traders,  to  the  great  State  of 
to-day,  with  more  banks  than  any  other  Stat*  in  the  Union,  has  been 
rapid,  but  it  has  been  due  to  the  possession  of  resources  which  have 
lorded  a  substantial  basis  for  this  development  and  progress. 

The  Minkrs'  Bank  op  Dubuqdb. 

On  November  30,  1836,  an  act  was  approved  by  the  Territorial  atl- 
"thorities  of  Wisconsin  Territory  incorporating  the  Miners'  Bank,  of  Du- 
buque.    The  charter  of  this  bank,  the  first  and  only  authorized  bunk 
up  to  1858  in  what  is  now  the  State  of  Iowa,  pro%ided  for  a  capital  of 
((200,000  in  9100  shares;  one-tenth  of  the  capital  stock  to  be  paid  at  the 
time  of  subscription,  the  balance  in  payments  of  not  more  than  $10  per 
share  as  called  for  by  the  directors;  the  bank  was  permitted  to  charge 
J      seven  per  cent,  interest;  every  stockholder  should  have  one  vote  for 
^Beach  share,  not  in  excess  of  ten,  and  one  vote  for  every  ten  shares  above 
^Bihat;  no  notes  were  to  be  issued  until  $40,000  of  its  capital  stock  was 
^Kiaid  up,  and  no  not«s  under  $5  were  permitt«d.     The  Legislature  also 
^^ipeeiflcally  reserved  the  right  to  prohibit  notes  below  910  in  four  years, 
and  notes  below  820  in  ten  years.     The  stock  was  to  be  subscribed  in 
May  and  June,  1837,  and  the  charter  was  to  run  twenty  years.    No  pro- 
vision was  made  as  to  the  kuid  of  money  that  was  to  constitute  the  cap- 
ital stock.* 

■  Aj  wUl  tic  seen  later,  this  proved  fatal  to  the  prosperity  of  the  bank,  as  waa  the 
t  with  many  otbers  sliniliirly  oripiiUsed.  It  was  one  o(  the  notably  stroog  points 
the  State  Bank  of  IiidUinu  that  ita  i-apltal  was  fully  paid  up  In  specie. 
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cent,  of  the  euxrent  value  of  said  stock  on  the  Stock  FTrhimpi  a(  ] 
York.  A  snukll  depont  in  Kew  York  ptovided  for  th«  re<deiitptkti  ti 
such  bank  notes  as  migfat  find  tbeir  waj  then,  the  noitas  bein^  iBow- 
diaiely  placed  in  eirenlatkin  after  bem^  ledeened.  Chapter  fiastr-ssvai 
of  tbe  general  laws  (A  1891  aathorized  the  aoeeptaaoe  bf  the  State  Aa4- 
itor  of  secaritieii  of  the  Dnited  States  bearing  interest  at  not  lea  tiiiB  , 
five  per  cent ;  heretofore  tiie  rate  required  vas  six  per  oenC 

A  law  was  passed  in  18&1  providing  that  eecarities  wera  not  to  I 
witiidrawn  wittiont  the  oon^nt  of  the  Auditor  and  Qcfltftroat, 
farther  that  when  they  became  insolBeient  for  the  redetnptioa  of  tlte 
circulating  notes,  tbe  Auditor  might  receive  the  dividends  and  intenstai 
sacb  securities,  this  having  heretofore  l)een  collected  by  the  partias  wiio 
bad  isiiQed  the  circulating  notes.  Tbe  act  further  provided  that  nu  part 
of  tbe  securities  or  interest  thereon  should  be  applied  to  tbe  payiiutfl 
of  fees  for  protesting  the  circulating  notes,  securtHi  by  suefa  seoofilki 

An  act  passed  in  1B65  provided  for  the  conversiuu  of  Stalabsnb 
into  National  bankit.  The  Htate  Auditor  was  authorized  to  vumndcr 
to  tbe  National  bank  the  securities  deposited  by  tbe  State  bank  iipae 
deposit  with  bira  by  the  National  bank  of  an  amount  of  lawful  mauej 
equ^l  to  the  amount  of  outstanding  notes  of  said  State  bank,  to  ba 
held  and  applied  by  him  to  the  payment  of  such  outstanding  uotM. 

For  the  ten  years  ending  December  31,  1868,  twenty-four  banks  hsd 
been  organized,  all  of  which  had  discontinued,  and  at  the  chM  a(  MB 
there  were  no  State  banlu  doing  business  in  tbe  State  of 

Bask  op  thb  Statb  of  Minxeaota. 

*  Tbe  Bank  of  tbe  State  of  Minnesota,  the  flrKt  bonk  f  orated 
the  Minnesota  banking  laws,  was  organized  at  St.  Paul  on  ([>vtotjtf  U^ 
1858.  Its  officers  iiud  been  engaged  in  the  banking  bui<inc8M  fur  nun.* 
years,  and  its  location  at  the  capital  of  the  State,  when)  it  coald  I* 
easily  reached  for  the  redemption  of  its  notes,  indicated  tiuit  the  profltn 
of  a  legitimate  business,  rattier  than  those  arising  from  the  ii]|<<r(9(ia 
bonds,  were  sought  by  its  organizers.  The  capital  stock  of  (3t5,(KN>  mv 
all  paid  in,  and  wa«  owned  principally  by  Sewell.  F<i  .  ol  >'•• 

York,  who  were  the  New  Yorii  correspondents  of  tl  .    and  «?»•' 

were  riuikod  hs  men  of  abundant  capital.  Tbe  botufai  depoaUed  to  f- 
cure  tile  circulation  were  the  Minnesota  eight  per  (••>iiij<.  the  lsn»  «( 
which  was  limited  by  the  constitution  of  the  Stntn  t  i.    TW* 

bonds  never  fell  below  par  at  the  New  York  Stock  li».i.iui|».LV 

Tlie  StJtte  University,  in  1858,  issued  f  tO.OOO  of  unlversUr  hi^k 
U'arlng  Ion  per  oetit.  interost  atul  socured  by  tn'  • 

duuiitml   by   Congress  for  u  Stale   utiivondty,  ^> 

owned  by  the  State.  Being  so  secured  ihe  ountviitixn  wnai  nri*d  ^ 
those  who  desired  to  use  tliem  for  banking  puqxMm  that  thny  wti» 

■Tlie  infomutlon  In  reffurd  to  th«  Bnnk  of  tbetttat^  ol  Mlaoawta  wmtmnt*^ 
by  Mr.  N.  P.  I^inirfonl,  who  wus  aii  olBoor  of  U  ->  Uuik. 
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State  boods.  On  October  29,  1858,  Hon.  C.  H.  Berry,  Attomey-Oen- 
eral  of  the  State,  in  an  opinion  addressed  to  Governor  Sibley,  said : 
"The  State  of  Minnesota  Is  bound  for  the  retlemption  of  these  bonds, 
and  they  are  to  be  rejfarded  as  State  stocks  receivable  by  the  Auditor 
on  deposit  an  a  basiis  for  banking. "  This  opinion  having  settled  afflriu- 
atively  the  question  whether  the  State  Auditor  uight  properly  receive 
these  bonds  as  a  basis  for  bank  circulation,  the  whole  issue  was  pur- 
chaaed  by  Sewell,  Ferris  &  Co.,  and  bonds  to  the  amount  of  $10,000 
were  deposited  with  the  State  Auditor,  but  no  circulation  was  issued 
pon  tbein  at  that  time;  and  soon  afterwiirds  :J10,000  of  the  Minnesota 
ght  per  cent,  bonds,  heretofore  deposited,  were  withdrawn,  leaving 
S.OIW  of  the  Minnesota  eiglit  per  cents  and  $10,000  of  the  university 
Ti  per  cents  as  security  for  the  circulation  of  the  bank.  This  was  in 
'eet  a  substitution  of  $10,000  of  the  university  bonds  for  $10,000  of  the 
lesota  eight  per  cents.  The  faith  of  the  State  of  Minnesota  had  not, 
iver,  been  distinctly  pledged  for  the  payment  of  the  university 
bonds.  When,  therefore,  they  were  afterwards  sold  for  the  redemption 
of  the  notes  usued,  their  market  value  dropped  from  nearly  par,  the 
price  which  the  University  of  Minnesota  sold  them  for,  to  twenty-two 
cents  on  the  dollar.  These  bonds  were  afterwards  all  redeemed  or  pur- 
cba.sed  by  the  State  University.  Sewell,  Ferris  &  Co.  became  involved 
in  disastrous  stock  speculation  in  New  York,  which  resulted  in  their 
failure  in  October,  1859,  and  they  decided  to  wind  up  the  two  banks 
which  they  bad  organized  in  Minnesota — the  Bank  of  the  State  of 
eeota  and  the  Nicollet  County  Bank,  of  St.  Peter. 


Lkoitimatr  Banks  of  Isscb  UNPnoFiTABLB. 


CI 
be  local  business  of  the  Bank  of  the  State  of  Mlimesota  was  profit- 
but  the  losses  sustained  by  it  in  the  redemption  of  its  circulating 
I  were  such  as  to  preclude  the  possibility  of  any  bank  maintaining 
itself  in  St.  Paul,  or  any  city  easily  accessible,  while  doing  a  legitimate 
boainess,  provided  its  circulation  was  at  all  proportionate  to  its  capital. 
With  the  circulation  of  but  $25,000  the  redemption  of  its  notes  in  gold 
coin  or  New  York  eichange  amounted  to  about  $300  per  day,  at  a  time 
when  gold  coin  and  New  York  drafts  were  selling  at  from  two  to  three 
per  cent,  premium  for  current  money.  This  condition  of  affairs  was 
potent  in  determining  the  location  of  nearly  all  the  banks  or;ganized  in 
Minneeota  in  the  years  1858  and  1859,  none  of  which,  except  the  two 
banks  in  St.  Paul,  did  a  legitimate  banking  business,  nor  in  reality  bad 
any  substantial  capital,  in  excess  of  the  small  sum  required  to  redeem 
any  of  the  circulating  notes  that  might  be  presented  for  redemption. 
The  bonds  were  bought  on  credit,  to  be  paid  for  in  the  currency  which 
the  Auditor  issued  upon  their  being  deposited,  and  after  paying  for  the 
bonds  there  was  rarely  anything  left  for  the  business  of  the  bank.  The 
rporators  expected  to  receive  their  profits  from  the  interest  on  the 
inds,  and  the  banks  were  therefore  located  in  remote  or  inaccessible 
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!l«  at  the  Bank  of  Galena,  lUinoiii.  The  circulation  of  the  Biuik  of 
■  Chatfleld  was  secured  by  Minnesota  seven  per  cent,  bonds,  and  for  the 
parpose  of  establishing  the  confidence  of  the  public  in  the  notes,  pnblio 
notice  was  given  tiiat  the  bank  was  owned  by  Selah  Chamberlain,  a 
wealthy  capitalist  and  railroad  builder  of  Wisconsin. 

In  1869  the  law  wa«  amended  making  bill  holders  preferred  creditors. 
Securities  were  to  be  deposited  only  by  banks  issuing  circulation. 

BAITKS  PliACBD    CIXDBR  CONTKOI-  OF  THB  PUBLIC   EXAMINRK. 

In  1878  a  law  was  passed  removing  banldng  institutions  from  under 
superviMon  of  the  State  Auditor  and  placing  them  under  control  of  the 
Public  Examiner,  who  was  made  ez-offlcio  Superintendent  of  Banks, 
and  authorized  to  make  examination  into  the  accounts,  securities, 
lx>oks,  papers,  etc.,  of  any  bank  as  oft«n  as  may  be  deemed  necessary. 
During  the  ten  years  ending  December  .31,  1878,  21  State  banks  had 
been  organized  and  4  had  been  discontinued,  leaving  since  the  oom- 
mencement  45  organized,  28  discontinued  and  17  in  operation. 

The  act  of  1881  restated  the  law  of  1858  as  to  minimum  capital  of 
$25,000,  and  that  no  bank  could  organize  in  a  town  of  less  tlian  200  in- 
habitants.    The  foUowuig  provisions  were  also  adopted : 

Capital  stock  must  be  paid  in  cjwh  before  eommencing  business;  the 

name  mii-st  be  different  from  that  of  any  otiier  bank  in  the  State;  cer- 

I       tificatee  of  organization  must  he  recorded,  the  certificate  to  give  loca- 

i       tion,  capital  stock,  names  and  residence  of  shareholders,  number  of 

shares  owned  by  each,  time  of  ooramoncement  and  termination  of  the 

association,  the  certificate  of  organization  to  be  published ;  increase  of 

capital  to  be  valid  only  when  paid  ui  full ;  approval  of  any  increase  or 

reduction  to  be  made  by  the  Public  Exattiiuer;  liability  to  any  associa- 

I       tion  of  any  person  or  company,  corporation  or  firm,  for  money  borrowed 

I      shall  not  exceed  fifteen  per  cent,  of  aggregate  amount  of  capital  stock 

^^^tually  paid  in  and  the  surplus  fund,  an  exception  being  made  in  the 

^Bjase  of  bills  of  exchange  and  discount  of  commercial  paper ;  banks  must 

^^■ave  on  hand  in  available  funds  twenty  percent,  of  immediate  liabilities. 

^H     An  act  was  passed  in  1883  requiring  the  quarterly  reports  to  the 

^JPublic  Examiner  to  be  published.     In  1887  an  act  was  passed  limiting 

the  minimum  capital,  as  follows:     For  a  town  of  not  more  than  1,000 

inhabitants,  $10,000;  lor  a  town  of  not  more  tlian  1,500  inliabitants, 

^5,000;  for  a  town  of  ncjt  more  than  2,000  inhabitants,  $20,000;  for  a 

town  of  more  than  2,000  inhabitants  and  upward,  $25,000. 

During  the  ten  years  ending  December  31,  1888,  68  State  banks  had 
been  organized  and  22  discontinued,  leaving  since  the  commencement 
109  organized,  50  discontinued  and  59  in  operation. 
^^  Further  laws  for  regulating  the  banking  business  were  passed  In  1889. 
^^febiB  act  requires  a  two-thirds  vote  of  shareholders  before  a  bank  may 
^^^  Into  voluntary  liquidation,  and  futlier  provides  for  publishing  notice 
of  liquidation,  and  requires  a  report  of  the  progress  of  liquidation  twice 
a  year  to  the  Superintendent  of  Banks.     This  officer  is  empowered  to 
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lized  and  three  disoontinued,  leaving  tance  the  oomiuenoement  289 
[^organized,  109  discontinaed  and  180  in  operation. 

Savings  Baxks. 

The  General  Laws  of  ISTfl,  being  Chapter  100,  entitled  "An  act  to 

inform  all  Savings  bauk»  or  institutions  of  savings  to  nniformity  of 

jwers,  rights  and  liabilitias;  and  to  provide  for  the  organization  of 

ivings  bunks;  for  their  surplut*,  and  for  the  more  efficient  protection 

of  depositors  in  such  Institutions,"  provided  that  every  corporation 

should  have  not  less  than  seven  trustees,  with  perpetual  saocession  and 

complete  control.     These  trustees  were  to  be  bonded  for  iji5, 000.     Pre- 

ioos  to  organization  notice  was  published,  and  tlie  Public  Examiner, 

Lttorney-GeneraJ  and  State  Auditor,  after  exauiirmtjon,  authorized  the 

rganization  and  location  of  the  bank.     No  trustee,  officer,  clerk  or 

iployeo  was  permitted  to  borrow  the  funds  of  the  bonk,  and  upon 

tieir  doing  so  their  office  became  vacant. 

No  interest  should  be  paid  to  depositors,  except  the  same  had  been 
Jtnally  earned  during  the  period  for  wliich  the  dividend  was  made. 
Investments  to  theamoxmt  of  seventy  percent,  of  the  whole  deposits 
of  the  bonk  were  authorized  to  be  made  in  mortgages;  loans  not  exceed- 
ing twenty-five  percent,  of  deposits  were  alsso  authorized  on  perfionai  se- 
curity.    Banks  were  required  to  commence  business  one  year  from  issue 
of  authorization.     They  were  authorized  to  accumulate  a  surplus  of  fif- 
teen per  cent,  of  their  deposits,  and  required  to  divide  any  surplus  in 
excess  of  that  amount  among  their  dep«jsitors.     Mhiors  and  females 
^Kwere  furnished  with  special  security  for  deposits  in  their  own  names. 
^H      By  this  act  Savings  banks  were  forbidden  to  deal  and  trade  in  real 
^^Beetate,  except  as  necessary  for  security  of  their  loans.     The  banks  were 
^•placed  under  the  jurisdiction  of  the  Public  Examiner,  and  required  to 
make  reports  to  him,  and  such  official  was  given  authority,  through  the 
Attorney-General,  to  institute  proceedings  to  enforce  compliauce  with 
the  law  and  for  the  protection  of  depositors.     All  Savings  banks  incor- 
porated prior  to  the  enactment  of  this  law  are  exempt  from  thej^e  pro- 
Tisions.    Dnder  this  law  there  have  been  organized  nine  Savings  banks, 
of  which  five  are  now  in  operation,  four  having  been  closed. 

The  Savings  banks  in  the  State  of  Minnesota,  except  four  institu- 
tioDS,  are  all  closely  associated  with  banks  of  discount  and  depo»it, 
either  National  or  State.  It  is  thought  by  nmny  who  are  conversant 
with  the  workings  of  these  banks  that  they  have  reached  a  stage  ui 
their  growth  when  they  might  .stand  independent  and  be  enabled  to  pay 
their  active  officers  a  sufficient  cnm(»nsation  to  secure  a  proper  and 
earefol  investment  of  the  funds;  and  that  such  independent  action 
would  result  in  a  large  increase  in  the  volume  of  the  suvuigs  deposits 
of  the  State  and  would  not  lessen  the  security  of  such  deposits. 

There  are  several  Savings  banks  now  operatuig  under  the  general 
Jaw  of  1867  as  annexes  of  National  or  State  banks.     While  tJin  law  un- 
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In  order  to  get  a  clear  knowledge  of  early  banking  and  thesarround- 

itions  in  the  Northwestern  Territory  and  the  Territory  and  State 

It  is  well  to  canvass  In  brief  the  geographical  development  of 

that  Territory  from  the  time  it  came  into  the  possession  of  the  United 

TBtates  to  the  present. 

Iowa  was  a  part  of  the  Louisiana  Territory  acquired  from  Prance  in 
ii803.     In  June,  18W,  the  Territory  west  of  the  Mississippi  River  and 
3orth  of  Missouri,  embracing  Iowa,  was  made  a  part  of  the  Territory  of 
ichigan,  and  so  continued  until  July  4,  1836,  when  Wisconsin  Terri- 
was  organized.   This  included  within  its  limits  the  present  States  of 
Iowa,  Wisconsin  and  Minnesota.     An  act  of  Congress,  approved  June 
1838,  created  the  Territory  of  Iowa,  containing  not  only  the  area  of 
lie  present  State,   but  covering  much  of  Minnesota,  and  extending 
'^irorth  to  the  British  possessions.     In  December,  1846,  Iowa,  with  her 
present  limits,  was  admitted  into  the  Union. 

The  changes  thus  indicated,  with  perhaps  the  exception  of  theorigi- 

Inal  purchase,  have  taken  place  within  the  memory  of  men  now  living. 
The  development  of  the  State  from  Its  organization  as  a  Territory,  in- 
habited by  Indians  and  a  few  trappers  and  traders,  to  the  great  State  of 
to-day,  with  more  banlis  than  any  other  State  in  the  Union,  has  been 
rapid,  but  it  has  been  due  to  the  possession  of  resources  which  have 


Thk  Miners'  6a.xk  of  Ddboqdb. 

On  November  30,  1836,  an  act  was  approved  by  the  Territorial  au- 
thorities of  Wisconsin  Territory  incorporating  the  Miners'  Bank,  of  I)u- 
buqae.  The  charter  of  this  biuik,  the  first  and  only  authorized  bank 
up  to  1858  in  what  is  now  the  State  of  Iowa,  provided  for  a  capital  of 
9800,000  in  ?ilOO  shares;  one-tenth  of  the  capital  stock  to  be  paid  at  the 
time  of  subscription,  the  balance  in  payments  of  not  more  than  §10  per 
share  as  called  for  by  the  directors;  the  bank  was  permitted  to  charge 
seven  per  cent,  interest ;  every  stockholder  should  have  one  vote  for 
each  share,  not  in  excess  of  ten,  and  one  vote  for  every  ten  .shares  above 
that;  no  notes  were  to  be  issued  until  ^0,000  of  its  capital  stock  was 
d  up,  and  no  notes  under  i8!5  were  permitted.  The  Legislature  also 
Iflcally  re.served  the  right  to  prohibit  notes  below  ^10  in  four  years, 
id  notes  below  ^20  in  ten  years.  The  stock  was  to  bo  subscribed  ui 
ay  and  June.  1837,  and  the  charter  was  to  run  twenty  years.  Nopro- 
on  was  umde  aa  to  the  kind  of  money  that  was  to  constitute  the  cap- 
ital stock." 

*  As  wUI  be  «een  later,  tbis  proved  fatal  to  tbc  |>roei|>crity  of  the  bank,  as  was  the 
CMe  with  mnn.v  others  slinflurly  orgraiiizti<l.  It  wiia  om>  of  the  notubly  gtroDfr  points 
ol  tbeStatoBaukof  Indiana  tbat  Its  capital  was  fully  paid  uplnspooie. 
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The  CoQgreaof  the  United  Statm  by  MTt  of  Hareh  3, 1837,  appnond 
the  act  ineorpocatij^  this  bank,  subject  to  the  fotlowiqg  lliDflatkna'. 

(\)  The  bank  sfaoold  not  iasnebillsor  notes  for  eirralatiao  oatflow- 
balf  it«  capital  sbould  hare  been  paid  iu. 

<  2>  The  directora  shonUi  not  be  rratriirted  to  calls  of  t«i  per  ( 
the  capital  but  might  call  for  forty  per  cent,  if  tber  tboa^bt 

(3>  The  bank  should  have  noaathoiityto  inereaaeits  f^pititl  loi 
than  (200,000  without  coosent  of  CoogresR. 

(4)  The  aggregate  indebtedness  owing  hj the  bank  "over  and abovw 
its  actual  depotdt«  "  should  nut  exceed  twice  the  paid-up  oapttaL 

(5)  The  charter  sbould  be  forfeited  if  not  finally  complied  with  t? 
Januaa7  1,  1838,  and  the  bank  then  in  operation. 

The  bank  was  organized  at  the  beginning  of  the  panic  of  1837,  ud 
like  many  other  banks  it  wai*  plunged  into  financial  disaster  from  \ 
it  never  fully  recovered. 

The  Minen-'  Bank  cotuuienced  discounting  in  October,  1S37,  bat 
from  the  flr»t  there  were  many  disquieting  ruuiors  regarding  it*  etobility 

An  examination  wade  in  November,  1837.  by  a  legishttive  cununlt- 
tee  showed  that  its  capital  (^00,000)  bad  be^mactuaUy  paid  intmd  Uiat 
it  consisted  of  ^1,147  in  specie  and  the  balance  in  the  uot«s  of  mriufls 
banks  in  New  York.  Pennsylvaiiia.  Illinois.  WiacoiMin  and  Ml 
that  the  total  amount  of  specie  then  on  hand  was  $43,118;  thati 
amount  of  bills  in  circulation  was  f  11,435.  The  committee  unaniiuoatij' 
pronounced  the  bank  to  be  "in  a  sound  and  solvent  condition." 

In  Januiuy,  1838,  an  examination  committee,  to  which  thecontitiuo) 
rumors  of  the  bank's  instability  had  been  referred,  reported  tlmt ' 
conflicting  testimony  had  been  given  them,  making  "the  antou 
revelatioQ  that  the  greater  part  of  the  first  installmeut  was  I 
money  loaned  from  the  branch  bank  at  Oalena,  which  was  paid  tol 
bank  immediately,  as  soon  as  the  stock  was  all  taken.  That  of  tli» 
180,000  required  to  be  paid  in  the  second  installment  only  ^,900  »is 
actually  paid  in  and  that  on  individual  deposit  in  the  bank  ranaineil 
unpaid  aftir  having  been  more  than  once  demanded,  nod  that  tlw 
amount  of  specie  on  hand  is  onlyfl.830." 

In  February,  1838,  another  legislative  committee  examined  tbcbaak 
and  reported  that  the  capital  hud  been  paid  a«  follows :  |4O,O00  of  MT 
tlflcates  of  specie  deposits  in  Detroit,  $50,U(H)  in  note*  of  the  JaHueo 
County  Ftnnk  and  Bank  of  Manchester,  Mich.,  and  (tlU.UOO  hi  ^fai^^ 
and  other  biuik  notes,  the  specie  on  hand  being  only  $1,3181  Tbii 
coiiimitti'C  ninde  another  examination  in  Juue  of  the  same  ye«r, 
they  found  that  none  of  the  sptv.-ie  claimed  to  be  in  deposit  in  l^ 
had  been  secured,  and  tlmt  the  specie  on  hand  bad  deereniMMl  U>$1S7  3(^ 
The  circulation  in  Febnuiry  had  been  ♦IS.tJSO  In  pwt  note^  pajr«Mr 
twelve  months  after  date,  and  |1,350  in  demand  note*.  By  June  lltiiii 
amount  had  b«M'«i  nvlnceii  to  $10,570,  and  64iW  r««peetivel]r. 

In  Doot.imlMir,  1K{8,  after  losva  li^vl  been  organixed  as  a  arparair  T«(- 
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rttory,  a  legislative  committee  reported  that  they  had  examined  the 
bank  and  found  its  entire  liabilities  tothe  public  to  be  $19,711,  of  which 
$10,990  wa8  for  eirculution,  $5,035  in  pont  notea  and  $3,686  deposits.  Its 
specie  amounted  to  $3,033,  and  notes  of  otlier  twinlis.  $18,874.  On  tliis 
showing  the  committee  declared  the  banii  in  a  safe  and  solvent  condition. 

The  bills  of  the  bank  do  not  appear  to  luive  been  put  into  circula- 
tion to  any  jrreat  extent.  In  October,  1H40,  the  amount  reported  was 
less  than  §40,000.  while  the  specie  held  was  said  to  be  ^5,000.  In 
March,  1841.  the  bank  suspended  specie  piijrment,  but  resumed  July  1, 
1842,  but  after  redeeming  about  |;25,000  of  its  notes  in  a  few  days,  it 
was  obliged  to  agiiin  sus|)end.     In  April,  1844,  it  again   resumed  buHi- 

89,  but  a  year  later  was  forced  to  close  up  its  affairs,  the  Legislature 

viiig  repealed  its  charter. 

Prom  the  legislative  reports  on  the  condition  of  the  bank,  which  led 
to  the  repeal  of  its  charter,  it  was  evident  that  the  institution  had  been 
fraudulently  capitalized.  The  charter  required  tliat  $100,000  capital 
should  be  actually  paid  up  before  any  business  could  be  done.  It  was 
thought  that  tills  had  been  done,  but  it  was  shown  tijat  the  stock  of 
the  bank  had  been  largely  jmid  for  by  the  stoi-kholders'  notes. 

The  bank  did  not  do  a  large  business  because  of  the  general  hard 
times  then  existing  by  reason  of  the  panic  of  1837.  It  struggled  along 
for  several  years  and  finally  discontinued  with  but  a  small  loss  to  its 
biU  holders. 

^P       Earlt  BAitKiNO  IN  Iowa  and  8tmROVNOiN»  CoNomoNa. 

With  the  exception  of  the  bank  above  described,  there  was  little 
^^)anking  in  the  Territory  of  Iowa  until  its  admission  as  a  State  in  1846. 
^^Bknd  even  then  and  well  into  the  fifties,  what  was  known  as  banking 
^^Viras  of  the  simplest  character.  Witli  the  beginning  of  Statehood  and 
^■ithe  opening  up  of  the  fertile  prairies  for  settlement,  immigration  began 
to  pour  in  and  business  to  grow  to  such  an  extent  that  it  became  possi- 
ble to  conduct  the  business  of  a  frontier  bank  with  profit. 

The  banking  business  then  was  very  different  from  tliat  of  to-day. 
There  were  no  railroads,  no  telegraph  or  any  of  the  couiplicated  ma- 
diloeiy  of  modern  busiiiees.  The  settlers  raised  enough  of  stock  and 
grain  for  their  own  use  and  sold  or  traded  the  balance  to  the  constantly 
growing  stream  of  immigrants  coming  into  the  country.  In  later  years, 
■when  this  home  market  had  decreased,  they  hauled  the  surplus  pro<iucts 
of  their  farms  to  the  Mississippi  River  to  be  shipped  away  by  steam- 
boats. Of  money  tliere  was  little,  and  that  little  wonderfully  diversi- 
fied. Of  gold  there  were  the  American  coins,  English  sovereigns,  French 
^^weuty- franc  pieces,  and  a  few  Spanish  doubloons;  in  silver,  Spanish 
dollars  and  quarters,  Mexican  dollars,  five- franc  pieces  and  twelve  and 
<me-half  and  six  and  one-fourth  cent  pieces.  Tlie  paper  money  con- 
sisted of  bank  bills,  part  good,  part  bad  and  part  constantly  fiuctuating. 
The  principal  business  of  the  Iowa  banker  in  those  days  was  the 
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^^ocQities  for  her  citizens.     On  the  contrary,  the  State  discouraged  the 

^Kt)tabli8hmeot  of  banks  and  absolutely  forbade  corporations  with  bank- 

^Bn?  privileges.     The  first  constitution  provided  "That  the  General 

^Hi<<»eiiibly  shall  provide  for  the  organization  of  all  other  corporations, 

^Bxcept  with  banking  privileges,  the  creation  c^f  whirh  is  prohibited"; 

I^BUid  also,  "The  General  Assembly  shall  prohibit  by  law  any  person  or 

persons,  association,  company  or  corporation  from  exercising  the  privi- 

of  honking,  or  creating  paper  to  circulate  as  money."    A  penalty 

>f  one  year  in  the  county  jail  and  a  fine  of  $1,000  wan  provided  for  each 

fender. 

On  account  of  the  rapid  development  of  the  country  there  was  a 

eat  demand  for  money  as  a  medium  of  exchange.     Several  snrround- 

ag  States,  viz.,  Indiana,  Illinois,  and  Wisconsin,  had  established  prac- 

ically  free  banking.     The  notes  of  these  banks  were  in  some  cases 

upon  bonds  of  Southern  States,  the  valtie  of  which  was  question- 

>le  to  start  with,  and  later  proved  to  be  absolutely  worthless.     Be- 

eauoe  of  the  fact  that  Iowa  had  made  no  provision  for  the  banking 

Deeds  of  her  people,  and  because  of  the  demand  for  money,  the  State 

wa.^  made  the  dumping- ground  for  much  of  tliis  fluctuating  currency 

^_^rom  the  States  above  named.     The  value  of  these  bank  notes  was 

^Monstantly  changing,  and  they  were  the  source  of  great  trouble  and  loss 

to  the  people  at  large  and  to  the  banker,  who  could  not  toll  their  value 

from  day  to  day. 

Because  banking  was  prohibited  in  Iowa  and  the  people  were  thus 
compelled  to  suHer  from  the  lax  banking  laws  in  other  States  without 
recourse,  and  because  of  the  demand  for  money,  some  of  Iowa's  busi- 
new  men  determined  to  start  banks  of  issue  in  the  Territory  of  Ne- 
braska. In  1855  Nebraska,  with  a  population  of  les.s  than  5,000,  had 
been  made  a  Territory,  and  there  were  no  restrictions  on  its  Legislature 
chartering  all  the  banks  called  for.  Men  from  Iowa,  Illinois,  Indiana, 
and  Wisconsm  obtained  all  the  bank  charters  they  asked  fur,  and  in 
less  than  two  years  eight  banks  were  organized.  The  first  of  these  was 
"The  Western  Fire  and  Marine  Insurance  Company,"  organized  in 
Maroh<  1855,  by  Thomas  H.  Benton,  Jr.  Until  January,  1856,  when 
five  more  of  these  will  o'-the-wisp  banks  were  organized,  there  were 
lore  of  the  issues  of  this  bank  in  circulation  in  Iowa  than  any  other  i 
jut  after  that  time  they  with  the  notes  of  the  Bank  of  Florence  (con- 
[troiled  by  Cook  &  Sargeant,  of  Davenport,  and  Cook,  Sargeant  & 
)owney,  of  Iowa  CityJ,  the  issues  of  the  Bank  of  Nebraska  (by  B.  F. 
Jen,  of  Oes  Moines),  and  those  of  the  Bank  of  Fontenelle  (by  Green 
Weare,  of  Cedar  Rapids),  were  a  large  part  of  the  circulating  medium. 
When  the  panic  of  '57  was  precipitated,  the  Western  Fire  and  Marine 
Insurance  Company  was  one  of  the  first  banks  in  the  West  to  go.  In 
closing  up  the  concern  only  f  191.30  in  specie  and  |I121  in  bills  of  solvent 
banks  were  found  in  the  bank,  and  its  notes  became  worthless.  The 
Bank  of  Florence  was  kept  up  tis  long  as  the  credit  of  its  backers  held 
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out,  its  issues  being  quoted  at  a  discount.  They  were  all  finally  re- 
deemed. The  Bank  of  Fontenelle  followed  with  the  others.  Cedar 
Rapids,  Marion,  Vinton,  Osage,  Des  Moines,  Council  Blufb,  Fort  Dodge, 
and  Sioux  City  each  had  a  banking  house  from  which  the  notes  of  this 
bank  were  floated.  The  Bank  of  Nebraska,  with  a  smaller  circulation, 
was  the  last  of  these  Iowa-Nebraska  banks  to  succumb,  for  the  credit 
of  the  founder  and  owner  was  still  good,  and  the  bills  were  so  promptly 
redeemed  that  it  was  the  last  to  go.  The  principle  was  wrong,  how- 
ever, and  it  finally  met  the  same  fate  as  the  others. 

A  MoRK  Lbnibnt  Vikw  of  thk  Businbss  of  BAKKDra. 

The  panic  and  hard  times  served  a  useful  purpose  in  opening  the 
eyes  of  the  Legislature  and  other  public  men  to  the  importance  of  pro- 
viding some  stable  system  of  banking  to  facilitate  the  rapidly  devdop- 
ing  business  interests  of  the  State.  Therefore,  when  the  new  constitu- 
tion was  framed  in  1857,  it  provided  that  the  Legislature  might  create 
corporations  with  banking  powers,  which,  before  becoming  valid,  should 
be  approved  by  a  majority  of  the  electors  at  the  general  or  special  elec- 
tion; and  that  they  might  provide  for  the  establishment  of  a  State 
bank,  with  branches,  founded  on  an  aotutd  specie  badis;  that  the 
branches  should  be  mutually  responsible  for  each  others'  liabilities  on 
all  notes  intended  to  circulate  as  money ;  that  each  stockholder  should 
be  individually  liable  to  its  creditors  for  all  of  its  liabilities  to  an  amount 
equal  to  the  shares  held  by  him ;  that  in  case  of  insolvency  the  bill 
holder  should  have  preference  over  other  creditors,  and  that  the  sus- 
pension of  specie  payments  should  never  be  permitted  or  sanctioned. 

Under  these  constitutional  provisions  the  State  Bank  of  Iowa  was 
incorporated  and  duly  sanctioned  by  the  people.  The  history  of  this 
bank  is  given  in  detail  because  of  its  many  excellent  provisions,  many 
of  which  were  afterwards  followed  in  the  laws  governing  National 
banks,  and  because  this  bank  was  practically  the  foundation  of  Iowa's 
present  banking  system. 

History  of  thb  Statb  Bask  of  Iowa. 

As  provided  in  the  constitution,  the  Legislature  passed  a  law  March 
20,  1858,  which  took  effect  July  29,  1858,  after  submission  to  a  vote  of 
the  people,  incorporating  the  State  Bank  of  Iowa.  The  law  limited  the 
number  of  branches  to  thirty  and  forbade  any  branches  in  towns  of 
less  than  five  hundred  population,  and  but  one  branch  in  any  city  or 
town.  A  board  of  ten  commissioners  from  among  the  leading  citizens 
of  the  State  was  nauied  to  supervise  the  first  organization  of  the  bank 
and  branches.  This  board  met  in  Iowa  City  September  15,  1858,  to  re- 
ceive and  act  upon  applications  for  branches.  These  applications  were 
referred  to  committees  for  personal  examination  and  report.  After 
nearly  a  month's  time  devoted  to  investigation,  the  commissioners  ee^ 
tifled  to  the  Governor  that  the  following-named  branches  were  legally 
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organized,  the  stockholders  and  officers  found  to  be  men  of  responsibility 
and  integrity,  and  that  such  branches  had  fifty  per  e»?nt.  of  their  capital 
stock  paid  up  and  wer«»  lawfully  entitled  to  commence  tho  business  of 
banking  under  provi8it>ns  of  the  law :  Muscatine.  Iowa  City,  Dcs  Moines, 
hibuque,  Oskaloosa,  Mt.  Pleasant.  Keokuk  and  Davenport.  Sub.se- 
juently,  between  February,  1859.  and  February,  18G4,  seven  other 
branches  were  admitted  as  follows:  Lyons,  BurUngton,  Washington, 
Ft.  Madison,  McGregor,  Council  Bluffs  and  Maquoketa,  making  in  all 
fifteen  branches. 

The  duties  of  the  board  of  commissioners  having  been  completed, 
the  State  Bonk  was  placed  under  the  control  of  the  board  of  direet^irs. 
consisting  of  one  member  from  each  branch  and  tliree  members  named 
by  the  State  Legislature.  Thi.n  board  met  at  Iowa  City  October  27. 
^858,  and  consisted  of  the  following  directors:  W.  T.  Smith,  Oskaloosa 
branch;  Sam'l  F.  Miller,  Keokuk  branch;  Chester  Weed,  MuscAtine 
branch  ;  P.   M.   Casady,  Dos  Moines  branch  ;  S.  J.  Kirkwood,   Iowa 

i'ity  branch;  R.  Bronson,  Dubuque  branch;  T.  Whiting,  Mt.  Pleasant 
ranch;  Hiram  Price,  Davenport  branch,  and  Benj.  I.<ake  and  Hoyt 
herman,  State  directors. 


OROASlZATIOJf  AND   MANAOKBIKNT  OF  THK   BAWK. 

The  first  officers  of  the  board  were  Chester  Weed,  President ; 


W.  T. 

Smith,  Vice-President;  Elihu  Baker,  Secretary.  The  latter  officer  and 
8.  J.  Kirkwood,  Hiram  Price  and  the  Vice-President  formed  the  execu- 
tive committee.  By-laws  were  adopted,  defining  powers  and  duties  of 
officers:  among  other  things  that  the  President  should  personally  ex- 
amine all  branches  as  often  as  he  deemed  necessary  or  on  the  request 
of  any  three  directors,  and  that  he  should  retain  custody  of  bonds  of 
all  Cashiers  of  the  branches  ;  that  the  executive  committee  hold 
monthly  meetings  to  examine  the  monthly  statements  made  by  the 

ranches;  to  make  personal  esaiuinations  when  thought  wise;  to  pro- 

ide  for  the  circulatbig  notes  proportioned  among  the  branches  and  the 
security  given  therefor,  and  have  general  supervision  of  the  affairs  of 
the  bank  as  well  as  all  the  branches.  The  directors  also  had  the  right 
to  fully  examine  all  branches  and  their  officers  under  oath.     Provision 

as  also  made  for  tho  publication  of  a  consolidated  bank  statement 

ich  month,  showing  their  condition.  The  branches  were  required  to 
make  semi-aimual  and  also  monthly  statements  verified  by  oath  of  the 

ashler  or  President  and  two  directors,  and  to  at  once  publish  the  same 
a.  county  newspaper  and  send  copies  to  each  branch. 
The  parent  Imnk  was  not  a  bank  of  issue  or  deposit.  It  transacted  no 
busuiess  except  with  and  for  the  branches.     It  was  required  by  law  to 

eep  an  office  in  Iowa  City,  then  the  capital  of  tho  State,  where  all 
rds  were  to  be  kept  open  to  the  inspection  of  the  O^neral  Assem- 

ly,  the  Governor,  or  any  ooiumittee  appouited  by  the  G«nerftl  As- 
mbly. 
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President,  and  EtUtu  Baker,  Secretary,  and  these  grentleuieQ  were  re- 
tained in  tlieir  respective  oBBces  during  the  entire  remaining  life  of  the 
bank. 

In  1860  it  was  learned  that  one  of  the  brancbeB  had  made  unsafe 
vestments.  The  executive  coinniittee  promptly  took  charge  of  its 
ffairs  and  authorized  a  reorganization,  calling  upon  other  branches 
for  Fuch  aid  as  was  required,  which  was  given,  so  that  the  branch, 
with  no  delay  and  without  the  loss  of  a  cent  to  its  customers  or  note 
holders,  or  suspension  of  it>s  legal  business,  was  again  put  on  a  firm 
and  solvent  basis. 

SiTSPBNsioji  OF  Spkcik  Patmknts  DuRmo  THB  Crvn.  Wak, 

Early  in  the  Civil  War  there  was  a  general  suspension  of  specie  pay- 
ments throughout  the  country,  which  action  was  followed  by  a  heavy 
premium  on  gold  coin.  As  the  notes  of  the  State  Bank,  then  over  a 
million  dollars,  were  all  payable  in  coin,  and  the  constitution  prohibited 
the  suspension  of  specie  payments,  it  became  a  serious  problem  to  pre- 
vent immediate  return  for  redemption  of  this  large  sum,  a  contingency 
which  would  sw:uiip  some  of  tlie  banks  and  greatly  inconvenience  pub- 
lic business.  In  this  emergency  tlie  board  of  directors  published  the 
consolidated  statement  of  the  banks  showing  their  remarkable  strength, 
and  passed  rc^utions  that  in  view  of  the  suspension  of  specie  pay- 
ments by  the  general  Government  and  the  issuance  of  the  United  States 
greeuhacka,  which  were  to  be  made  legal  tender  for  all  debts,  public  or 
private,  that  all  branchea  be  required  to  receive  such  demand  notes  in 
payment  of  any  or  all  debts  due  them,  and  in  view  of  the  fact  that  a 
continuance  of  the  indiscriminate  redemption  in  coin  of  the  circulating 
notes  of  the  branches  would  inevitably  result  in  relieving  their  vaults 
the  specie  on  hand  to  tiie  benefit  mainly  of  non-residents  and  of 
ikers  engaged  in  collecting  the  outstanding  circulation  for  speculative 
purposee;  it  was  therefore  the  opinion  of  the  board  that  the  highest  con- 
sideration of  duty  to  themselves  and  the  people  of  the  State  required 
that  all  bills  be  redeemed  in  United  States  legal-tender  notes,  or  in  coin, 
as  the  branches  might  choose,  and  that  such  redemption  of  their  bills 
United  States  legal  tenders  should  not  be  interpreted  us  an  infraction 
the  provision  of  the  charter.  Although  the  several  branchea  were 
to  redeem  their  notes  in  coin  when  said  notes  were  in  hands  of 
of  their  own  Stat**,  yet  this  action  was  virtually  a  discontinuance 
ispecie  payment.  The  branches  were  ordered  to  retain  within  their 
vaults  the  full  twenty-five  per  cent,  of  their  circulation.  This  order 
was  emphasized  because  of  the  strong  temptation  to  sell  the  gold  coin 
and  realize  the  heavy  premium  at  which  it  was  then  quoted. 

During  the  war  the  alTairsof  the  bank  and  its  branches  movedalong 

with  but  little  friction,  though  several  of  the  branches  were  found  to 

have  adopted  some  dangerous  practices  tending  to  injure  their  credit, 

bat  prompt  action  on  the  part  of  the  officers  of  the  State  board  brought 
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them  into  line  again  without  injary  or  lo»  to  stockholders  or  costom- 
ers,  and  without  knowledge  at  any  time  by  the  public. 

To  the  branch  banlts  of  the  State  of  Iowa  was  largely  due  the  prompt 
response  of  the  State  to  the  call  of  President  Lincoln  for  troops  to  put 
down  the  Rebellion  of  1861.  At  that  time  there  was  not  a  dollar  in  the 
State  treasury  to  pay  for  arming  and  equipping  troops,  and  the  only  way 
to  obtain  the  necessary  funds  was  by  applying  to  the  banks.  As  sooq 
as  the  needs  of  the  State  were  made  known  the  bfuiks  responded 
promptly  and  generously,  and  all  united,  regardless  of  politics,  to  aid 
the  State  in  fitting  out  and  sending  Iier  soldiers  to  the  Jbront. 

Closino  of  thb  State  Basis  of  Iowa. 

When  the  National  banking  system  was  established  and  a  heavy  tax 
imposed  on  the  circulating  notes  of  banks  doing  business  under  the  State 
law,  the  local  bank  circulation  was  rapidly  suppressed. 

At  a  meeting  of  the  directors  of  the  State  Bank  of  Iowa  in  Ye\a\h 
ary,  1865,  steps  were  taken  to  close  up  the  afEairs  of  the  bank.  It  was 
ordered  that  all  the  bank  circulation  on  hand,  as  well  as  the  mutilated 
notes  returned  by  the  branches,  be  burned,  and  that  no  branch  be  re- 
lieved from  any  legal  obligations  to  the  State  Bank  until  all  the  drca- 
lation  of  all  the  branches  be  redeemed  or  its  redemption  provided  for 
beyond  a  doubt.  The  branches  were  forbidden  after  March  15  of  that 
year  to  pay  out  circulating  notes  of  their  own  or  any  other  branches, 
and  were  iustructed  to  send  the  parent  bank  at  least  once  every  thirty 
days  thereafter  all  the  State  Bank  notes  in  their  possession.  Stringent 
provision  was  also  made  for  the  redemption  of  their  notes,  and  they 
were  rapidly  withdrawn  from  circulation,  the  entire  circulation  being 
redeemed  without  the  loss  of  a  cent. 

At  the  meeting  of  the  board  in  August,  1865,  formal  action  was 
taken  providing  for  the  complete  closing  of  the  bank,  and  notice  given 
that  on  November  1,  following,  the  safes  and  other  furniture  would  be 
sold  and  the  office  at  Iowa  City  formally  closed.  The  last  meeting  of  the 
board  was  held  in  Davenport  November  25,  1865. 

Most  of  the  branches  were  at  once  merged  into  National  banks,  and 
so  quietly  and  easily  was  this  done  that  the  change  was  little  felt. 

The  first  consolidated  statement  of  the  eight  original  branches  at  the 
beginning  of  business  February  7,  1859,  and  also  the  last  statement 
January  2,  1865,  of  the  fifteen  branches  before  going  out  of  business, 
will  be  found  below. 
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State  Bank  (\f  Iowa,  Statement  February  7,  1859. 

ASSETS. 


Nakb  op  Biulhchrs. 


Mnaotlne  Bruoh 

Itabnqne  Bruioli 

Keokuk  Branch 

Mount  Pleaaant  Bruioh 

MerohanU'  Br.,  DaTonport.. 

Oakalooss  Biancb 

Bianob  at  lowaCitjr 

Bianob  at  Dea  Moines 


aafetv 
fund. 


94.848 
8,760 
8,480 
a,940 
6,000 
3,185 
3,876 
3,666 


Specie. 


$17,660 
16,660 
17,820 
14.467 
84,024 
16,606 
32,628 
23,798 


Total '  931,680    9171,248 


I  Dtfrom 


IToUtof 

"J*"      ipeei€pay. 
ipeeUpay. /^    ,  '^  ' 


926,926 
16,721 
3,280 
6,886 
13,608 
4,817 
0.811 
4,'JOl 


982.268 


911,304 

20,336 

19.798 

10,462 

8,488 

13,160 

8,507 

5,224 


905,365 


Zoant 

and 

dUeountB. 


918,380 
17,727 
26,836 
18,718 
20,888 
13,631 
12,899 
24,483 


9168,411 


OM«r 
Uetnt. 


96,778 
6,468 
8,676 
8,186 
3,784 
1,818 
1,860 
1,860 


927.698 


LIABILITIES. 


NAMX  or  BBAHCHRti. 


MnccatlDe  Branch 

Dabnqae  Branch 

Keokuk  Branch 

Mount  Pleasant  Branch 

Merchants'  Branch,  Davenport. 

Oskaloosa  Branch 

Branch  at  Iowa  City 

Branch  at  Dee  Moines 

Total 


CapUal. 


Oircula- 
Uon. 


934,000 
30,000 
26,250 
25,000 
26,300 
85,000 
35,000 
25,000 


_L 


916,995 
11.677 
17.121 
10.686 
10,189 
18,380 
17,096 
11,760 


9216,650     9106,794 


J)ue 
other 
6anAM. 


9165 


443 

887 


146 


91,142 


Due 

to  iepoH- 

tort. 


938,945 
38,374 
88,674 
20,060 
50.810 
14.840 
83.096 
85.440 


9834,841 


Other 
Uemt. 


9686 
699 

1,110 
918 
601 
38S 
617 
988 


96,938 
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state  Bank  qf  Iowa,  Statement  January  t,  1865. 

ASSETS. 


LOCATION 

OF 
BKAMCHBS. 

Safety 
fund. 

apieU. 

of  otHtr 

Ihufnwk  ■ 

^■^-         com 
mmAOmU     ^ 

»«Mtt. 

BuTllngton.... 
OooBOll  Blutns. 

Daveiiiwrt 

D«a  Moines 

Dubaqn« 

rortMuUaon.. 

lowaCity 

KMkak 

I^rtmaClty 

MkquokeU.... 
MoOtvfPkr 

$36,600 
68,000 
29.000 
10.600 
36.305 
19,000 
13,000 
20,000 
13,500 
7,700 
7,000 
13,000 
11,000 
13,000 
10.400 

$77,526 

6,833 

3,284 

86,731 

71,806 

16,674 

8.778 

88.388 

38,678 

16,648 

4,934 

28.526 

19.764 

22.270 

10,674 

•243,654 
25,520 

217,401 
66.646 

102,817 
88,488 

112,415 

71.886 

47.487 

46.747 

8,007 

133.446 
73.373 
81.006 
91.688 

•139,625 
64,148 
58,147 

4.786 
84.345 

7.677 
37.158 
41.853 
68.838 
37.300 

•470.433 

69.««4 

166,490 

178.884 

437.836 

60.373 

128,833 

169,090 

86,087 

30,608 

68.981 

176.677 

158.966 

108.784 

193.877 

•19,100 

1.8*4 

64.600 

lOiOOO 

116.966 

3.688 

37.881 

40.278 
8.900 
1,<H7 
1.060 

81.387 
7.0S8 

88.700 

•1.4M 

11.1M 

lUTt 

1.9W 

90.406 

90.0Z1 

1^18 

WTl 

5.M7 

4.2M 

84 

Mt.  PlVMMIt.. 

MuMkUne 

0«k*la«>Mk 

Vr'aahluittan... 

13.383 
65,000 
31,029 
46.686 

10L991 

16.«9t 

6.3W 

lVt»I 

«.<t08.905 

•389,802 

•1.300,481 

•668,611 

•3.468,863 

•381.-i83 

•1S2344 

MABILITIK8. 


I..>.»IIO\    OK 

llmNi  HK!>. 

Capital. 

nrntlation. 

Du«  other 
bankt. 

Dueto 
dtporttori. 

Otktr 
iUwu. 

lioMUMa*. 

llurhiKtoii 

*1.M>.(HH> 

r26«.940 

•1.266 

•662,177 

•  1S.8I0 

•e)«9.193 

IVmi.  il  l<l»(T» 

Ml.lHH) 

97.904 

113 

57.136 

31.530 

236,6i<3 

1>»>>111H'1I 

tiO,lH)0 

1.785 

5.454 

452.751 

16.308 

536.299 

IS".  Moiui  s        .   .. 

TS.»HH) 

U0.035 

1.404 

83.309 

10.684 

3I3.4!I3 

lUitMuiiio 

IMVlKW 

28:t.837 

9.148 

361.474 

55,005 

859,465 

>\iU   Nl.ttlMOll 

77.1HH> 
TO.tHW 

;<2,27e 

1«7 
470 

19.493 
214.772 

165,566 

U«W;I  \^\\S 

13,348 

S30,*:i 

K.-.-k.a 

SO.(HH) 

132,477 

1.233 

166.232 

13.773 

3!<;(,717 

I  N.'h-  V  \y\ 

M>.lHH) 

«6.5>i6 

1.501 

111.758 

11,509 

261,j;.5 

\h»,,.l,.k.l» 

i,\.»HH> 

HO.lUO 

46 

73,339 

4.6T0 

is3.:o:> 

M.->iM  t.n 

^O.^HH> 

ll>.4H4 

2S>« 

4,009 

6.208 

■W.lC' 

MtMiiti  T'm  f..tu( 

;.(>.(HH> 

•.H>.;t'.HI 

1,616 

212.738 

3.'),5«i) 

39<».3I* 

M.i-.-.>ii".' 

.•>>i.-.'(K> 

lv4.;!tHl 

12,000 

199.X16 

0,722 

31 1,".!* 

t^xk  .*.>i^^« 

;.(>  >««H> 

Sl,l;«l 

e4,3o3 

0.3SS 

201.(ITJ 

WioMiisi.'ii 

,V  1H><> 

4.i.tH>;< 

no 

288.037 

15,136 

306.>6 

IvUI 

»l  WS.AV 

*i.4;!!'.TtU 

*;«,si2S> 

«.i*5I,462 

•345,736 

•5.«-.<«.(Wl 
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Prom  the  merging  of  the  branches  of  the  State  Bonk  of  Iowa  into 
National  banks  in  1864  up  to  1873,  a  number  of  banks  were  organized 
under  the  general  incorporation  laws  of  the  State  as  banks  of  discount 
and  deposit.  The  Code  of  1873  pro\ide8  for  the  regulation  of  these 
banks  by  the  State. 

They  are  required  to  make  quarterly  statements  to  the  State  Audi- 
tor, specifying  the  amount  of  capital  stock  actually  paid  in,  the  amount 
of  debts  of  every  kind  other  than  to  regular  depositors,  the  total  amount 
due  deptVitors,  the  amount  of  deposits  with  other  solvent  banks  or 
bankers,  specifying  places  and  amount  deposited  in  each,  the  amount 
of  gold,  silver  and  bullion  on  hand,  and  the  amount  of  bills  on  hand 
of  solvent  specie  paying  banks,  the  amount  of  discomits  and  other  evi- 
denoes  of  debt  owned  by  the  bank  and  specified  as  good,  doubtful  and 
In  judgment,  the  value  of  all  real  or  personal  property  held  by  the 
bank,  the  amount  of  undivided  proHts,  if  any,  and  the  total  amount 
I  of  all  liabilities  to  the  bank  on  the  part  of  the  directors  thereot 
^^K  The  Auditor  of  the  State  was  empowered  to  call  for  a  report  at  any 
^^Btime,  as  often  as  four  times  a  year,  and  he  waa  further  empowered  to 
^^■stake  a  personal  examination  of  such  banks,  if  at  any  time  the  public 
^^Interest  seemed  to  warrant  it,  and  in  case  the  state  of  affairs  demanded 
Buch  action,  to  direct  the  Attorney-General  to  commence  proceedings 
for  the  clo.oing  of  the  bank  and  for  tlie  liiiuidation  of  its  business,  giv- 
ing preference  in  the  payment  of  creditors  to  depositors.  A  failure  to 
make  the  required  report  to  the  State  Auditor  was  made  punishable  by 
a  fine  of  not  less  than  $1{K1  nor  more  thnn  $1,00U,  or  by  iiuprisonment 
not  less  than  three  mouths  nor  more  than  tbiree  years  in  the  peniten- 
tiary. The  provisions  of  this  law  were  not  to  be  enforced  against  any 
existing  incorporated  bunking  uistitution  or  officers  thereof,  provided 
that  on  or  before  September  1,  1873,  any  such  institution  should  file 
a  satisfactory  sworn  statement  of  its  condition  with  the  Auditor  of 
State. 

The  law  required  a  capital  of  $S50,000  except  in  towns  having  a  pop- 
ulation not  exceeding  three  thousand,  where  such  association  might  be 
rganized  with  a  paid-up  capital  of  not  less  than  :^5,000. 

These  laws  are  practically  the  laws  governing  the  State  banks  at  the 
resent  time  with  the  additions  that  the  stockholders  are  now  made 
ditionally  liable  for  all  Uabilities  to  the  amount  of  their  stock;  that 
D  case  the  capital  of  the  bank  becomes  impaired  an  assessment  can 
made  on  the  stockholders  for  any  sum  necessary  to  make  the  capital 
[.Stock  good ;  all  State  banks  located  in  cities  or  towns  having  a  popu- 
lation of  less  than  three  thousand  shall,  at  aU  times,  maintain  a  reserve 
f  not  lees  than  ten  per  cent,  of  their  total  deposits,  and  banks  located 
in  cities  or  towns  having  a  population  of  three  thousand  or  more,  shall 
jnaintain  a  reserve  of  not  less  than  fifteen  per  cent,  of  their  total  de- 
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positB;  three-foortlis  of  meb  reeerre  may  t>e  kept  on  depoiit  witfa  other 
banks  oi|;aaized  under  State  or  national  laws. 

A  more  reoemt  law  provided  for  bank  examiners  under  the  dixsetioo 
and  raperrision  of  the  State  Auditor. 

The  State  banks  have  had  a  rapid  growth,  as  will  be  Men  hj  tbi- 
statement  ^ven  below  giving  the  consolidated  report  from  the  date  of 
the  first  report  to  the  Auditor  to  the  present  time. 

Statement  Shtming  the  Condition  qf  State  Bankt/or  a  Serim  af  X*»t%, 


OATS8. 

.1 

Mn» 

AU9tkm 
MMto. 

AmotoA 

AVM 

CmpittX         tnhm 

ri 

Bevt.  90,1878. 

S3 

•S.968.16S 

•Bl  0.870 

r.i.6ss.4ia 

•1,016.056 

t30T.«M 

«M^ 

Oet.83.lS7S.. 

28 

3,S1M87 

773,062,    1.031.106 

1..W7.902 

350.343 

*^ 

8«Vt.  1.1877.. 

81 

2,780.34S 

94S.012 

1,6«9.227 

1.62a,6.'i3 

418.37* 

t;m 

Sqtt.  37, 1879. 

S3 

2,747,708 

1.188.803 

3.(1.12.344 

1.620.806 

3TS.M6 

umi 

B«pt.30,1881. 

81 

4,030.881 

1,097.387 

4.1 63.403 

1.613.7S6 

aei^u 

%Mum 

Ans.  4,  1883.. 

48 

6,334,300 

2.102,438 

4.439,663 

2.886,708 

esam 

^x»m 

JiineSO,  1K85. 

SO 

5,417,386 

2,444,168 

4,3;iM,328 

3.89e,0«8 

T87.*» 

',mo» 

Jane  30, 1887. 

68 

7,444.217 

3.832.089 

^.747,3»I0 

3.6TP,«48 

MV.170 

loin^t 

Jane  80, 188D 

BO 

B.MS.OBS 

3,326,017 

7.371,516 

4.416.748 

i.481.M4 

ixrnu* 

JuneSO,  18S1. 

132 

16,510.903 

6.358.888 

13.000.311 

0.4<K>,H0H 

1.888.63B 

S1.Tfa74t 

Jane  iW.  1803. 

177 

30.534,831 

6,686.034 

16.73S.40a 

8.074.130 

a.sai.o«s 

m.na«« 

Jiwe  SO,  180&. 

104 

30.419.538 

6.338.898 

16.808,647 

8.737.000    2.SS9,B?9 

H^jH(^H~ 

Jonv  3(),  ISHT 

306 

19,088.146 

8,314,001 

l«,867,a39 

0,136,700  a,9as,Me 

H,aa.TM 

Juno  30, 1800 

307 

37,«88.416 

13,110.084 

30,367,807 

9,073.170  a,«9ijn 

MMat* 

Sattstos  BAinca  op  Iowa. 

Provision  for  the  Savings  bank  system  of  Iowa  waa  made  bf  \ 
Fifteenth  (leneml  Assembly  in  1874.     There  had  been,  it  is  troa,  a  I 
ber  of  Bo-oalled  Savings  banks  prior  to  this  time,  but  they  wc 
name  only.     They  int^luded  the  name  Savings  in  their  bank  tttlc,  ^ 
they  were  left  entirely  to  their  own  discretion  in  thetnutsaetkmof  Chrir 
boslneaa 

nnd«r  the  law  of  1874  a  Savings  bank  might  b*  organtMd  \is  Ml 
1MB  than  flva  p«nons  and  with  a  cApital  of  flO,000  In  towm  of  t« 
thooaand  inhaUtanto  or  leas),  or  •50,(.iiK)  capital  ia  towns  or  eiti«  «tt^ 
more  ttuui  ten  tboosand  inhabitants.  The  usual  eorpomtfl  puwn  \ 
gmolcd.  The  auoant  of  deposits  was  hmited  to  teo  tinat  Um  | 
Ofefllal,  and  in  ease  this  amocmt  shoatd  be  exnadod,  Um  «B|ital  nstf 
b*  bMnand  so  SM  to  eoBse  within  the  pravkiaci  uf  tlu!  law.  TbaoMMl 
for  re9«yiB«nla  of  dcposita  wcm  aaailtt,  auUia  addtttantfe* 
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ivings  blinks  were  given  the  privilege  of  requiring  sixty  days'  Botioe 
jior  the  wittidrawal  of  deposits. 

Tbe  Savings  banks  were  allowed  to  invest  their  fuuds  in  the  securi- 
ties nnined  below : 

(1)  Stoclts,  bunds  or  interest- bearing  notes  of  the  United  States. 

(2)  Stocks,  Ixtnds,  or  evidences  of  debt  bearing  interest,  of  the  State 
|of  Iowa. 

(3)  Stocks,  bonds  and  warrants  of  any  city,  town  village,  or  school 
[district  in  tbe  State  regularly  issued,  but  not  to  exc«ed  twenty-flve  per 
[eent.  of  the  assets  of  any  Savings  bank  should  consist  of  such  bonds  or 
■warrants. 

(4)  Mortgages  or  debts  on  unincumbered  real  estate  within  the  State 
wortli  at  least  twice  the  amount  loaned. 

(5)  It  was  made  lawful  for  such  banks  to  discount,  purchase,  sell 
and  make  loans  upon  coiniuercial  paper,  notes,  bilh*  of  exchange,  drafts 
or  any  other  personal  or  public  security,  except  that  such  banks  should 
sot  purchase,  hold  or  make  loans  upon  the  shares  of  their  own  capital 

[stock. 

The  law  allowed  the  banks  to  own  a  bank  building  witli  lot  and  also 
^vaeh  property  as  tliey  might  acquire  by  foreclosure  of  mortgage,  pro- 
viding that  such  property  be  not  held  more  than  ten  years. 

The  rate  of  interest  to  be  paid  was  left  to  the  discretion  of  the  trust- 
ees, and  the  profits,  after  the  payment  of  such  interest  and  expenses, 
went  to  the  capital  stock. 

Stfwkholders  were  Uable  to  the  creditors  besides  their  stock  to  an 
amount  equal  to  the  stock  held  by  them,  and  such  liabilities  continued 
^_  for  sLx  months  after  transfer  of  any  stock. 
^V       Directors  were  to  receive  no  compensation. 

^B  Officers  and  directors  of  the  bank  were  required  to  give  similar  se- 
^■cnrity  for  loans  as  required  of  others,  and  such  loans  could  only  be  made 
^vby  tlie  board  in  the  absence  of  the  party  applying  therefor.  The  Sav- 
HrlngH  banks  were  also  prohibited  from  loaning  to  any  individual  or  Arm 
more  than  twenty  per  cent,  of  the  capital  stock. 

I  Other  banldng  institutions  were  prohibited  from  using  the  term  Sav- 
ings bank  in  their  title. 
All  Savings  banks  were  required  to  make  a  quarterly  stutemejit 
to  the  Auditor  of  the  State,  giving  in  detail  the  Ktatement  of  condi- 
tion upon  a  given  day.  Tliis  statement  was  made  under  oath  of  the 
officers,  and  was  required  to  lie  published  in  the  county  wliere  the  l>ank 
was  located. 
False  statements  of  condition  or  false  entries  on  tbe  bank  books  by 
any  officer,  agent  or  clerk,  were  declared  a  felony  and  punishable  with 
a  tine  not  exceeding  610,000  and  unprisonment  in  the  penitentiary  not 
less  than  two,  or  more  tlian  five  years. 

The  State  Auditor  was  given  the  power  to  examine  any  Savings  bank 
ly  time,  and  should  the  conditions  warrant  such  proceedings,  he 
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waa  required  to  report  the  facts  to  the  Attomey-Qeoeral,  who  issUtii 
proceedings  under  the  law  relating  to  injj^olv'ent  ourporatioiia. 

Provision  was  made  for  increasing  the  cupital  stock  \>j  a  two-third* 
vote  of  the  existing  shares.  The  corporate  existence  of  the  biuilL*  wu 
placed  at  fifty  years.     At  all  elections  each  share  had  one  rnte. 

The  statements  were  required  to  specify :  the  capital  stock ;  thedebtt 
of  every  kind;  the  deposits,  sight  and  time;  amount  of  deposit  with 
other  banks:  amount  of  gold  and  silver  on  liand;  amount  of  disooonta, 
specified  as  good,  doubtful,  or  in  judgment;  amount  uf  peraooAl  ptop- 
erty ;  undivided  profits  and  total  liabilities  on  part  of  directors. 

The  bank,  and  not  the  stockholders,  was  required  to  pay  the  tai, 
and  it  was  provided  that  the  bank  property  be  subject  to  uo  gmUt 
tax  than  other  property.  It  took  a  three-fourths  vote  of  all  the  afiHl 
ato^  to  diaBolve  the  corporation. 

Althoo^h  at  the  time  this  Savings  bank  bill  wa«  paiaaed  tlien 
mXM  considerable  apprehension  in  regard  to  allowing  such  bank*  tii 
deal  in  oommerdal  paper  and  loan  on  personal  seicurity,  yet  thb  has  not 
proved  a  aource  of  weakness,  and  was  a  necessary  provision  at  that  time, 
a>  a  strictly  Savings  bank,  without  authority  to  do  any  commercial  1 
inen,  would  have  had  in.sufflcient  encouragement.  That  feature  of  ( 
bill  providiug  for  real  estate  mortgages  on  unincumbered  iwal 
within  the  State  has  been  of  great  value,  ob  such  loans,  when 
«rly  made  in  the  State  of  Iowa,  have  always  been  safe  and  resunii^ 
atlT*. 

From  1970  to  1874  there  had  been  a  number  of  Saving  banks  or 
guimfA  under  the  regular  corporation  laws  of  tlie  State.     Wben 
bill  above  referred  to  became  a  law,  these  institutions  adaptwd 
selrvs  to  the  provisions  of  the  law,  and  were  duly  autlinri£«d  to  i 
a  Savings  bank  business  under  the  laws  and  regulations  spemBed. 

The  growth  of  Saving*  banks  in  Iowa  has  been  rapid,  both  in  omii- 
bers  and  the  amount  of  buUness  done.  There  has  been  Uuie 
in  laws  goA-cming  theui.  Provision  is  now  made  (or  examinatkM^ 
taifh  bank  by  a  State  bank  examiner  at  least  once  a  year.  Those  8ai^ 
Ingi  banks  which  do  a  commercial  business  in  towns  of  lees  than  tbiw 
tboasand  p(.>|Hilation  are  now  required  to  keep  a  c»s\x  reserrv  fund  equal 
to  flfleen  per  c«nt,  of  their  oommeroial  dcpoats  and  eight  {ler  aant  ol 
tbelr  8aving«  depoaits,  and  bank.s  in  cities  or  towns  having  a  pupiilstfan 
nf  three  thousand  and  i}\eT,  nni.st  keep  a  cajsli  n*M'rv-e  fuml  ni|ual  (^ 
twcufy  per  cent,  of  their  commemiaJ  deposits  luid  eight  per  wot.  ttf 
t  heir  Savings  depuoits.  Savings  banks  doing  an  cxcluKtrc  SnTiug*  ba&k 
busiivcNst  «haU  at  all  times  keep  a  cosh  fund  equal  U)  eight  p^r  acoL  d 
Ihrlr  dc|>o*ltti.  ThiT«^foi»r<hs  of  such  rtaerve  fund  may  be  kept  on  d^ 
ptwit  mibjcct  to  call  with  other  banks  orgauited  uit'  >•■ 

tltvtal   lawK     The  tal>lf  given  below  shows  the  gri'  •• 

SaviniP  banks  trota  the  urgnuizatiou  of  the  systeui  dowu  u>  Uui  ^l*wI 
liitii' 
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i  of  the  Condition  of  Savings  Banks  for  a  Series  of  Tears. 


Dates. 


OOU23.  1875.. 
Bpt.  I.  1877.. 
.  87, 1879. 

■.«,iin.. 

I  »0. 1886. 

1887. 

,1888. 

ISO.  1891. 

1 30.  isgs. 

RDV  ao,  1895. 

JuDe  ao.  1897. 
Jniu  30,  1899. 


^1 

JHtU 
reetivalite. 

All  ofhrr 
OMelt. 

C680.831 

due 
individual 
dfpoiiton. 

18 

«3,620,764 

«3,S3H.886 

18 

9.737,138 

624,049 

3,296,803 

90 

8.018,769 

878,660 

2.868,376 

S8 

6.S06.3U 

1,401.704 

6,613.723 

38 

7.198.990 

1.326,819 

6.701,144 

34 

7.644.668 

1.974,213 

7,401.633 

37 

10.396.774 

3.339.673 

9.069,019 

60 

14.348.106 

3,842,384 

13.136,068 

HS 

21.336,963 

6.268.683 

30.831,495 

148 

39.860,994 

6,363,063 

36,436.031 

170 

80,&6T.e9l 

6,817,988 

38.168.480 

186 

38,903.443 

8,093,363 

38.686,664 

19B 

48,836,779 

14.667.668 

48.147.860 

Capital 
itock. 


•766.600 

793.600 

796.300 

914.000 

1.336.000 

1.646.000 

3.138.693 

3.366,400 

4.666.600 

6,400.700 

7.433.400 

7.161,600 

7,800.000 


Other  ToUU 

UabiUlUM.\      OMttU. 


«107.309 

173.873 

3»l.e38 

260,296 

328,694 

673.333 

668,035 

803.881 

1.097.661 

l.»98.344 

1.803,741 

1.864.(89 

1.966.687 


«3.901.e8B 

8,361.176 

3.896,314 

6,708,018 

8,419,780 

0,618,866 

12,066,347 

17.186,840 

36,484.646 

34,733.076 

37,386.630 

37,696.604 

67.004,448 


National  Baitss. 

The  banks  of  Iowa  came  quickly  to  the  support  of  the  general  Gov- 
ernment, when  Congress  provided  for  the  organization  of  National 
banks  and  through  them  for  a  market  for  the  Government  bonds.  As 
noted  elsewhere,  the  various  branche.s  of  the  Iowa  State'  Bank  at  onoe 
difloontinued,  and  most  of  them  became  National  bank.s;  one  bank, 
the  First  National  Bank,  of  Davenport,  having  the  honor  to  be  the  first 
National  bank  organized  in  the  United  States.  From  that  time  the 
growth  of  thi.s  banking  system  iu  the  State  has  been  steady  until  now 
(1899)  there  are  168,  with  total  resources  of  f73, 720,272. 

Prtvatk  Bajtks. 

Because  of  the  legislative  opposition  to  banks  in  the  early  history  of 
le  State,  private  banking  became  a  necessity  to  meet  the  demands  of 
ie.     From  the  admission  of  Iowa  as  a  State,  in  1846,  until  the  organ- 
^7,ntinn  of  tlie  State  Bank  of  Iowa,  in  1S58,  all  of  the  banking  business 
of  the  State  wa.s  transacted  by  private  bankers. 

With  the  development  of  the  interior  counties,  men  of  other  busi- 

I,  such  ns  land  agents,  general  storekeepers,  etc.,  transacted  more 

lem  of  a  banlung  business  in  connection  with  their  regular  burliness. 

the  country  grew  in  population,  and  as  the  demand  for  banking 

facilititts  increased,  these  gradually  dropped  their  other  lines  of  business 

became  full-fledged  private  bankerft. 

A.  large  majority  of  the  private  bankers  are  self-made  men  iu  the 
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boat  Mnm  of  the  term.  Tbey  have  developed  with  lb»  < 
the  country  nbont  tliein;  their  koowledgw  <rf  bilking  1»—  fcaen  griiii 
by  harti  i>x|M^nerice,  and  ob  a  eUai  tbey  an  tmnttd,  rftfevd,  mA  Mb- 
■tantial  buHlnetw  men. 

ThiN  HuHH  uf  banks  number  abont  fire  bondnd  and  MI7,  or  mbmv 
M  all  the  other  biuik^  put  toffetlier.  If  i»  «ttiin>twl  tiMt  thiirMii 
depoMltH  will  Miiiouiit  to  forty  miilioiiB  of  doUara.  They^  eqjoy^ ibt  «i» 
fldon"'^  i>f  till.'  poopic  in  thtir  several  k^alities. 

From  time  tr>  time  an  effort  hat)  l^een  made  in  the  Stele  LagWalan 
to  hriiiK  th<«Mo  bankH  under  State  control,  but  witboat  ■u<!mjc». 

Iowa  Baitkbrs'  Association. 

The  lowH  Bankers'  Association  was  organized  July  28,  1887,  «M>  & 
■mbershlp  of  twenty-nine.     From  thi»  nnall  be^^inning  it 
l9'tl#'On<-  of  the  largest  and  most  practical  of  the  State  b«itlMn^ 
rintl(in<«  of  tho  country.     The  assoi^iation  has  met  earb  year,  ni 
•hown  n  milMitAnthil  and  uninterrupted  growth,  until  at  tbe 
time  ( |Si)D>  tho  total  niembenhip  is  about  four  hundred  and  t««nty4m 

Tho  lown  honkers  have  taken  an  advanced  position  on  all  natlaB 
of  pntctlMil  viUun  to  tho  members,  In  1897  the  (croop  ■ystem  W* 
ndoptod  Till'  name  y^^ar  ftmds  were  set  aside  from  the  treasury  for tk* 
Hp|kr«>ht<nsii>n  and  prosecution  of  criminals  operating  against  ■•■ 
uf  Ihe  State  a^H(>ciation.  A  prominent  lawyer  was  selected  in 
flouitty  to  look  aftor  thn  State  association's  buiuneas  for  tbal 
ftod  In  every  cn»e  of  fraud  against  a  member  tbe  matt«r  has  beea  tritn 
up  at  on(H<  luid  pu!<hed  vi)7orou!<ly,  regardless  of  time  and  expmse.  A* 
a  nwiilt,  tlu>  a.viiu'iiitiiiit  him  been  able  to  send  a  number  of  primlnehti 
the  iM>]iit<<ntiiiry,  niid  it  ha^  prosecuted  bank  swindlers  so 
And  suc>c4Wi(ully  tliMt  the  members  of  the  assoeiation  are 
(tm  from  such  loesea. 

BvnxdM  4SD  BAiTKiNe  Craractbristics  op  thb  Stats. 

Iowa  Is  one  of  the  principal  agricultural  and  stock-raising  J 
tlu>  Union.     It  hiu<  ni'vor  had  a  failure  of  crops.     The  hi«taiTi4^ 
State  shows  a  strndy  an<i  substantial  growth  every  year.     F^ 
reasons  Iowa  Is  a  k^hhI  l>anking  State.     It  has  no  great 
eiUi«,  but  inst«^a<l  an  t>scfptiouiUly  largi*  number  of  smaO  towns,  •■ 
of  which  is  a  bankinK  't»*i  tnult^  mentor  for  the  sozroanding  eoontiT. 

While  the  aggn<gatt>  Ixuxk  ca|Mtjtl  employed  will  not  couipan*  ^liA 
H(«venU  KiL'itvni  8tat4-><.  yet   in  (M)iiit  of  uinaey  earned  on  oapitalj 
{ktoytvl,  luvvti  banks  will  (Mm(>are  must  favuntbly  with  thoNiaf  any< 
Stat*'. 

AMuuiing  a  population  of  8,300.000  fur  the  8tat«,  the  ann«i 
<Nipitn  depotiita  of  tlie  State,  m»  taken  from  the  last  statetnenta,  woakil* 
f74.no,  thus  sitowiitg  tliat  Iowa  is  well  at  th«  fnmt  aoMMirtbel 
lu  Itank  depoaita. 
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As  has  been  noted    Iowa  took  a  decided    stand   against   wildcat 
J]  king,  although  this  system  of  supplying  money  was  in  vogue  in  most 
Hie  surrounding  States.     From  that  time  down  to  the  present,  the 
ig  business  ha*  been  conducted  in  the  most  conservative  way.  At 
le  present  time  thi.s  State  has  taken  the  most  advanced  position  on  the 
gold  standard  question  of  any  Stjite  in  the  West.    This  action  is  doubt- 
less due  to  the  high  average  intelligence  and  Gonservatisin  of  the  popu- 
iihaa. 

National  Banks. 

Figures  are  In  tbousandB  of  dolloTB. 


TEAM. 

^5 

Loantund 
MaemmU. 

v.a. 

bondM. 

tatKttmm*. 

Cmr»al. 

ampUu. 

VMU 

firo)Ut. 

Oat- 
itai\ding 

Hrtula- 

/iMtt- 

B3.... 

s 

»fl3 

$131 

$100 

$97 

$4 

$946 

B8.... 

44 

6.107 

4.35B 

3.04U 

8.693 

$664 

419 

$3,168 

6.444 

TO.... 

n 

10,787 

6,180 

1.073 

6,813 

1,363 

018 

4,986 

9,38» 

TC.... 

76 

0.686 

t.89S 

3.110 

6,067 

1.414 

674 

8,966 

7,130 

BS.... 

no 

a0.1S4 

B.600 

3,818 

9,065 

1.960 

1,009 

4,686 

16,648 

1888.... 

139 

26.3aS 

8,988 

3,886 

10,148 

3,708 

1,368 

3,763 

31.378 

1808.... 

168 

83306 

8.880 

4.016 

14,700 

3.a6e 

1.637 

8,303 

34,634 

vem.... 

17a 

48.024 

6,480 

4.864 

18,800 

3.038 

i,a»8 

4.749 

43,388. 

MISSOURI. 

The  first  currency  in  Missouri,  as  in  nearly  all  the  other  early  We«t- 
em  States  and  Territories,  consisted  of  the  skins  of  animals,  known  by 
»e  term,  furs  and  peltries  ;  it  requiried  no  mining,  smelting,  assaying 
'  coining — and  it  possessed  almost  as  great  a  range  of  values  as  the  pres- 
et United  States  coinage,  beginning  with  a  raccoon  skin  at  twelve  and 
\  half  cents,  and  rising  through  deer  skins  at  forty  cents,  and  marten, 
wolf,  buffalo,  bear,  beaver,  lynx,  to  five  doUara  for  otter.  St.  Louis 
was  more  fortunate  than  other  early  settlements  in  the  West  in  its  more 
liberal  supply  of  this  primitive  uitmey.  There  was  never  any  scarcity 
of  it,  and  it  was  more  varied  than  tliat  posse.ssed  by  any  other  Western 
fttlement. — for  St.  Louis  was  founded  in  1764  by  Laclede  and  theChou- 
m  brothers  a*  a  fur  trading  post,  and  it  drew  its  furs  and  peltries,  not 
\\j  from  the  adjacent  forests,  prairies  and  streams,  but  from  that  rich- 
est fur  region  on  the  continent,  the  head  waters  of  the  Missouri — while 
the  vast  herds  of  buffalo  on  the  plains  supplied  packs  of  robes  without 
limit.  The  fur  traders  at  St.  Louis,  at  an  early  day,  before  the  Louisi- 
ana Territory  became  part  of  the  domain  of  the  United  States,  had  es- 
ibhshed  forts  at  several  places  on  tlie  Upper  Missouri  for  the  gather^ 
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ing  of  BkiiiB,  and  the  annnal  for  paok  broaght  down  in  Mackinaw  boats, 
barges  and  boll  boats  was  valued  at  (200,000  a  year  Ixom  1788  to  1801, 
which  was  mnch  the  same  as  an  annual  influx  of  enireney  of  th«t 
amount.  The  packs  were  shipped  to  New  Orleans,  Mraitreal,  Philadel- 
phia and  sometimes  to  London.  The  different  kinds  of  pettoies  were 
redeemable  in  one  another,  at  established  rates,  and  notes,  bills  and 
receipts  were  drawn  for  so  much  money,  or  so  many  pounds  of  shaved 
deerskins,  or  so  many  beaver  or  otter.  As  late  as  December  14, 1807, 
three  years  after  the  cession  of  Louisiana  Territory,  indodlng  Missouri, 
to  the  United  States,  Judge  J.  B.  C.  Lucas,  a  leading  citisen  of  St 
Louis,  and  founder  of  one  of  its  most  eminent  &unilies,  bought  his  fint 
permanent  residence  lot  from  Pierre  Dnchoquette  for  (600,  payable  in 
peltries.  An  advertisement  in  the  local  paper  of  January  4, 1800,  an- 
nounces to  the  St.  Louis  public  that  H.  Austin  &  Co.,  have  reodredan 
assortment  of  dry  goods,  ccmsisting  of  coatings,  flannels,  blankets,  vel- 
vets, cassimeres,  ginglhams,  etc.,  which  were  purchased  in  NewToifc 
for  cash  and  "  will  be  sold  as  low  as  any  in  the  Territory  for  cash,  or 
lead,  at  |8  per  hundred."  St.  Louis  was  the  center  of  the  lead  trade m 
the  West,  and  as  lead  was  indispensable  for  moulding  bullets,  and  « 
necessary  of  life,  it  was  quite  as  good  barter  money  as  skins,  thoogh 
less  convenient. 

There  was  a  good  deal  of  trading  by  flat  boats  and  keel  boats  be- 
tween New  Madrid,  Ste.  Genevieve  and  St.  Louis,  in  Missouri,  and 
Louisville,  Cincinnati  and  other  places  on  the  Ohio  River,  and  the  fol- 
lowing extract  from  a  bill  of  lading  of  1809  shows  that  keel-boat  ownere, 
in  addition  to  being  pubUc  carriers,  were  sometimes  accustcHued  to  aet 
as  bankers  and  collectors  on  their  three  months'  voyage  : 

"Shipped  by  Peter  Provenchere  of  the  town  of  St.  Louis,  merchant,  on  board  the 
boat  of  J.  Madison,  whereof  Charles  Quirey  is  master,  ready  to  depart  for  Looii- 
ville,  Ky.,  six  packs  of  deer  slcins,  marlced  and  numbered  as  per  margin  (F.  T.  96, 9il, 
109,  111,  112, 113),  and  a  barrel  of  bear's  oil,  which  I  promise  to  deliver  onto  Mr. 
Francis  Tarascon,  merchant,  LouisviUe,  Ky. 

I  aclinowlcdge  also  to  have  of  said  Peter  Provenchere  a  note  of  Peter  Memid 
on  Louis  Lorimer,  inhabitant  of  Cape  Girardeau,  for  on*  thousand  pounds  of  leceipl- 
able  deer  slcins,  the  said  note  transferred  to  my  order,  and  I  bind  and  engage  myself 
to  ask  of  said  Louis  Lorimer  the  payment  of  said  note,  and  if  I  reclaim  it,  to  deiinr 
to  said  Francis  Tarascon  or  assigns  the  thousand  pounds  of  deer  siuns,  together  witb 
the  said  six  paclcs  and  the  l>arrel  of  bear's  oil  now  received  ;  and  in  case  of  noptf- 
inent,  to  return  the  note  to  Mr.  Tarascon,  he  or  they  paying  the  freight." 

Cape  Girardeau,  where  this  note  was  to  be  collected,  was  a  river 
town  in  Missouri,  on  the  way  between  St.  Louis  and  Louisville.  The 
term  ' '  rcceiptable  "  had  about  the  same  meaning  as  merchantable. 
There  were  three  grades  of  deer  skins,  the  prices  being  forty,  thirtv. 
and  twenty  cents. 
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Introduction  of  Coin  into  Circclatioit. 

The  first  coin  in  Missouri  was  silver,  sent  from  Spain  for  the  pay- 
lent  of  the  garrison  at  8t.  Louis,  before  tlie  cession  of  the  Territory  to 
le  Unit«d  States  in  1801.  At  times  these  payments  aruoonted  to 
$12,000  a  year.  Deer-skin  notes  were  current  in  all  settlements  and 
towns  on  the  Mississippi  and  Ohio  rivers,  and  at  the  lead  mining 
camps  in  Missouri  and  Illinois,  but  they  were  convertible  Into  coin  only 
at  New  Orleans.  Twenty  years  after  the  cession  of  Louisiana  Territory 
to  the  United  States,  a  trade  grew  up  between  St.  Louis  and  Santa  F6 
and  Taos,  extending  at  times  as  far  as  Chihuahua,  consisting  chiefly  of 
tinware  and  drygoods  sold  to  the  Mexicans,  for  which  they  paid  in  sil- 
ver, and  this  assisted  to  keep  Spanish  and  Mexican  silver  coin  in  pretty 
good  supply  in  St.  Louis,  St.  Charles,  and  St«.  Genevieve.  The  Span- 
ish and  Mexican  dollars  would  be  cut  in  four  pieces  and  these  passed 
for  quarters. 

ESTABLISHMKNT   OK  THK   FIRST   BASK. 

The  first  bank  in  Missouri  was  the  Bank  of  St.  Louis,  chartered  hj 
the  Territorial  Legislature  in  1813,  but  not  organized  and  opened  for 
business  till  September  2,  1816.  The  capital  wajs  tlOO,000,  and  it  took 
three  years  to  secure  it,  with  subscription  books  opened  not  only  in  the 
seven  considerable  towns  in  Missouri  Territory — St.  Louis,  St.  Charles, 
8te.  Genevieve,  Mine  a  Breton,  Cape  Girardeau,  New  Madrid,  and 
Herculaneum — but  in  Kaskaskia  and  Cahokia,  across  the  Mississippi 
River  in  the  territory  of  lUinois,  also.  The  population  of  Missouri 
Territory  was  58,260,  and  of  St.  Louis  2,200.  Samuel  Hammond  was 
PreKident,  and  John  B.  N.  Smith  Cashier,  of  this  bank. 

The  people  of  new  countries  always  grow  tired  of  their  own  primi- 
tive currency,  and  eagerly,  sometimes  too  eagerly,  welcome  the  more 
convenient,  though  not  always  more  reliable,  paper  notes  suppUed  by 
banks.  And  so  the  Bank  of  St.  Louis  started  off  with  everything  in  it« 
favor — a  good  business,  a  large  measure  of  popular  favor,  a  free  circu- 
lation for  its  notes,  and  a  field  all  to  itself.  But  these  very  advantages 
proved  unfortunate.  The  control  of  the  bank  waa  worth  striving  for, 
and  some  ill-advised  speculations  in  which  it  ventured  created  dissen- 
aioDS  which  led  to  a  rupture  in  the  board  of  directors  and  violent  seiz- 
are  of  the  property,  and  its  usefulness  was  at  an  end.  Its  business  ran 
down  until,  in  July,  1819,  it  went  into  liquidation  and  passed  out  of 
existence. 

Skbtch  of  THK  Bank  of  Missouri. 

I^ext  oame  the  Bank  of  Missouri,  which  was  opened  for  business  in 
Jt.  Louis,  February  1,  1817,  with  a  capital  of  $250,000,  with  August* 
Chouteau,  one  of  the  founders  of  St.  Louis,  and  the  wealthiest  citizen 
in  Missouri,  for  its  first  President,  and  Lilburn  W.  Boggs,  afterwards 
.Governor  of  the  State,  for  its  first  Cashier.     It  bad  some  importaDt  ad- 
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vantages  in  its  favor — a  good  round  paid-up  capital,  and  the  name  and 
support  of  a  leading  and  prosperous  fur  trader;  and  in  addition  it  ww 
made  the  depository  for  Government  moneys.  But  it  started  at  an  on- 
favorable  time.  ' '  It  was, "  says  a  western  chronicle,  ' '  a  period  of  ^oom 
and  agony — no  money,  either  gold  or  silver — no  paper  convertible  into 
specie — no  measure  or  standard  of  value  left  remaining — no  price  for 
property  or  produce — no  sales  but  those  of  the  sheriff,  or  marshal" 

Under  the  conviction  that  the  supreme  need  of  the  country  was 
something  that  would  go  for  money,  the  banks  of  other  States  wen 
issuing  their  notes  with  an  extravagance  that  ought  to  have  excited  ap- 
prehension, but  instead  was  accepted  as  a  token  of  returning  prosper 
ity.  Paper  money  was  abundant,  and  as  there  was  no  increase  of  in- 
dustry, but  on  the  contrary  increasing  idleness,  the  m<mey  went  into 
Government  lands  at  $2  per  acre,  f80  down,  for  a  quarter  section,  and 
the  balance  in  five  years — and  everybody  was  to  grow  rich  by  sdling 
out  t-o  actual  settlers,  at  ten  times  the  cost  before  the  five-years'  limit 
expired.  Towns  were  laid  out  {md  the  lots  sold  for  notes — ft»  evny- 
body's  credit  was  good,  and  everybody  was  thought  to  be  pnepaoot, 
though  comparatively  few  were  at  work  in  productive  employmoit.  Of 
course  this  condition  of  things  could  not  last  long;  but  it  lasted  long 
enough  for  nearly  everybody  to  get  hopelessly  in  debt — and  then,  wbeo 
the  demand  for  settlement  came,  the  end  came  with  it,  abruptly  and 
with  a  shock  that  brought  many  of  the  banks  to  the  ground,  the  Bank 
of  Missouri  among  them.  It  did  not  fail,  but  it  was  forced  to  go  into 
liquidation  and  close  up  in  1822. 

The  disappearance  of  the  two  pioneer  banks  left  the  chief  town  in 
Missouri,  now  with  a  population  of  4,500  and  a  growing  trade,  withoat 
any  banking  facilities,  except  such  as  were  supplied  by  two  or  three 
private  bankers  having  credit  at  Baltimore  and  Philadelphia,  and  this 
condition  of  things  lasted  till  1829,  when  the  United  States  Bank  opened 
a  branch  at  St.  Louis  with  John  O'Fallon,  a  popular  citizen  and  ofBoer 
in  the  War  of  1812,  who  afterwards  became  wealthy,  as  President,  and 
Henry  S.  Coxe,  who  had  been  an  officer  in  the  parent  bank  at  Piiiladel- 
phia,  as  Cashier.  It  continued  for  four  years  when,  on  the  refusal  of 
Congress  to  renew  the  parent  bank's  charter,  it  was  discontinued.  This 
left  a  vacancy  which  was  occupied  by  the  Cincinnati  Commercial 
Agency,  possessing  banking  privileges.  It  established  a  branch  at  St. 
Louis,  which  served  a  very  good  purpose,  the  United  States  Govemmoit 
making  it  a  depository  and  agent  through  which  its  considerable  army, 
Indian  and  land  office  business  was  transacted. 

The  Bajkk  of  the  State  of  Missouri. 

The  Bank  of  the  State  of  Missouri  was  chartered  in  1837,  with  »n- 
thority  to  issue  notes  at  the  rate  of  three  to  one  for  the  specie  in  its 
vaults,  and  with  a  branch  at  each  of  five  considerable  towns  in  diSa- 
ent  sections  of  the  State — Lexington,  Fayette,  Palmyra,  Cape  Girardean 
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and  Springfield.  Its  capital  was  $3,460,000,  one-half  belonging  to  the 
State,  which  made  the  banli  its  depository  and  fiscal  agent.  The  pop- 
ulation of  Missouri  was  310.000,  and  of  St.  Louis  11,500.  The  ttrst  Pres- 
I  Ident  of  the  bank  was  John  Brady  Smith.  Its  first  notes  were  issued 
^Baly  31,  1837,  and  were  gladly  received.  The  smallest  was  |tlO.  With 
VHn  large  capital  and  the  State  behind  it,  thin  bank  became  at  once  a 
r     power  in  the  West,  and  continued  to  be  so  for  thirty  years. 

The  management  was  conservative — too  conservative  to  suit  the 
busine.s.s  men  of  St.  Louis.  It  dealt  only  in  specie  and  its  own  notes, 
d  as  the  supply  of  its  own  notes,  which  were  carried  to  remote 
ions  in  the  West  and  even  t<)  the  Pacific  Coast,  was  insufficient 
the  wants  of  the  State,  the  elieap  issues  of  small  banks  in  Illinois, 
Icblgan  and  other  Western  States  found  an  easy  entrance  into  Mis- 
ori  through  tlie  channels  of  trade  that  connected  St.  Louis  with  these 
itates;  and  when  the  "  Old  Bank."  as  it  was  called,  refused  to  receive 
I  this  money,  a  public  meetuig  was  held  which  protested  against  the 
^Htollcy,  and  which  was  followed  by  the  withdrawal  of  a  considerable 
^^■Dsineas  from  the  bank.  Nevertheless,  the  rule  was  resolutely  adhered 
^Hd,  for  it  was  clearly  a  measure  of  wisdom  and  safety.  Had  it  been  re- 
^^we<l,  the  business  of  St.  Louis,  which  had  been  conducted  by  a  gold 
standard,  would  have  lieen  shifted  to  the  unstable  basis  of  a  paper  cur- 
ry,  the  discount  on  which  could  be  learned  only  from  a  monthly  or 
kly  bank-note  reporter.  In  18G6  the  State  sold  its  stock  in  the  bank 
parties  who,  by  this  means,  secured  control  of  it  and  converted  it 
a  National  bank.     The  change  of  management  proved  most  unfor- 


It  became  involved  in  the  building  of  the  great  steel  bridge  at  St. 
Louis  and  the  purchase  of  tlie  North  Missouri  railroad  ;  its  means  were 
Maie<l  extravagantly  to  its  directors  ;  and  in  a  Uttle  while  this  culpa- 
policy  inflicted  losses  which  brought  a  foruial  reduction  of  its  capi- 
to^.nOOjOOO.     The  management  went  from  bad  to  worse.     The  pub- 
confidence,  which  it  ha<l  enjoyed  almost  without  limit  for  tliirty 
was  withd^a\^al,  and  finally,  on  June  30,  1877,  it  failed,  after  a 
ireer  of  forty  years,  nearly  three- fourths  of  the  period  marked  by  the 
^hest  standard  of  honor  and  a  large  measure  of  usefulness. 
The  Presidents  of  the  Bank  of  the  State  of  Missouri,  named  in  the 
Icr  of  succession,   were  :    John  Brady  Smith.  Ferdinand  Kennett, 
lenuinl  Pratte,  Joseph  Charless.   Edward  Walsh,  Robert  Campbell, 
Fames  M.  Hughes,  Robert  A.  Barnes  and  Jas.  H.  Britton. 

CONSERVATIVK   POLICT   ReQARDINO   CIRCULATION. 

Although  the  Bank  of  the  State  of  Missouri  was  established  to  pro- 
Ide  the  people  of  the  State  with  a  sound  currency,  it  did  not  suffl- 
Bntly  perform  the  duty.     It  was  too  conservative  and  cautious.     It 
>ved  too  far  within  the  limits  of  the  field  assigned  to  it,  and  for^ 
to  use  the  powers  entrusted  to  it  as  freely  as  it  ought  to  have 
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done,  for  the  pabUo  good.  The  conenoy  it  sopplied  was  good  enoo^^ 
almost  too  good,  for  it  was  esteemed  better  thaa  gold,  bat  there  was  not 
enough  of  it.  The  issaes  never  reached  the  {wrmissible  limit  of  three 
to  one.  In  1856,  when  the  population  of  Miasoarl  was  840,000,  and  of 
St.  Louis  126,000,  and  the  indications  of  substantial  prosperity  to  be 
seen  in  every  department  of  business,  the  bank's  oirenlation  was  only 
12,200,000,  although  its  stock  at  |1,400,000  spede  warranted  notes  to 
the  amount  of  94,200,000  and  a  oonmderable  part  of  its  rarcolation  was 
doing  duty  in  Califomia,  Oregon  and  Mexico,  whither  it  had  been  car- 
ried by  emigrants  and  traders.  It  is  no  wonder  that,  under  these  dr- 
oumstanoes,  Missouri  offered  an  inviting  field  for  the  wildoid;  money 
issued  so  profusely  by  banks  in  other  Western  States,  and  that  its  peo- 
ple became  victims  of  an  inconvertible  and  unreliable  eorrrau^,  which 
the  bank-note  reporter  quoted  at  a  discount  all  the  way  from  five  to 
twenty-five  per  cent. 

So  valuable  were  the  notes  of  the  Bank  of  the  State  of  Miseoaii 
in  Califomia,  in  the  fifties,  that  a  gang  of  oounteafeiten  took  ad- 
vantage of  their  popularity  and  struck  off  imitations  of  them  to 
large  quantities.  They  were  well  executed  and  were  freely  taken, 
not  only  by  the  miners,  but  by  merchants  and  jnivate  bankets.  A 
package  of  them,  f  15, 000  in  amount,  was  kept  for  seveval  years  in  tin 
St.  Louis  banking  house  of  Page  &  Baoon,  which  had  been  taken  in  at 
a  premium  in  gold  by  their  San  Francisco  branch  house;  and  a  promi- 
nent and  wealthy  citizen  of  St.  Louis  suffered  an  equal  loss  through  the 
counterfeits  received  from  California. 

State  Basks  of  Issuk  Chartered. 

It  was  as  a  remedy  for  this  evil,  which  had  become  unendurable,  and 
in  response  to  the  persistent  demand  of  the  important  commercial  in- 
terests of  the  chief  city  of  the  State,  that  the  L^^lature,  in  1857,  cliar- 
tered  seven  banks  of  issue,  with  branches  conveniently  located  for  the 
accommodation  of  business.  Six  of  the  parent  banks  were  in  St.  Lotus 
— the  Mechanics',  the  Southern,  the  Elxchange,  the  Merchants',  the  St 
Louis,  and  the  Union ;  and  one  in  Lexington,  the  Farmers'  Bank  of 
Missouri. 

These  banks  were  promptly  organized  in  the  spring  of  1857,  imme- 
diately after  the  act  authorizing  them  was  passed,  for  the  State  was 
prosperous  and  offered  a  fair  field  for  legitimate  investments.  The 
monetary  crisis  which  was  impending,  but  not  discerned,  fell  upon  tlie 
country  shortly  after  they  had  opened  for  business;  but  they  stood  tlie 
strain  well ;  two  of  them,  the  Mechanics'  and  the  Exchange,  of  St.  Loois, 
refused  to  suspend  specie  payment,  and  continued  to  redeem  in  coin 
through  the  panic ;  and  when  the  Civil  War  broke  upon  the  country, 
four  years  later,  these  two  banlis  again  refused  to  join  in  the  general 
suspension,  and  maintained  coin  payment  under  all  oonditicms  that 
followed. 
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IsStTB  OF  A  8APK  CONVBRTIBLK   BaMK   CURRENCT. 

The  system  of  banks  organized  under  the  act  of  1857  rendered  the 
important  service  of  partially  displacing  the  uncertain  and  variable  cur- 
?ncy  issued  by  banks  of  other  States  and  Territories,  which  had  found 
I  easy  a  field  in  Missouri.     The  Legislature  had  jUbo  authorized  the  old 
)ank  of  the  State  to  establish  additional  branches,  and  to  issue  notes  of 
r^;  and  in  a  short  time  every  cousidenible  town  ui  the  State  had  a  bank, 
and  the  notes  of  Missouri  banks,  issued  at  the  rate  of  three  dollars  to 
every  dollar  of  specie  on  hand,  afforded  a  local  currency  bettor  than 
lat  brought  in  from  the  outside,  which  had  for  years  almost  jnonopo- 
led  the  field.    The  wildcat  money,  nevertheless,  made  a  stubborn  con- 
t-,  and  the  last  of  it  did  not  disappear  till  the  National  Banking  Act 
wt-nt  into  openition.     Althouf^h  the  new  notes  passed  at  par,  there  was 
a  time  when  dealing;  with  the  branch  banks  was  attended  by  difficulties. 
Bills  were  made  pjiyable  at  the  branches,  and  this  required  them  to  be 
^n>re8ented  there;  and  as  the  notes  of  Missouri  banks  were  not  available 
^■n  the  East,  the  St.  Louis  luuiks  were  in  the  habit  of  sending  parcels  of 
^Kiotes  by  messenger  to  the  branches  to  exchange  them  for  gold.     This 
^K  practice  met  with  positive  disfavor,  and  even  with  tlireate  of  open  hos- 
tility from  the  local  oomiS'nnities  in  which  the  branches  were  located,  and 
I  sometimes  with  iU-concealed  unfriendliness  from  the  officers  of  the 
branch  bank.     On  two  occasions  the  messengers  were  waited  on  by  dep- 
Dtations  of  citizens  and  inf<jmied  that  they  would  not  be  allowed  to 
kald  the  bank  and  take  gold  out  of  the  town.     The  necessities  of  the 
business  called  for  a  pretty  high  order  of  talent  in  the  messenger — cour- 
age, address,  and  a  capacity  for  diplomatic  dealing,     Soiuetimes,  after 
drawing  gold  for  his  parcel  of  notes,  he  would  be  forced  to  appeal  to  the 
local  Cashier's  sense  of  justice  and  professional  spirit,  to  t^ike  back  the 
package  of  coin  and  keep  it  in  his  safe  until  arrangements  could  be  made 
for  transporting  it  to  the  nearest  express  office,  railroad  station,  or  river 
town.     There  was  but  a  luiiited  railroad  mileage  in  the  State  in  those 
days,  and  some  of  the  branch  banks  were  located  where  the  only  regu- 
lar conveyance  was  by  stage  coach — and  this  sometimes  made  it  neces- 
sary, after  allaying  the  l(x»l  opposition  by  redepositing  the  coin  in  the 
bank,  to  withdr4iw  it  secretly  and  carry  it  off  by  special  conveyance  at 
nigfat.     This  difficulty,  which  was  only  temporary,  and  the  result  of 
crude  and  clumsy  ideas  rather  than  of  dishonesty,  did  not  have  the 

Klfect  of  depreciating  the  notes,  and  no  losses  ever  came  to  tiie  holders 
if  them.  In  the  wild,  reckless  period,  when  almost  anything  in  the 
hape  and  appearance  of  an  engraved  bill  with  the  name  of  a  bank 
on  it  was  good  enough  to  buy  public  land  with,  and  good  enough,  there- 
fore for  all  other  purposes — and  in  the  later  period,  when  other  Western 
States  authorized  banks  to  issue  notes  babied  on  various  kinds  of  bonds 
with  the  place  of  redemption  out  of  the  way  and  difficult  of  acoees — 
sonietimes  in  a  forest  or  swamp — the  Legislature  of  Missouri  refused  to 
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charter  instittitions  to  multiply  such  currency  within  the  Umits  of  the 
State.  Although  the  first  two  pioneer  banks  came  to  an  end,  the  first  in 
three  years,  and  the  second  in  five  years,  throng  nusmanagement,  their 
notes  were  maintained  at  par  to  the  end.  The  notes  of  the  Bank  of 
the  State  of  Missouri,  which  followed  them,  were  preferred  to  specie,  in 
New  Mexico,  Utah  and  on  the  Pacific  Coast,  and  the  same  high  chano- 
ter  marked  the  issues  of  the  system  of  banks  authorized  by  the  gleiieni 
law  of  1867. 

PlOITBBR  BAITSS  OF  ST.  LOUIS. 

Ten  years  after  the  establishment  of  the  Bank  of  the  State  of  Mis- 
souri, the  Boatmen's  Savings  Institution,  of  St.  Louis,  was  opened  oo 
October  18,  1847,  the  population  of  the  city  at  tliat  time  bdng  55,000, 
and  of  the  State  692,000.  The  first  suggestion  of  the  instituticHi  came 
from  Qeo.  K.  Budd,  who  for  twenty-six  years  served  on  the  board  of 
directors,  and  was  at  one  time  Comptroller  of  St.  Louis.  In  1873  tlie 
institution  was  reorganized  under  the  name  of  Boatmen's  Savings  Bank, 
and  in  1889  the  name  was  clianged  to  Boatmen's  Bank,  the  fiirst  part  of 
the  name,  retained  through  the  successive  changes,  being  a  reminder  of 
the  stirring  steamboat  period  when  the  river  interest  was  the  •sontroO- 
ing  one  in  St.  Louis,  and  river  men  a  class  whose  patrtmage  was  worth 
soliciting. 

On  October  18,  1897,  the  Boatmen's  celebrated  its  semi-centennial 
anniversary,  its  record  showing  for  that  period  only  three  Presidents, 
Adam  L.  Mills,  Sullivan  Blood  and  Ruf  us  J.  Lackland — and  four  Cash- 
iers, Robert  Simpson,  Alton  R.  Easton,  Charles  Hodgman,  and  Wm.  H. 
Thomson. 

Next  in  order  of  time  came  the  Gterman  Savings  Institution,  estab- 
lished in  1853,  and  one  of  the  stUl  existing  prosperous  banks  of  the  State. 

The  State  Savings  Institution  was  organized  in  1855  with  R.  M.  Hen- 
ning,  a  prominent  and  successful  merchant,  for  President.  Four  yean 
after  its  organization,  its  name  was  changed  to  State  Savings  Associa- 
tion. Later  still,  it  was  changed  to  State  Bank  of  St.  Louis;  andeariy 
in  1899  it  absorbed  the  Commercial  Bank,  and  became  the  State  Na- 
tional Bank  of  St.  Louis,  with  a  capital  of  12,000,000  and  surplus  of 
$400,000.  It  has  had  butfour  Presidents  from  1855  to  1898— R.  M.  Hen- 
ning,  John  How,  John  I.  Roe  and  Charles  Parsons,  all  of  them  exemplan 
of  the  probity  and  prosi)erity  of  their  city — and  four  Cashiers,  Isaac 
Rosenfeld,  Jr.,  Charles  Parsons,  J.  H.  McCluneyand  Logan  Tompkins. 
Mr.  Parsons  has  had  a  connection  with  the  bank  as  Cashier  and  Presi- 
dent from  1864  to  1899 — a  period  of  thirty-five  years. 

In  1857,  the  same  year  tlie  first  banking  law  of  the  State  was  passed, 
an  institution  called  the  Building  and  Savings  Association  was  organ- 
ized in  St.  Louis.  Its  beginning  was  humble  and  undemonstrative,  but 
it  had  the  good  fortune  to  be  under  prudent  management  from  the 
start,  its  Presidents  in  succession,  down  to  1898,  liaving  been  Marshall 
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Brotherton,  Felii  Coate,  H.  S.  Reed  and  W.  H.  Thompeon.  In  1870  it 
became  the  National  Bank  of  Commerce,  of  St.  Louis,  and  in  1898  was 
Koiganized  as  one  of  the  strongest  and  most  prosperous  banks  in  the 
West 

The  Mechanics'  Bank,  the  only  surviving  State  bank  organized  un- 
der the  law  of  1857  that  hafi  preserved  its  original  name  and  character, 
has  alHO  been  fortunate  in  the  personal  and  official  character  of  its  man- 
Bj^ement.  The  first  President  was  Joseph  Charless,  followed  by  J.  W. 
Wills,  Oliver  Garrison,  D.  K.  Ferguson  and  R.  R.  Hutchinson,  the  lat- 
ter being  President  in  1898. 

tThe  Merchants'  Bank,  one  of  the  original  State  banks  of  1867,  be- 
ime  a  Ntitional  bank  in  186.'!,  and  afterwards  absorbed  the  Laclede  Na- 
onal,  and  still  survives  as  the  Merchant«i'-Laclede  National  Bank,  of 
t.  Louis,  one  of  the  leading  institutions  of  the  city. 


Banks  OROAinzKD  Under  thb  National  System. 


The  National  banking  system  was  begun  in  the  State  by  the  organi- 
zation of  the  First  National  Bank,  of  St.  Louis,  in  October,  1863.  fol- 
lowed the  same  year  by  the  Second  National  and  Third  National,  and 
Bit  year  by  the  Fourth  National  Bank.     The  system  extended  slowly 
firet  through  the  State,  because  Missouri  was  the  theatre  of  almost 
"constant  strife  during  the  Ci\il  War,  and  of  stubborn  political  disputes 
and  turbulence  for  several  years  afterwards;  but  as  these  quieted  down 
and  the  communities  in  certain  quarters  overcame  their  repugnance  to 
the  term  National,  the  banks  increased  more  rapidly,  and  in  1898  there 
were  sixty-two  National  banks  in  Missouri — six  in  8t.  Louis,  six  in  Kan- 
^pas  City,  two  in  St.  Joseph,  three  in  Sedalia,  two  in  Chillicothe,  two  in 
^^Bolumbla,  three  in  Carthage,  two  in  Joplin,  two  in  Mary  ville,  and  one 
^^k  each  of  thirty-four  other  towns.    They  were  about  one-tenth  in  num- 
^B^er  of  all  banking  estnbliHhments  in  the  State,  but  they  possessed  over 
two-flfths  of  the  capital  and  nearly  one-half  the  aggregate  resources. 


ESTABUSHHKNT  OP   SA VINOS   BANKS. 


^B  There  were  over  sixty  banks  in  Missouri  in  1898,  bearing  the  word 
^^■avinga  in  their  titles,  but  not  one  of  them  was  such  an  institution 
^Hks  the  title  indieat«d.  In  the  year  1839  a  meeting  of  merchants,  trad- 
^^Wm  and  manufacturers  was  held  in  St.  Louis  to  bring  about  the  estab- 
lishment of  a  Savings  bank,  and  a  committee  was  appointed  to  report 
,  plan  at  a  subsequent  meeting;  but  nothing  c«me  of  it.  Many  iiistitu- 
lons — twenty-one  in  all — with  Savingsin  their  names,  have  been  organ- 
and  started  in  St.  Louis,  but  not  one  of  them  possessed  the  attri- 
kntes  of  a  regular  Savings  bank ;  and  three  banks  which  in  age,  strength 
ad  management,  present  examples  of  the  law  of  survival  of  the  fit- 
the  Boatmen's  Bank,  the  State  National  Bank,  and  the  National 
lank  of  Commerce,  have  all  in  turn  dropped  the  word  from  their  titles. 
Tbis  lack  of  Savings  banks  in  St.  Louis  and  Missouri  is  not  due  .«o 
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much  to  the  abeenoe  of  that  thrift  which  in  some  of  the  indostrial  States 
and  cities  of  the  oouqtrjr  exhibits  itself  in  such  surprising  aggngftes 
of  Savings  deposits,  as  it  is  to  the  habit  of  aU  the  commercial  banks  of 
paying  interest  on  time  deposits,  and  thus  destroying  the  inducement 
for  Savings  institutions.  Nevertheless,  it  has  long  been  the  conviotioQ 
of  thoughtful  business  men  that  a  State  which  by  the  U.  S.  census  of 
1890  had  143,139  employees  earning  f76, 417,364  annually  in  its  indns- 
trial  establishments,  ought  to  have  special  institutions  for  the  custody 
and  investment  of  their  savings. 

Noted  Prtvatb  Baitkbbs. 

Before  the  establishment  of  the  State  banks  of  issue  in  St.  Loois, 
iinder  the  law  of  1857,  the  banking  business  in  the  city  was  largely  in 
the  hands  of  private  firms,  and  some  of  these  rose  to  eminence  sod 
usefulness,  though  few  of  them  achieved  lasting  success.  The  house 
of  Page  &  Bacon,  established  in  St.  Louis  in  1848,  with  its  branch  in 
San  Francisco,  known  as  Page,  Bacon  &  Co.,  enjoyed  so  large  a  share 
of  the  public  confidence  that  it  issued  notes  which  circulated  freely  in 
Missouri  and  Illinois.  Its  deposits  in  St.  Louis  amounted  to  miDioDa, 
and  the  deposits  £uid  business  in  San  Francisco  were  also  large  for  that 
day.  But  unfortunately  the  house  undertook  to  finance  the  Ohio  and 
Mississippi  Railroad,  then  in  process  of  construction  betweoi  Cinda- 
nati  and  St.  Louis,  and  the  difficulties  in  the  way  of  selling  its  bonds 
brought  the  house  into  straits  for  money,  and  even  the  great  real  estate 
wealth  of  Mr.  Page,  the  senior  partner,  estimated  at  f3, 000, 000,  did  not 
avail  to  protect  it  in  1855  from  a  run  which  forced  it  to  close  its  doors.  In  a 
heroic  effort  to  save  the  house,  Henry  D.  Bacon,  the  junior  partner, 
went  immediately  to  New  York  and  secured  a  supply  of  money,  not  as 
much  as  he  desired,  but  what  he  hoped  might  prove  suffldent,  and  re- 
turned with  it  to  St.  Louis,  walking  twenty  miles  through  a  snow  block- 
ade in  Illinois  with  the  money  in  his  possession.  When  he  reached  8t 
Louis  the  bank  was  immediately  reopened  and  was  beginning  to  regain 
the  public  confidence,  when  news  came  by  mail  that  the  San  Francisco 
house  had  been  forced  to  suspend.  This  stroke  forced  the  St.  Louis 
house  to  close  its  doors  again,  and  they  were  never  reopened.  The 
house  had  rendered  immense  service  to  business  in  St.  Louis,  and  when 
it  failed  there  was  universal  regret  that  it  had  not  been  spared  for  a  bet- 
ter fate. 

The  house  of  Lucas  &  Simonds,  afterwards  Lucas,  Turner  &  Co.,  and 
still  later,  Jas.  H.  Lucas  &  Co.,  had  for  its  head  the  largest  property 
holder,  and  representative  of  one  of  the  oldest  families  in  the  city,  and 
was  almost  an  even  competitor  with  Page  &  Bacon,  in  the  liberality  of 
its  accommodations  and  its  influence  in  business  circles.  It  too  had  a 
branch  house  in  San  Francisco,  in  which  Capt.  W.  T.  Sherman,  who 
afterwards  became  the  distinguished  Greneral,  was  a  partner,  and  for  a 
time,  manager.    L.  A.  Benoist  &  Co.,  the  senior  member  of  which  mi 
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the  flr9t  private  banker  in  St.  Louis  and  Missouri,  was  a  staunch  and 
popular  house ;  among  others  that  were  prominent  in  the  period  from 
164(1  to  1870  were  John  J.  Anderson  &;  Co. ,  th«  head  of  which  became 
lie  chief  organizer  and  first  President  of  the  Bank  of  St.  Louis;  Darby 
and  Barksdale,  Tesson  &  Danjen,  Bogy  &  Miltenberger,  Allen,  Copp  & 
Nesbit,  Bartholow,  Lewis  &  Co..  Clark  Bnjthers  &  Co..  Loker,  Renick 
ft  Co.,  and  B.  M.  Run  yon  &  Co.  Other  private  bankers  in  the  State 
who  were  for  a  time  prominent,  and  whose  names  are  still  found  in  the 
list  of  bonk  officers  in  Missouri,  were  Milton  Tot>tle  and  Jas.  N.  Bumes,  of 
St.  .Joseph ;  Jos.  L.  Stephens,  of  Boonville ;  Harvey  Salmon,  of  Clinton ; 
^^hiL  T.  Chappell,  of  Jefferson  City,  and  Theo.  Bruere,  of  St.  Charles. 

^H  St.  Louis  Cleablwo-Housb  Orqanizbd. 

^H  In  1868  the  St.  Louis  Clearing-House  Association  was  organized  with 
^Thirty-flve  members,  thirty-one  banks  and  four  private  banking  houses, 
Wm.  E.  Burr,  President  of  the  St.  Louis  National  Bank,  being  the  first 
President,  Charles  Hodgman,  Cashier  of  the  Boatmen's  Savings  Insti- 
tution, the  first  Vice-President,  and  James  T.  Howenstein,  first  Mana- 
ger. In  1898  there  were  nineteen  banks  members  of  the  association, 
with  Wm.  U.  Thomson,  Cashier  of  tlie  Boatmen's  Bank,  President,  and 
T.  A.  Stoddart,  Manager.  In  the  thirty  years  of  its  existence  the  oesKy- 
oation  has  had  four  Presidents— Wm.  E.  Burr,  1868  to  1873;  Charles 
ParBons,  1873  to  1897;  R.  R.  Hutdiinson,  18<J7  to  1898;  Wm.  H.  Thorn- 
son,  1898. 
^B  The  Introductios  of  Trust  Compajties. 

^^p     In  1889  the  first  trust  company  was  organized  in  Missouri,  the  St. 
Louis  Trust  Comimny,  followed  a  year  later  by  the  Union  Trust  Com- 
^nany  and  the  Mississippi  Valley  Trust  Company,  and  in  1894,  by  the 
^Kincoln  Trust  Company.    These  hi  1898  had  an  aggregate  capital  and 
^Kirplus  amountmg  to  19,255,855,  and  deposits  of  $19,038,562.     The 
^■opening  of  these  institutions  was  at  first  viewed  with  some  disfavor  by  the 
banks,  but  this  did  not  prevent  them  from  securing  a  share  of  the  pub- 
lic  favor  and  along  with  it  a  considerable  share  of  deposits. 

^P  Effects  of  the  Panic  op  1873. 

The  sndden  and  unlooked-for  collapse  of  1873  forced  many  of  the 
iks  in  the  State  into  suspension,  which  was  temporary  and  not  at- 
ended  by  serious  loss  to  depositors  ;  but  the  wounds  inflicted   were 
deeper  than  at  first  was  thought.     A  number  of  small  banks,  all  with 
the  attractive  title  of  Savings,  had  sprung  np  in  St.   Ix»uis,   and  by 
paying  a  liij^h  rate  of  interest  on  deposits  were  presenting  an  appear- 
ance of  surprising  prosperity.      But  the  test  they  were  subjected  to 
-was  more  than  they  could  bear,  and  in  the  six  years  that  followed  the 
xic  twenty-five  banks  in  St.  Louis  came  to  their  end  by  fmlure  and 
juidation.  the  National  Bank  of  the  State  of  Missouri  among  them, 
imbling  like  a  colossus  in  a  circle  of  pigmies. 
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Tbe  effects  of  these  ^loies  apoo  gesMiml  boamfaa*  w«f«  £u  n 
severe  than  those  that  directly  followed  the  panic  •eywml  ySM*  W 
Tlie  kMLUB  of  tbe  St.  Loois  banks  were  rednoed  frooi  #lf.OOO.n<IO  to  ha 
than  029,000,000  in  sixteen  months,  and  tbe  number  fif  baokp  boa 
laKty-«ix  to  tbirtr-two — deposits  decreasiog  in  tba  tiaae  frrnn  jMR. Wlf.fl^T 
to  127.000,000,  while  tbe  cash  reserve  of  $10,000,000  at  the  bt«knfa«ar 
the  period  allowed  only  an  Lnsd^niflcant  redaction.  Tbe  pivtnwtfldiad 
pamfiil  depfparion  that  prodaoed  these  effects  in  St.  Loois  was  atteoM 
hif  MBQar  resolta  in  tbe  next  largest  city  in  tbe  State,  Ifnnim  Cily- 
Thotw  the  geoetal  coUt^iee  of  values  and  credit  tlutmgfaoat  tbe  eoastiy 
was  aggravated  by  a  local  collapse  of  real  estate  valnea,  vbieh ' 
dovBtfae  First  National  Bank,  of  Kaosas  City,  and  tbe  Mantl 
a  wieek.  inflicting  great  losses  and  hardship. 

It  is  a  curious  fact  that  the  three  sta^^es  in  Miwouri  i— «irtwg  I 
cash  m  a  panie,  or  on  the  eve  of  one.  The  first  bank  In  the  Terrttoiy 
a—  cpened  a  few  months  before  the  monetary  ooOapae  of  1S17.  Ik* 
aapcriaient  of  a  State  bank  with  the  State  as  half  owner  »»wi  tif  fl**!! 
Urn  gieai  power  at  times  to  political  ends,  bad  its  begintdny  in  **^—»** 
of  tbe  diSBMroos  oawvalsion  of  1837.  and  twenty  years  later  wboi  tkr 
igriAea  of  seven  banks,  with  twenty  branches  in  tbe  gttate  waa  derlad, 
the  tauiks  had  only  been  fiairly  organized  and  opened  for  boiiaMi  «faMi 
the  oias  of  18S7  oame  to  mtdtiply  the  difflcultiee  and  i1ftng.ni  vt\ 


GKTKRAI.  IMPROVESIEST  OF  BAITKDrO   CoSDtTIOir*. 

The  law  of  1857.  jost  and  liberal  in  it«  spirit,  and  prudaot  in  it*  i 
(lairmnenta,  marks  the  beginning  of  a  better  era  in  tbe  Staia,  lbs  two 
iperisl  eiperiments  that  preceded  it  having  proved  onaatisfaetaty  sai 
iliMtUBJiilInit  It  provided  for  a  Commissioner  to  visit  and  ■'Tn'i'**  tbt 
baaiaaDdexereiaeaBapervisionover  them,  and  It  oontained  oUht  Hi*- 
ftiiaidi  •0HDfct  dangerous  practices. 

KevasifaeieaB,  after  tlie  office  of  Commissioner  was  *>tnHa>Hrf,  Uuas 
gndoaDy  grew  up  in  St  Louis  a  number  of  banks  doli^  ba 
oiamly  on  deposits  secured  by  tbe  payment  of  a  bigli  rate  of  lot 
Tbeae  were  swept  away  in  the  panic  of  1873,  and  tbe  Held  new  le- 
MaIbb  olear  of  tbem. 

Wbeo  tbeooUapse  ctf  1893  oame  upon  the  country  it  found  the  1 
in  St.  Louis  and  throu^iout  tbe  State  better  pivpared  to  OMaCtheslfyD  \ 
tban  tbey  ever  bad  been  before — and  when  it  was  seen  it  bad 
witbottt  tbe  osnal  wrecks  in  its  wake,  a  stroog  impresakm  gww  up  that 
tbe  bank*  ikf  Uissoari  have  at  last  learned  tbe  secret  of  wHbstaadl^ 
Ibsaspiviodteal  ooovul^iuus,  and  if  they  have  aot  reached  a  ptilut  wba* 
tbey  are  safe  from  the  havoc  which  unoe  attended  them,  thcf  iMqr  at 
Imh4  coaOdently  hope  that  nothiuK  but  a  genenl  eoDvialikB 
«ir«r  tbe  entm  eountry  will  seriously  interfere  with  their  boi 
iimy^Ait  tbMT  espacity  for  good  to  the  community. 
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Tlie  progress  of  banking  in  Missoari  has  been  slow  and  cautious  in 
>tDparison  with  other  Western  States,  and  the  facilitie«  aflForded  were 
)r  n  long  time  inadeqaate  to  the  demands  of  its  oommerce  and  the  needs 
^f  its  people. 

In  18e0  the  population  of  the  State  was  682,000.  and  of  St.  Louis 
5t,000,  yet  tliere  was  but  one  bank  of  issue,  with  six  branches,  and  one 
anil  depository  institation  aside  from  private  bankers — the  total  bank 
lep'jsita  being  91.500.000,  less  than  ¥3  per  capita.  In  1856,  with  a 
jpuJatioti  in  the  State  of  800.000,  and  In  St.  Louis  of  125,200,  the  depos- 
ts  were  only  §1,500,000,  showing  no  increase  in  the  preceduig  six  years. 
In  1860  the  population  of  the  State  had  increased  to  1,182,000,  a 
growth  of  nearly  three-quarters,  in  the  preceding  decade,  and  that  of 
St.  Louis  to  200,000,  while  the  taxable  wealth  of  the  State  had  more 
than  doubled;  yet  the  depoi<itH  in  banks,  not  including  private  bankers, 
were  only  W,  557, 000 — less  than  iH  per  capita^ 

The  Civil  War  period  of  1861  to  1865  was  a  time  of  distress  and  con- 
fusion, and  not  only  did  the  number  of  banks  decrease,  but  there  was 
muoh  bewilderment  and  irregularity  in  conducting  the  business. 

One  of  the  newer  branches  of  the  State  Bank  of  Missouri  had 
been  established  at  Arrow  Rock,  and  as  it  was  not  doing  well,  the 
parent  bank  decided  to  retire  it,  and  the  local  directors  were  notified  to 
bring  the  $100,000  in  gold  which  was  its  capital  to  St.  Louis.     Instead 
of  doing  this  at  once,  the  directors  held  a  ha«ty  consultation,  and  re- 
solved to  resist  the  order,  and  accordingly  took  the  money  at  night  into 
(the  country  and  buried  it  in  the  earth.     It  was  not  long  before  reflec- 
ion  convinced  them  that  the  deed  was  not  in  strict  conformity  to  the 
banking  precedents,  and  at  another  meeting  a  reconsideration  was 
^had.  the  gold  dug  up  and  deUvered  to  the  parent  bank — in  no  measure 
lupalred  in  value  or  quantity  by  the  temporary  interment. 

In  1881.  vntXx  a  population  in  the  State  of  2,200.000.  and  in  St.  Louis 
of  355,000,  and  a  taxable  valuation  in  the  State  of  ^32,71>5,000,  there 
were  237  banks — twenty-two  National,  123  State,  and  ninety-two  pri- 
vate— with  an  aggregate  capital  of  §14,334,128,  and  deposits  of  f57,650,- 
J3,  the  deposits  showing  a  per  capita  of  over  i?26.  In  1892  the  popula- 
ion  of  the  State  was  2,700,000,  the  aggregate  bank  capital,  witli  surplus, 
58,000,000,  over  #21  per  capita,  andtlie  aggregate  deposits  ^147,000  000, 
lover  $54  per  capita,  the  number  of  banks  being  632,  of  which  460  were 
State  bonks,  eighty  National,  and  ninety-two  private. 

In  1898,  with  a  population  of  3,000,000.  and  u  taxable  valuation  of 
1971,935,839,  the  number  of  banks  was  651— 4'.»4  State,  nmety-flve  pri- 
vate, and  sixty-two  National,  the  aggregate  capital,  with  surplus,  being 
169,111,00(1.  and  the  aggregate  deposits  *176, 530, 000— nearly  |i20  per 
capita  of  capital  and  surplus,  and  over  ijiSS  per  capita  of  deiK>sits. 

The  St.  Louis  banks  show  in  a  f>erlod  of  twenty-seven  years  some 
ain^lar  dianges.  In  1872  there  were  ilfty-eight  banks,  having  an  ag- 
gregate capital,  with  surplus,  of  ?20, 196,098.  and  a^greizate  deposits  of 
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$36,869,956.  Five  years  later,  in  1877,  the  number  of  banks  was  re- 
duced to  forty-two,  and  the  aggregate  capital,  with  snrplos,  to  $14,318,- 
813,  and  the  aggregate  deposits  to  133,794,797.  Five  y^ars  later  still,  in 
1882,  the  number  of  banks  ^as  further  reduced  to  twenty-four,  and  the 
capital,  with  surplus,  to  $13,492,964,  while  the  deposits  had  increased  to 
$41,729,011.  The  next  five  years'  period,  bringing  the  review  down  to 
1 887,  shows  the  number  of  banks  reduced  to  twenty-one,  aggregate  cap- 
ital, with  surplus,  slightly  increased  to  $14,824,115,  and  the  depodts  in- 
creased to  $45,878,586.  Still  another  five  years'  period,  bringing  the  re- 
view down  to  1892,  shows  the  number  of  banks  increased  to  twenty-six, 
the  capital,  with  surplus,  increased  to  $24,745,502,  and  the  depoeite 
laigely  increased  to  $68,285,780,  and  the  next  six  years'  period,  ending 
with  1898,  shows  the  number  of  banks  reduced  to  twenty-one,  the  cap- 
ital, with  surplus,  reduced  to  $23,287,060,  and  the  deposits  laiigely  in- 
creased to  $95,411,576.  In  the  twenty-seven  years,  from  1873  to  1898, 
inclusive,  the  number  of  banks  was  reduced  from  fifty-eight  to  twenty- 
one,  the  aggregate  capital,  with  surplus,  was  increased  only  about  fif- 
teen per  cent.,  while  the  aggregate  deposits  were  more  than  doubled, 
from  $36,839,956  to  $96,411,675. 

State  Banks. 


YIARfl. 

No.  of 
bankt. 

Loam  and 
diteounU. 

Sptett. 

CapUal  itoek. 

XtalMtttt. 

1836 

1 
2 
4 
6 
6 
29 
42 
8 

107 
178 
212 
422 
600 

$85,707 
1.670,431 

951.949 
3,162,028 
3,958,055 

$155,341 

691,070 

1,260,294 

2,427,685 

937.H35 

$626,393 

1839 

$1,027,870 

1,200,61*8 

l,208,l»n 

1,215,406 

6,796,781 

11.247,681 

1,960,300 

8,166,660 

9,261,016 

12,605,043 

11,626,403 

18.265.545 

20.057.450 

$671,960 

1.101.638 

3844 

731,080            1.116.673 

1849 

2,660.950 
2.487.680 
6,069.120 
4,037,277 

1.735,409 

1854 

1,313,744 

1859 

9,830,426        .S.021.789 

3.123,632 

1863 

12,080,601 

8,666,017 

3.4S4.26S 

1868     

1874     

22,120,031 
19,684,516 
42,183,046 
44.363,311 
67,430.018 
60,792,418 

2,42« 

20,912,319 

1879 

23,896.780 

1884 

44.598,887 

1887 

49.173,704 

1892 

67,234.147 

1897 

66,830,644 

The  forgoing  statistics  are  from  the  reports  of  the  Comptroller  of 
the  Currency  and  the  Bureau  of  Statistics  of  the  United  States  Treas- 
ury Department.  According  to  the  report  of  the  Secretary  of  State  of 
Missouri  in  1899,  there  were  488  incorporated  State  banks,  ninety  pri- 
vate banks  and  six  trust  companies  doing  business  in  the  State,  their 
condition  for  the  years  named  beine  as  folic  *s : 
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Prioate  and  Incorporated  Banks,  1895,  1897,  1898. 


BisouBcia.  189S. 
Iioana  uid  dlaconnU  on  personal  or 

coUstenl  secnritr $64,490,048 

Loans  and  dlaconnta  on  real  estate 

■eonrity 7,343,461 

Overdrafts  b7solTent  customers.....  1,644,206 

United  SUtes  bonds  on  band 163,631 

Otber  bonds   and  stooks  at  tbelr 

present  cash  market  price 6,636,196 

Real  estate  ( banking  boDse)  at  market 

Talne *8,436,31H 

Other  real  estate  at  market  Talne 

romltnreand  flxtores 767,690 

Dne  from  otber  banks,  good  on  slxbt 

drafts 16.334,191 

Checks  and  other  cash  itenu 1,463,669 

Oorrencf 6,036,876 

Gold  coin 3,961,631 

SDver  coin,  including  pennies 639.308 

All  other  resources 


xaw. 


$64,953,249    $70,290,313 


7,119,093 

1.046,396 

174,968 

6.674.868 

1,258,998 

1,268.998 

622,226 

18,799,700 

3,148.264 

6,631,339 

3,197,926 

688,503 

60,290 


7.112.710 
963,264 
411,960 

6,240,678 

9.276.474 

1,188.897 

681.632 

18,919.910 

3.788.898 

7.466.788 

3.018.838 

643.741 

113.655 


Total $109,793,918   $113,670,623   $122,012,653 


LlABILrmS. 

Capital  stock  paid  in $20,874,634 

Surplus  fund  on  hand. 9,177,858 

UndlTided  profits  less  current  ex- 
penses and  taxes  paid 

Deposits  subject  to  draft  at  sight  bjr 
banks  and  bankers 

Deposits  subject  to  draft  at  sight  by 

IndlvldnaU  and  others 68,494,471 

Deposits  subject  to  draft  at  glren 

dates 16.469,496 

Bills  payable  and  rediscounts 1,291.105 

Dividends  unpaid 

Other  liabilities 


4,486.453 


TotaL.. 


$20,633,460  $20,463,070 

■  7,386,667  7,403,242 

1,373,693  1.766.839 

5.423,114  5,760,742 

61,461,101  66,268,460 

16,475,905  19,113,605 

688,791  937,903 

20.359  

107,540  147.147 

$109,793,918       $113,670,628  $123,013,663 

'  Including  banking  house. 


National  Banks. 

Figures  are  in  thouaandg  of  dollars. 


TKABB. 

*3 

Loam 
and  dU- 
count*. 

U.S. 
bond*. 

Ca$h 

andeath 

itemt. 

Capital,  \aurplut. 

Undi. 
vided 
pro/lU. 

Out- 
ttanding 
eireula- 

(ton. 

Indi- 
vidual 
dtpotiU. 

I80S     

1 
18 
87 
23 
84 
50 
78 
63 

$47 
11,738 
16,161 
8.032 
16.808 
39,070 
47,466 
87,088 

$105 
6,667 
7,264 
2,332 
3,000 
3,681 
3,696 
6,974 

$87 
8,410 
2.686 
2.282 
3.964 
8,687 
9.676 
16,708 

$100 
7,810 
9.645 

$736 
1.434 

91        

646     $4,082 

$76 

1808. 

8.369 

1878 

926 

641 

590 

1,070 

1,594 

8,646 

6,131 
1,482 
2,118 
1,520 
3.064 
4.310 

8,168 

1878. 

4,125          902 

6.728 

1888. 

6,850 
12,631 
22,865 
17,616 

1.316 
1.952 
3.610 
4,023 

11,623 

1888. 

31,937 

1898 

39,138 

1899         .  ... 

68,870 

VI 


•WESTERN  STATES. 

While  some  of  the  States  comprised  in  this  sectiaa  of  the  countir 
h»ive  their  resources  but  partially  developed,  others  have  reached  «  hijAk 
degree  of  productiveness.  Nebraska,  Kansas,  North  and  South  DokoU 
and  Oklahoum  are  rich  in  n^cultural  wealth,  and  some  at  Umbi  in 
mineral  products  also.  Colorado  leads  all  the  other  States  in  the  pn- 
duction  of  gold,  besides  possessing  numerous  otlier  sources  of  wodtii 
The  other  States  and  Territories  ore  noted  for  mining  and  stock  nkta^ 
Most  of  the  States  in  this  section  were  admitted  into  the  UnkM  ftftS 
the  suppression  of  St-ate  banlc  circulation.  Their  banking 
therefore  somewhat  limited,  and  relates  chiefly  to  banks  of  disnoont  I 
deposit.  The  growth  of  the  banks  indicates  how  rapidlj  this  part  of 
the  country  has  advanced  in  material  wealth. 


NORTH  DAKOTA. 


The  organization  of  the  Territory  of  Dakota  in  1961  foond  bat  I 
white  men  within  its  northern  portion,  and  they  were  enga^jed  MiUntf 
in  trapping,  hunting  and  trading  with  the  ludiazu.  With  thr  adroit 
ot  the  Northern  Paciile  Railroad  came  the  pioneers,  but  not  until  latt 
in  the  seventies  did  the  actual  settler  arrive  with  his  family  ami  nsake 
for  him.aelf  a  nome  on  the  broad  prairies.  From  the  eomjui-nnt^uieol  of 
settlement  the  country  has  continued  to  grow  and  prosper. 

Bkoivntko  of  the  Bamkino  BvsursBS. 

The  first  person  U->  engii^  in  the  banking  busineM  woe.  in  all 
ability,  J.  W.  Kaymond,  who  ci>mmenced  bu8in«?sa  July  3,  It'TX,  iqI 
marck,  although  Messrs.  Klmw  und  Cathcart,  in  Bismarck,  and 
Tyler  &  Co.,  in  Fargo,  cashed  dniits,  etc..  but  did  not  n-ceirw  d» 
nor  make  loans.  Later  Mr.  Raymond  associated  liimseU  with  U«<*|p 
H.  Fairehilil,  and  undtr  the  title  ot  the  Bank  of  Himuarck  earrisdfA 
whiit  was  tlieonly  bank  in  what  is  now  North  liakota.  fnr»e««Midci)ilti' 
peritxL     Tliey  difuiolvod   pivrtnep*liip.  and    Mr.     '  -n^d  tbf 

Mercliauts'    Bank,    while    Mr.    Kuymotid  Miutin'.  timak  U 

•  The  dIvlAlon ot  tbc  cnuntrr  Into  m^oirraphlcwl  mvf.latm  haabwMi  Mad*  tovoolM* 
to  that  iulr)fiti!(l  In  Umi  rfixirl*  >tf  itur  ComptmlW  of  lb«  CurrMicy  la  hm^uI  frnfi^ 
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Mr.  Faircliild,  with  W'lilter  Mann,  of  St.  Paul,  organized 
the  First  National  Bank,  of  BLBinarck,  in  1879,  being  the  second  in  the 
Territory  to  organize  under  the  National  Act,  and  the  Merehanti)'  Bank 
transferred  its  business  to  the  new  National  institution.  Mr.  Raymond 
continued  the  Bank  of  Bisuiarek  until  1882,  when  the  Bisatarck  National 
)auk  was  organized  with  Mr.  Raymond  as  President,  and  the  business 
!  the  Bank  of  Bismarck  was  turned  over  to  the  new  organization.  The 
iisuarck  National  Bank  went  into  voluntary  liquidation,  and  was  suc- 
ceeded by  the  Bismarck  Bank,  with  T.  C.  Power,  President  and  I.  P. 
Bjiker,  Casihier.  Mr.  Raymond,  after  serving  a  term  as  Treasurer  of 
the  Territory  of  Dakota,  moved  to  Minneapolis,  where  ho  became 
President  of  the  National  Bank  of  Commerce ;  lie  resigned  to  accept  tiie 
^Vice-Presidency  of  the  Northwestern  National,  and  later  was  elected 
sident  of  that  institution. 
It  wan  not  until  1878  that  a  bank  was  orgaruzed  in  Fargo,  now  the 
rgvst  city  in  the  State.  Early  in  January  of  that  year  Messrs.  A.  J. 
Harwood  and  J.  F.  llummel  opened  the  Bfuik  of  Fargo.  They  were 
succeeded  by  Messrs.  Sweat  &  Miller,  under  the  same  title.     Tliis  bank 

rfUi  merged  into  the  Citizens'  National  in  1S87.  with  H.  F.  Miller,  Prea- 
lent  and  C.  C.  Schuyler,  Cashier. 


Thk  First  Ijjcorpohatkd  Bank. 


Messrs.  E.  B.  and  E.  C.  Eddy,  of  PlMiivlew,  Minn.,  and  George 
Q.  Erskine,  and  Harry  Stevens,  of  RacJne,  Wis.,  opened  for  business  on 
anuary  11,  1878,  under  the  title  of  the  Bank  of  Dakota,  and  immedi- 
:«ly  took  steps  to  organize  a  National  bank,  and  as  a  result  the  First 
ationul  Bank,  of  Fargo,  was  formed.  It  is  without  doubt  the  first  in- 
c».>rporated  bank  in  wliat  is  now  the  State  of  North  Dakota,  its  charter 
ing  dated  February  13,  1878,  with  capital  paid  in§75,(KX);  its  first 
cers  were:  E.  B.  Eddy,  President;  N.  K.  Hubbard,  Vice-President, 
d  E.  C.  Eddy,  Cashier.  In  February,  1887,  its  capital  was  increased 
to  ^150, 000;  its.  charter  was  renewed  for  twenty  years  in  1898.  The 
present  ofiQcera  areW.  H.  Crosby.  President,  C.  H.  Miner,  Vice-Presi- 
dent and  8.  S.  Lyon,  Cashier.  E.  B.  Eddy  held  tlie  office  of  President 
until  his  death,  which  occurred  February  11,  1885,  and  was  succeeded 
by  his  son,  E.  C.  Eddy,  who  held  the  position  untilJanuary,  1887.  when 
he  was  succeeded  by  (ieorge  Q.  Erskine.  Mr.  Eddy,  after  retiring  from 
the  First  National,  opened  a  private  bank  under  the  title  of  E.  C.  Eddy 
&  Co.,  but  when  the  State  law  was  passed  requiring  all  banks  to  organ- 
ize under  either  the  National  or  State  law,  Mr.  Eddy  discontinued  bus- 
iness as  a  banker. 

A  few  banks  were  chartered  under  the  general  incorporation  laws  of 

the  Territory.     The  Bank  of  Grafton,  organized  in  1881,  by  F.  R.  Ful- 

n,  8.  8.  Titus  and  J.  W.  Smith,  was  the  first,  and  was  succeeded,  in 

,  by  the  Grafton  National  Bank.     This  was  followed,  in  1882,  by  the 

rand  Forks  Banking  Company  and  the  Bank  of  Grand  Forks,  but  it 


796  mSTOBT  OF  BAJHEINO. 

^was  not  until  the  State  Legislature  of  1890  jMssed  a  stringent  banking 
law  and  required  that  all  banks  should  be  oi^^anized  either  under  the 
State  or  National  law  (thus  proliibiting  private  banks)  that  inoorpon- 
ted  banks  became  general.  This  law  also  provided  for  a  rigid  examina- 
tion, and  made  the  State  Examiner  Superintendent  of  Banks. 

Orqanization  Under  thb  New  Baskisq  Law. 

The  first  bank  to  otnanize  under  this  law  was  the  Dawson  State  Banl^ 
under  the  date  of  April  26,  1890,  but  it  did  not  commence  business  un- 
til November  1  of  that  year.  The  State  Bank,  of  Lisbon,  was  the  next 
to  oiganize  and  commenced  business  June  28,  1890,  with  a  capital  of 
$76,000,  closely  followed  by  the  Steele  County  Bank,  at  Hope,  and  tlie 
Bank  of  Minnewaukon,  June  30.  The  Northern  Pacific  Bank,  at  Man- 
dan,  organized  August  18,  but  after  running  a  short  time  sold  out  to 
the  First  National  Bank  and  its  corporate  existence  was  dissolved. 

The  Merchants'  State  Bank,  of  Fargo,  commenced  business  Angost 
16,  1890,  with  a  capital  of  $50,000,  which  has  since  been  increased  to 
$100,000.  Owing  to  the  fact  that  an  action  tiad  been  commenced  to 
test  the  constitutionality  of  the  section  of  the  banldng  law  making  it 
unlawful  for  private  banks  to  do  business,  many  bankers  delayed  or- 
ganizing until  the  Supreme  Court  in  October,  1890,  sustained  the  law. 

Following  the  decision  of  tlie  Supreme  Court  many  banks  organized, 
although  a  number  held  off  hoping  to  be  able  to  repeal,  to  some,  the 
obnoxious  section,  which  effort,  however,  was  not  snooessful.  The  first 
call  on  the  banl^s  for  a  statement  of  condition  was  made  at  the  close  of 
business  October  31,  1890.     Eight  banks  reported  under  this  calL 

At  the  close  of  business  October  31,  1891,  sixty-one  banks  responded 
to  a  call  by  the  State  Examiner,  with  total  resources  of  $3,331,026,  and 
paid-in  capital  of  $708, 135. 

It  was  during  the  year  1892  tliat  the  banking  interests  of  the  State 
were  discredited  throughout  the  East  on  account  of  the  questicmable 
character  of  the  numerous  institutions  organized  under  the  Territorial 
laws  by  E.  Ashley  Mears,  formerly  of  Vermont.  Mr.  Mears  had 
organized  small  banks  under  the  State  law  at  points  where  he  had  in- 
stitutions organized  some  time  before  under  the  laws  of  the  Territory; 
these  banks  were  kept  in  good  condition  while  the  older  organizations 
were  grossly  mismanaged.  The  State  Examiner  did  not  have  author- 
ity, under  the  law,  at  this  time,  to  take  charge  of  these  old  institntioDS, 
and  Eastern  people  who  were  loolung  for  high  rates  of  interest  took 
it  for  granted  that  the  law  would  protect  them,  while  a.<sisting  in  its 
violation.  They  found,  too  late,  that  they  had  but  poor  promises  for 
good  money  invested.  All  of  the  Mears  mstitutions  have  been  placed 
in  the  hands  of  Receivers  and  the  assets  mostly  disposed  of,  leaving 
large  deficits. 

For  the  year  ending  October  31, 1893,  thirteen  new  banks  were  organ- 
ized ;  eight  of  the  Mears  banl^s  were  closed  (on  account  of  their  manner 
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of  doing  business);  three  going  into  voluntary  liquidation,  and  two 
failed  (botb,  however,  paying  in  full) ;  leaving  the  number  reporting  the 
same  as  for  the  preceding  year. 

For  the  call  for  reports  at  dose  of  business  September  29,  1894,  sev- 
enty banks  reported  ;  one  new  bank  organized,  one  failed  and  was 
placed  in  the  hands  of  a  Receiver  ;  two  going  into  voluntary  liquida- 
tion, and  the  last  two  of  the  Mears  institutions  were  wound  up. 

The  Legislature  having  changed  the  date  for  the  fiscal  year,  the  re- 
ports of  the  Examiner  for  the  years  subsequent  to  1894  are  made  for  the 
year  ending  June  30. 

For  the  fiscal  year  ending  June  30, 1896,  but  three  new  banks  organ- 
ized; two  going  into  voluntary  liquidation,  leaving  a  gain  of  one  for  the 
year. 

The  L^slature  amended  the  banking  law  so  that  five  reports  are 
now  called  for,  and  at  the  same  date  that  the  calls  on  National  banka 
are  made  by  the  Comptroller  of  the  Currency. 

^ate  Banka. 


uao. 


1891. 


BaSOUBCKS.  I  [ 

IXMUMUiddlaconiita «337,087    C2,713,468 


OTerdratUsecareiland  luiBecared 

I 

Bonds,  stookB,  seeorltlM,  olalma, 

-^ ; 

Banking  honae,  famltore  and  flx- 

tnrea 

Other  raal  estate | 

Current  expenses  and  taxes  paid. 
Dnefrom  other  tanks 


I 


9,666! 
9.101 

17,690 
1,136 
S,461 

86,783 


Cheeks  and  other  cash  Items 60,143 


Total. 


UABiunu. 

Capital  stock  paid  in. 

Snrplnsfand 

UndiTlded  proflts 

IndiTldnal  deposits 

nne  to  other  banks 

Notes  and  Mils  redlsoonnted. 
Bills  payable 


Total 

Number  of  banka. 


60,862 

68,906 

179,042 

60,014 

90,099 

734,903 

630,682 


9426,971    $4,412,870 


9162,210 


17,468 

212,866 

4,862 

4,480 

26,600 


9426,971 
8 


9970,600 
•293,700 


3,003.809 
88,289 
88,383 
68,287 


94,412,870 

74 


189a. 


92,341,602 
36,201 

61,422 

186,216 
69,212 
579,879 
101,383 
377,392 


93,731,316 

91,109.748 

94,891 

236,986 

2,078,181 

31,406 


180,162 


93,731,316 
74 


is$e. 


92,776,817 
37,663 

76,098 

177,621 
160,097 
63,462 
486,324 
801,846 


94,077,821 

91,161,600 
120,804 


2,483,141 

13.019 

46,836 

136,218 


94,077,821 
71 


1898. 


93,779,648 
62,203 

188,846 

248,698 
186,269 
176,679 
1,823,347 
899,09» 


96,789,682 

91,182,48» 

141,888 

464,614 

4,880,710 

26,887 

26,166 

78.44S 


96,789,683 
94 
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The  call  for  May  14,  1897,  was  responded  to  by  seveaty-^hrce  banki, 
a  gain  of  two  daring  the  year. 

During  the  fiscal  year  ending  June  80,  1898,  twelve  new  banks  woe 
organized,  one  going  into  volontary  Uqaidation,  making  a  net  gain  of 
eleven.  On  December  81, 1898,  there  were  twenty-three  Natiooal  banks 
with  a  capital  of  $1,450,000,  and  one  hundred  and  <Mie  State  bankswidi 
a  capital  of  $1,227,436 — all,  with  bat  few  exceptions,  being  in  q>lendid 
condition.  Throagh  the  North  Dakota  Bankers'  Association,  nnder  the 
active  supervision  of  the  Hon.  £.  P.  Wells,  President  of  the  James 
River  National  Bank,  of  Jamestown,  many  important  measoies  far  the 
betterment  of  the  banking  fraternity  have  been  adopted,  and  the  bui- 
ness  throughout  the  State  is  being  conducted  on  a  oonservative  1 

National  Banks — Dakota 
Figures  are  in  thousands  of  dolbus. 


TSABS. 

>5 

^1 

1 

4 

36 

61 

Loan* 
tmddit- 
count*. 

u.  a. 

bondt. 

Cath 

andea$h 

Uemt. 

omptua. 

atirplu*. 

OiUU. 
vidtd 
pr^tt. 

Out- 

etrtml*. 

vUml 
dtpmm. 

1873 

1879 

1884 

1889« 

1 
$37    1       980 

354  1     aio 

3,536    1       878 
7,794    !    1,361 

•39 
146 
666 
749 

•60 

306 

3,268 

8,930 

•1 

31 

443 

917 

•3 
40 

397 
367 

•45 

117 
688 
893 

•u 
m 

*  After  1889  the  Territory  of  Dakot*  was  divided  and  the  States  of  Xortli  and  Sunk 
Dakota  establlalieil. 

National  Banks— North  Dakota. 
Figures  are  In  thousands  of  dollars. 


^ »     Loam 
Q  s    and  dit 


V.  S. 


Out- 


Cath                     I                 I    VndU  ' 

,     ^      and eath' Capital.  Surplxu.     vidtd  **f'^'"W 

,  g              ,         bond*.       .,           \                 I                 '         .,,  cirtuUi- 

'^  «     count*.                       itemt.                                       pnfitt.  ,. 


Indt- 
riimtl 


1H90 29 

\H9A I  32 

i8i)B ao 

ISP',1 23 


_       _  I      _     . 

$4,145        $509          $411  $1,998  $t13  $175  $458  I     $:t>:0 

5.864          619            487  2,315  488            357  513  4.&K 

6.032          490            470  1.810  376            330  440  S.Oii* 

4.911          418            406  1,450  197            281  367  I       S.U: 


SOUTH  DAKOTA. 


Tlic  Territory  of  Dakota,  embracing  an  area  out  of  which  has  sanw 
Ihmmi  foriiii'd  till'  tStiites  nf  Montana,  Idalio.  Wyoming  and  North  aiid 
Noiith  l>iik*)tu,  wiux  autliorized  by  act  of  Congrcj<.s  Miirch  2,  1S61.  ami 
orKunizod  by  tlu>  Hpiwiiitment  of  Territorial  officers  April  2.  18C1. 
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The  pioneer  bank  was  a  private  Institntion  located  at  Yankton  and 

operated  by  Murk  M.  Parmer,  who  came  from  behind  the  counter  of  his 

father's  dry  goods  store  and  launched  hi*  enterprise  witliout  previous 

experience.     This  was  in  the  spring  of  1869.     The  population  of  the 

Territory  at  that  time,  not  coontuig  a  settlement  in  the  far  northeAstem 

.comer,  at  Pemliina,  numbered  about  seven  or  eight  thousand,  the  Ter- 

itories  of  Moutanji,  Idaho  and  Wyoming  having  in  the  meantime  been 

orgatiizod    and   their  respective    areas    segregated  from   the  country 

originally  oomprising  DakotJi.     These  settlers  were  located  along  the 

inimt'diate  valley   or  bottoms  of  the  Missouri  River  from  Sioux  City 

^northwestward  one  hundreii  and  twenty  miles,  with  Yankton  near  the 

enter.     Yankton  vraa  the  capital  of  the  Territory  and  at  the  time  oon- 

aed  about  four  hundred  uihabitant-s. 

The  banking  house  of  M.  M.  Parmer  was  sucoeesful  from  the  begin- 
ning. The  mercantile  business  of  the  section  was  not  large,  but  there 
was  a  good  demand  for  money,  chiefly  on  the  part  of  settlers  who  were  de- 
sirousof  making  proof  of  theirclaims  topublicland  and  pajiaig  the  Gov- 
ernment therefor  under  the  pre-emption  law.  Loans  of  this  character  were 
uniformly  two  hundred  to  two  hundred  and  fifty  dollars  each,  with  an  as- 
aignmeat  of  the  Receiver's  certificate,  or  the  land,  for  security.  The  rate 
of  interest  demanded  and  readily  paid  was  two  per  cent,  per  month,  or 
twenty-four  per  cent,  a  year.  In  many  cases  three  per  cent,  per  month 
was  paid  for  the  use  of  money  by  the  borrowers  of  those  early  days, 
but  the  first  statute  upon  the  subject  limited  the  contract  rate  to  twenty- 
four  per  cent,  per  annum,  and  subsequent  loans  were  so  rated. 

V.  E.  Prentis  and  Henry  Newton,  under  the  firm  name  of  PrentisA; 
Newton,  established  the  second  bank  in  the  Territory,  at  VermiUion, 
about  midway  between  Yankton  and  Sioux  City,  in   October,    1871. 
This  was  also  a  pri\  ate  bank,  and  waa  discontinued  after  a  few  years. 
^^       In  November,  1872.  Mark  M.  Parmer,  L.  D.  Parmer,  Moses  K.  Arm- 
^^■trong  and  others  organized  the  pioneer  National  bank  of  the  Territory, 
^Hballed  the  First  National  Bank,  of  Yankton.     Moses  K.  Armstrong  was 
^Blhe  President,  L.  D.  Parmer,  Vice-President,  and  MarkM.  Parmei,  Cash- 
"  ier     The  private  bank  of  M.  M.  Parmer  was  thereupon  discontinued 
and  its  business  transterred  to  the  new  institution.     In  January,  1874, 
Mr.  Armwtrong,  who  wjis  then  delegivte  in  Congress  from  the  Territory, 
retired,  and  L.  D.  Parmer  was  made  President,  Mark  M.  Parmer,  Vice- 
President  and  C.  £.  Sanborn,  Cashier.     In  November  following  Capt. 
J.  C.  McVay,  of  Pittsburg,  with  Sanford  B.  Coulson,  who  at  the  time 
owne<i  a  line  of  steamlvoats  operating  on  the  upper  Missouri,  bought  a 
^Barge  block  of  stock  of  the  First  National  and  succeeded  to  its  manage- 
^^kent,  Mr.  McVay  being  made  President  and  Mr.  Coulson  Vice-President, 
^Hhe  Messrs.  Pariuer  retiring.     In  October,  1876,  William  H.  McVay,  also 
^^>f  Pittsburg,  became  interested  and  was  made  Cashier,  and  so  officered 
— except  changes  in  tbe  office  of  Vice-President — the  First  National  of 
Yankton  lias  continued,  under  its  renewed  charter,  to  fill  its  place  in 
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that  oommtuiity  to  the  present  time.  Upon  retiring  from  the  Pint  N«r 
tional,  in  1874,  Mark  M.  Parmer  again  engaged  in  the  bnsineas  of  pri- 
vate banking  in  Tankton,  bat  failed  in  1880. 

With  the  rapid  growth  of  population  in  the  Tendtory,  inaoguiated 
during  the  'TO's,  banks  fast  mtiltipUed  until  division  came  in  1889,  and 
the  two  States  of  I7orth  and  South  Dakota  were  erected,  when  sixtj 
National  iMiaks  and  more  than  doable  that  number  of  private  baoka, 
including  banks  organized  under  the  general  incorporation  law  and 
treated  aa  private,  were  in  operation.  The  divisicKi  of  the  Tembaej  and 
the  erection  of  the  two  States  left  in  the  new  State  of  South  Dakota, 
in  November,  1889,  thirtj-three  National  and  over  one  hundred  other 
banks,  reports  having  been  secured  from  sixty-one  of  the  latter  as  a  flnt 
effort  at  the  close  of  that  year.  From  1872  to  the  present  time  then 
have  been  established  within  the  boundaries  of  the  present  State  of 
South  Dakota  in  all  fifty-three  National  banks.  Of  this  number  nine 
failed,  nineteen  went  into  voluntary  liquidation  or  were  converted  into 
State  banks,  and  twenty-five  are  in  active  operatitm.  The  number  of 
other  banks  established  in  the  meantime  is  not  known,  no  repoitB  bar- 
ing been  required  from  private  banks  or  any  record  made  oonoetning 
the  same  until  some  time  after  the  institution  of  the  State.  The  flnt 
showing  approaching  completeness  was  made  in  1893,  when  the  number 
of  banks  in  the  State  not  National  was  given  at  one  hundred  and  Sfty- 
five.  A  great  many  private  banks  had  in  the  meantime  been  established, 
their  advent  being  especiaJly  numeroas  during  the  "boom  period,"  but 
when  these  active  days  were  past  and  the  demands  of  bnsineas  aettkd 
to  the  normal,  many  were  discontinued  or  lapsed  into  real  estate  and 
loan  agencies,  actual  failures  not  being  especially  numerous. 

Rapid  Incrbask  of  PopuiiATioir. 

The  "boom  period"  may  be  said  to  have  extended  from  1879 to 
1886,  during  which  time  a  great  influx  of  settlers  came  into  the  Terri- 
tory, settling  all  of  the  prairie  country  east  of  the  Missouri  River  when 
wheat  raising  engaged  the  chief  attention,  and  also  the  Black  HiUs  sec- 
tion, where  the  mining  industry  was  rapidly  developed.  The  finan- 
cial depression  of  1873  seemed  to  operate  as  a  serious  check  upon  im- 
migration, doubtless  for  the  reason  that  those  desiring  to  move  west- 
ward found  themselves  unwilling  to  dispose  of  their  property  under  the 
shrinking  prices  then  prevailing,  hoping  for  an  early  turn  and  restcn- 
tion  ot  former  values.  The  turn  did  not  come  and  the  hope  for  it  gave 
way  to  a  realization  that  the  shrinkage  was  permanent,  which  broo^t 
with  it  willingness  to  accept  prices  before  believed  to  involve  a  great 
sacrifice,  and  in  1878-79  the  westward  movement  was  resumed,  growing 
into  a  veritable  rush  for  the  free  prairie  lands  and  the  promising  min- 
eral deposits  of  Dakota  during  the  years  from  1880-1882.  The  census 
returns  for  1870  gave  to  the  whole  of  Dakota  Territory  a  population  dL 
14,181,  and  for  1880,  135,177,  while  South  Dakota  alone  was  foond  to 
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ve  328,808  in  1890.  It  is  uot  difiBcult  to  iiiia«rii>e  the  effect  had  by 
ese  people  leaving  their  ' '  dead  "  property,  by  sale,  in  their  former  lo- 
Ities  and  bringing  the  live  cash  for  expenditure  in  the  new  conuuun- 
Tlie  new  arrivals  were  generally  filled  with  great  enthusiasm  and 
pectancy,  and  intense  purpose  to  accompUsh  unusual  tilings  prevailed 
every  hand.  The  railroa^l  companies  at  the  same  time  were  fever- 
ishly pushing  their  lines  over  the  level  prairies,  following  the  tracklay- 
closely  with  loaded  trains.  With  the  advent  of  the  railroad  station 
wns  sprang  into  existence  with  surprising  rapidity,  and  the  spirit  of 
ey  making  and  speculation  was  everywhere  rife.  Merchants  occu- 
ed  uncompleted  buildings  with  large  stocks  of  goods  and  settlers  who 
took  up  the  rich  lands  bought  lavishly. 
^^  Along  with  the  lumber  yard,  the  livery  stable,  the  land  offloe,  and 
^Hbe  genenil  store,  oaine  the  bank.  Its  establishment  was  not  difficult 
^^»-a  wire  counter-screen,  an  iron  safe  and  some  money,  and  the  equip- 
^Hbent  was  complete.  There  were  no  banking  statutes  to  bother  and 
^^■npede.  and  no  State  supervision  to  meddle  with  the  personal  aiTairs 
^P^r  financial  standing  of  those  who  chose  to  hold  themselves  out  to  the 
public  OS  proper  depositories  for  the  safe  keeping  of  other  people's 
lOney,  Every  hamlet  had  its  bank,  but  no  statistics  were  gathered 
nceniing  them  at  the  time,  and  the  number  in  existence  at  a  paxtiou- 
,te  can  not  be  given. 

'ortgage  companies  also  promptly  appeared  in  the  wake  of  settle- 
ment with  active  agents  in  all  the  towns.  These  largely  handled  English 
^(oapita.1,  which  speared  to  be  pushing  for  investment  in  farm  mortgages 
^^ki  this  country  at  that  time,  the  interest  rat«  secured — ton  per  cent. 
^ — being  very  enticing.  The  borrower  paid  from  twelve  to  eighteen 
per  cent.,  the  difference  going  to  the  agent  as  his  commission,  and  it 
became  the  practice  in  many  cases  to  take  a  secqud  mortgage  in  lieu  of 
oaah  for  such  commission. 

The  settler,  after  spending  the  money  brought  with  him  to  the 
conntry  in  the  estabUshment  of  his  new  home,  found  an  agreeable 
response  to  his  request  for  a  short-time  accommodation  at  the  bank. 
^^I^en  this  fell  due  he  was  given  bland  attention  by  the  agents  of  the 
^Boortgage  companies,  and  urged  to  secure  from  them  a  mortgage  loan 
^^for  a  term  of  years,  being  persuaded  in  many  cases  to  ask  for  a  larger 
I  gum  than  his  needs  required,  the  agent  having  in  view  his  increased 
^Hponuiiission,  and  feeling  secure  in  his  knowledge  of  the  avidity  with 
^HUhich  such  secarities  were  sought  at  the  time  by  English  and  Eastern 
investors. 

Many  building  and  loan  associations  were  institnted  and  floor- 
ished  with  the  times,  some  of  the  most  enterprising  selling  their 
promising  shares  in  large  amounts  in  other  States.  In  short,  the 
facilities  for  getting  into  debt  could  hardly  be  made  easier,  and  with 
a  hiture  that  seemed  rosy  with  promise  the  new  settler  offered  no  re- 
sistance. 

Al 
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BBACTION  FBOM  THR  PkBIOD  of  IirFI.ATIOH. 

Bat  pay  day  came,  as  it  always  must.  Seotirities  which  might  afford 
farther  borrowing  were  not  to  be  had,  and  the  interest  drain  had  be- 
come an  exbaasting  burden.  Then  came  a  ooaple  of  dry  seasons,  with 
a  partial  failure  of  crops,  and  a  local  financial  panic  followed.  De- 
faults were  the  rale,  and  thousands  of  settlers  abandoned  their  fanns 
to  the  mortgage  companies,  although  many  other  thousands  straggled 
through,  and  in  some  way,  not  easily  explained,  managed  to  pay  ttieir 
debts  and  survive  the  adverse  times.  The  mortgage  companies  insisted 
that  the  turn  in  affairs  was  bat  temporary,  but  with  the  most  porene 
.  inconsistency  suddenly  discontinued  loaning,  and  thereby  greatly  in- 
tensified their  own  unfortunate  situation,  while  at  the  same  time  en- 
deavoring to  maintain  the  full  value  of  their  investments  in  the  ooofi- 
dent  belief  of  the  hoped-for  turn  luitil  nearly  all  were  finally  ikiraedto 
the  wall,  the  lands  which  they  had  acquired  failing  to  sell  for  the 
amounts  invested  in  them.  Values  went  out  of  all  kinds  of  pr(q>erty, 
and  remained  out  with  the  most  stubborn  persistency.  A  quarter  sec- 
tion of  land  in  one  of  the  northern  counties  wliich  formerly  sustained 
a  mortgage  debt  of  |800,  wtiich  had  some  years  before  bem  folly  paid 
off  and  discharged,  was  offered  for  |225,  with  all  taxes  i>aid.  It  was  at 
the  time,  and  still  is,  the  popular  thing  to  charge  the  failore  of  crops 
with  entire  responsibility  for  the  adversities  of  the  period  referred  to, 
the  acute  years  being  1889,  1890  and  1891.  While  no  doubt  the  crop 
failures  generally  contributed  thereto,  and  in  certain  localities  voy 
much  aggravated  the  situation,  the  real  trouble  was  the  inevitable  re- 
sult of  an  unreasonable  and  unwarranted  expansion  of  business,  credits 
and  values.  Ttie  banks,  of  course,  suffered,  and  the  succeeding  depree- 
sion  conipelled  many  of  them  to  retire  from  business.  While  it  was  a 
time  wlien  many  ban&  failures  might  have  been  expected,  bat  few,  in 
fact,  occurred. 

LEGisLATioa^  Affbctinq  Banks. 

Legislation  having  especial  reference  to  the  organization  of  banks 
or  to  the  business  of  banking  was  not  attempted  until  after  the  admis- 
sion of  the  State,  except  that  in  1887  tbe  office  of  Public  Examiner  was 
created,  and  the  incumbent  directed  to  make  examination  of  the  affairs 
of  all  banks,  not  National,  and  of  other  moneyed  institutions  incmrpo- 
rated  under  the  laws  of  the  Territory,  with  a  view  of  determining  their 
financial  condition  and  the  legitimacy  of  their  business  transactifXQS. 
Other  duties  imposed,  and  which  were  deemed  the  more  important,  oc- 
cupied the  Examiner's  time  to  such  an  extent  that  complete  banking 
statistics  could  not  be  secured  for  some  years  after.  Hon.  Charles  N. 
Harris,  then  and  now  a  re.sident  of  Aberdeen,  was  the  first  incumbent 
of  the  office  of  Public  Examiner.  The  Territorial  Legislature  passed 
numerous  laws  generally  affecting  the  business  of  banking,  such  as  that 
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fmiting  the  contract  interest  rate — which  has  by  ntages  been  reduced 
ffrom  twenty-four  to  twelve  percent,  per  annum— authorizing  days  of 
grace,  fixing  the  liabihty  of  corporate  stoclcholdent,  etc. 

B&iTKura  Law  Gobs  isto  Effect. 

South  Dakota's  first  banking  act  became  a  law  March  10,  1891.  It 
irovides  that  associations  for  carrying  on  the  business  of  hanking  may 
be  formed  by  three  or  more  i>crsoiis,  at  least  one-third  of  the  number 
being  residents  of  the  State.  A  fixed  capital  is  required,  thus :  In  towns 
oontAuiing  500  iuhabitantj)  or  less,  $5,000;  over  500  and  not  over  1,000 
habitants,  $10,000;  over  2,000  inhabitants,  $25,000.  Not  less  than 
ly  per  cent,  of  the  capital  must  be  paid  in  before  being  authorized  to 
commence  bu.siness,  and  at  least  ten  per  cent,  within  each  period  of  six 
months  thereafter.  DeUnquent  stock  may  be  sold  by  the  a««ociatioQ 
after  giving  three  weeks'  published  notice,  and  if  no  sufficient  bid  is 
offered  the  amount  previously  paid  on  the  same  is  forfeited  to  the  asso- 
ciation, but  shares  of  stock  so  acquired  by  the  association  can  not  be  re- 
tained for  a  longer  period  than  six  mouths.  The  capital  stock  is  divided 
I  into  shares  of  $100  each,  and  every  director  is  required  to  own  at  least 
^Hten  shares.  Holders  of  shares  are  uidlvidually  responsible,  equally  and 
^^fcatably  and  not  one  for  tlie  other,  for  all  contracts,  debts  and  engage- 
^^paents  of  the  association  to  the  extent  of  their  stock  therein  at  par  value, 
^Tn  addition  to  the  amount  invested  in  and  due  on  suoli  shares.  Divi- 
dends can  oidy  be  declared  on  net  profits,  after  deductuig  losses  and  bad 
debts. 

Loans  cannot  be  made  by  an  association  upon  the  security  of  its 
own  8t«Kik,  nor  upon  real  estate  security  beyond  an  aggregate  of  sixty 
per  cent,  of  its  paid-up  capital,  nor  to  any  individual  or  firm  in  excess 
of  fifteen  per  cent,  of  such  capital.  The  act  provides  that  each  bank 
shall  at  all  times  have  on  hand  in  available  funds  an  amount  equal  to 
twenty  per  cent,  of  its  deposits,  one-half  of  which  must  be  in  actual 
caish  and  one-half  may  be  balances  due  from  solvent  banks.  AH  banks 
are  required  to  moke  sworn  reports  of  their  condition  on  a  date  past, 
upon  the  call  of  the  Public  Exaudner,  who  is  required  by  law  to  make 
k^ucb  calls  at  least  four  times  a  year.  State  banks  must  pubUsh  an  ab- 
^Hkract  of  sueli  reports  in  a  locid  newspaper.  Severe  penalties  are  pro- 
^rnded  for  any  faLsiUcation  in  statements  or  hi  entries  in  bank  books,  or 
for  refusal  or  neglect  to  comply  with  any  lawful  requirement  uiadeupou 
the  association  by  the  Public  Examiner.  Tliis  official  is  given  wide  lati- 
,de  in  enforcuig  performance  in  his  examinations  so  as  to  determine  adl 
e  facts. 

OKOWTH   OF  STATB   AND   PrTVATB  BaNKS. 

The  following  statistics  are  given  that  the  situation  with  reference  to 
the  banking  business  since  the  organization  of  the  State  may  be  seeu 
Dore  in  detail  : 
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State  and  Private  Bank*. 
AMRB.  1889.  laaa. 

landdlsoousta «3.168.63»  94.310,649 

OTerdiatta 68,157  184,794 

Stock*,  bonds,  wanrnnts  and  tax  oertUoktM      167,263  909,592 

Banking  house,  tnniltare  and  flztiiKS  and 

other  raal  estate 416,313  672,267 

Expenses  and  taxes  paM 100,066  134.929 

Dne  from  other  hanks 4«3,109  591,652 

Cash  and  oash  Items 377,136  571,608 

Other  resonroes 32,413  68,037 

Total $3,679,885  $6,583,431 

LiAnunu. 

Capital  stock  paid  In $1,661,460  $1,987,053 

Surplus  fund 94,346  212,396 

UndlTliled  profits  and  dividends  unpaid. .. .       320,270  326,181 

Indlvtdnal  and  hank  deposlU 1,541,774         3,566,148 

Bedlsoonnts  and  bills  payable 162,046  503,748 

Total $3,679,886  $8,683,421 

Statehanks 82 

Private  and  Inoorporated,  general  law •61  78 

•  About  one-haU,  only,  reporting. 


$1,688,498 
136,710 
296,383 

643,871 
533.018 
156,843 
761,««7 
1,326,2&3 

91.440,641 


$2,077,960 

234,319 

378,838 

5,4673S9 

381,666 

$8,440^641 
96 


Comparative  Table  Showing  Condition  of  aH  Banks  in  South  Dakota  iH 

189S  and  1898. 

AseiTs.                                     189S.  me. 

Loans  and  dlscounU $8,664,760  $8,033,837 

OverdratU 199.116  216,984 

United  States  bonds  and  premiums 903,941  804,646 

Stocks,  bonds,  warrants,  etc 910,341  912,733 

Banking  house  and  flxtures 962,783  838,364 

Other  real  estate 382,619  834,167 

Expenses  and  taxes  paid 124,922  166.843 

Due  from  other  banks „ 1,436,342  2,871,866 

Cash  and  cash  lt«uis 1,291,340  1.647,741 

Total $14,676,063  $16,194,178 

LiABiLrriBs. 

Capital  stock  paid  in $4,497,063  $3,663,980 

Surplus  fiind 813.671  636.577 

UndiTidetl  profits  and  dividends  unpaid 636,139  588,273 

Circulation  outstanding 616,815  465,433 

ImUriduHl  and  bank  deposits 7,432.999  10,462.688 

XTnite<l  States  deposito 143,976  199,083 

Rediscounts  and  bUls  payable 648,410  300.16S 

Total $14,676,063  $16,194,178 
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It  is  certain  that  lands  and  other  real  property  in  South  Dakota  are 
steadily  gaining  in  value,  and  the  above  comparative  figures  show  that 
the  banking  business  is  also  experiencing  a  gratifying  and  healthy 
improvement. 

National  Banks — Dakota. 
Figures  ara  In  thousands  of  dollars. 


^1 

Loatu 
anddU- 
count*. 

U.S. 
bond!. 

Caih 
andetuh 

CopOal. 

Auylu*. 

XJndi- 

tidtd 

preflU. 

Out. 
ttandtng 
efroMlo. 

Urn. 

IndU 
vtdual 
depotttt. 

1878 

1879 

1884. 

1889* 

1 

4 
86 
61 

tS7 

354 

8,686 

7,794 

•80 

210 

878 

1.361 

$39 
146 
665 
749 

$50 

306 

3.268 

8,930 

$1 

31 

443 

917 

$2 

40 

297 

367 

$45 

117 
628 
892 

$41 

733 

3,088 

6.460 

•After  1889  the  Territory  of  Dakota  waa  divided  and  the  States  of  Nortb  and  Sontli 
Dakota  esUbliabed. 

National  Banks— South  Dakota. 
Figures  are  in  thousands  of  dollars. 


TXASS. 

Loan* 
anddi*. 
eount*. 

U.S. 
boiuU. 

Ca*h 

andeath 

item*. 

Capital. 

Surplu*. 

Undi- 
vided 
pntfU*. 

Out- 
ttanding 
e<reula- 

Hon. 

indi- 
vidual 

1890. 

1898 

1896 

1899. 

39 
39 
30 
25 

$4,909 
4.611 
8,222 
3.761 

$981 
842 
688 
766 

$521 
669 
718 
587 

$2,545 
3,610 
1.886 
1.460 

$697 
600 
371 
270 

r^6 

204 
114 
208 

$580 
619 
477 
495 

$4,076 
3.661 
3.910 
6.981 

NEBRASKA. 


The  history  of  banking  in  Nebraska  begins  with  the  birth  of  the 
Commonwealth. 

The  history  of  banking  in  the  United  States  may  be  said  to  be  em- 
braced in  two  distinct  epochs.  The  first,  commencing  with  the  issue  of 
paper  money  by  or  under  the  authority  of  the  separate  Colonies  and 
continued  in  the  same  manner  by  the  several  States  after  the  Revolu- 
tion, and  for  a  time  by  the  general  Government,  through  the  Banks  of 
the  United  States,  may  be  termed  the  era  of  "currency  banking," 
which  came  to  a  disastrous  termination  in  the  panic  of  1857.  The  sec- 
<md  era  began  when  the  Government  issued  Treasury  notes  during  the 
Civil  War  to  circulate  as  money,  and  authorized  the  circulation  of 
bank  notes,  secured  by  a  pledge  of  Government  securities,  and 
practicaUy  prohibited  all  other  forms  of  paper  money.    This  may  be 
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called  th*^  era  of  deposit  banking,  which  exists  at  the  preeent  time.  The 
period  immediately  preceding  the  panic  of  1857  was  the  high-water 
mark  of  currency  banldag,  and  may  properly  be  called  carreooy  bank- 
ing ran  wild. 

Nebraska  was  bom  when  the  spirit  of  wild  currency  banking  per- 
vaded the  land,  the  Kansas-Nebraska  Act  becoming  a  law  in  May,  1854. 

Gharactbbistics  of  thb  State  Baits  Notks. 

One  fact  should  always  be  mentioned  when  this  oorrency  is  dis- 
cussed,  because  it  is  not  generally  understood.  The  notes  were  not 
l^al  tender;  and,  unlike  the  Oovemment  currency  issued  daring  Uie 
Civil  War,  they  were  not  payable  merely  in  other  peq>er  money  no  bel- 
ter than  themselves,  but  were  by  their  terms  redeemable  on  demand  in 
gold  and  silver  coin.  There  was  in  them  no  trace  of  the  "flatinn'' 
which  is  now  the  controlling  element  with  <Hie  of  the  political  foroes 
seeking  national  supremacy  upon  the  money  issue.  But,  notwithstand- 
ing this  fact,  there  were  Just  grounds  for  the  antagtmism  of  Jaokaoo, 
Benton  and  the  rest  of  the  old-time  Democratic  leaders  towards  erea 
this  apparently  harmless  species  of  paper  money.  Its  tendency  was  to 
drive  gold  and  silver  from  circulation,  and  when  the  United  States 
Bank  currency  was  issued,  this  result  came  very  near  to  being  realixed. 
The  fall  of  the  United  States  Bank  did  not  entirely  destroy  the  system. 
It  retarded  the  inflation  business  and  gave  currency  banking  a  check 
which  continued  for  a  number  of  years,  and  it  was  never  again  under- 
taken under  the  direct  auspices  of  the  general  Government. 

The  organization  and  settlement  of  new  States  and  Territories  sup- 
plied an  exceptional  opportunity  for  the  increase  of  bank-note  currency. 
Not  only  was  capital  in  demand  in  these  new  sections  to  an  extent 
which  invited  the  issue  of  credit  money,  but  another  fovorable  feature 
was  added.  The  more  inaccessible  the  place  from  which  the  notes  were 
issued  the  more  desirable  became  that  place  for  the  establishment  of  a 
bank,  and  in  this  manner  the  nHmes  of  places,  which  in  fact  liad  scarcely 
any  existence,  became  famihar  throughout  the  country  by  reason  of 
their  bank  notes. 

The  Currbnct  Era. 

Nebraska  opened  up  a  magnificent  field  for  this  kind  of  busineaa. 
There  were  no  railroads  within  hundreds  of  miles,  and  travel  by  way  of 
the  Missouri  River  was  too  uncertain  and  consumed  too  much  time  to 
give  the  note  issuers  much  concern  or  anxiety.  To  the  currency  attrac- 
tion was  also  added  that  of  speculation  in  town  lots,  and  the  two  often 
went  hand  in  hand. 

The  main  business  of  the  first  and  second  second  sessions  of  theT^ 
ritorial  Legislature,  aside  from  the  occasional  all-al>sorbing  topic  of 
capital  location,  was  the  forming  of  business  corporations  under  special 
charters,  with  banking  privileges  expressed  or  understood,  and  theadop- 
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'tionof  special  acts  organizing  cities  and  towns  which  had  existence 
only  on  paper.  Of  the  numerous  municipalities  thus  establis^lied  only 
La  lew  can  now  be  traced  on  the  map  of  Nebraslia,  but  tbeir  non-exist- 
len(!e  did  not  prevent  xpeculation  in  these  paper  towns  to  a  prepoeter- 
loas  extent. 

BAlOUNe  DBCIiARBD  a  Crimr. 

There  were  no  bank  charters  directly  granted  at  the  first  session  held 
|in  January,  1HS5.     In  fact  the  initial  legislative  proceedings  indicated 
ided  antipathy  to  bank>!,  for  in  the  Criminal  Code  adopted  at  this 
ion  is  the  following.     (Laws  of  1855,  Chap.  2,  Sec.  168; : 

'  If  any  person  shall  subscribe  to  or  become  a  member  of,  or  be  In  any  way  In- 
i'teresUtl  in  any  assooiutton  or  (.'ompauy  formcci  for  the  purpose  of  isaalni;  or  putting 
hjto  circulation  any  bill,  check,  ticket,  certUlcatc,  promissory  note,  or  other  paper  of 
any  bank  to  circulato  \iA  money  In  this  Territory,  ho  shall  bo  piinisbwl  by  Imprison- 
ment in  the  couoty  jail  not  exceeding  one  year,  or  by  a  fine  of  not  more  than  one  thou- 
sand dollars." 


Other  sections  of  the  same  act  prohibited  mcorporated  companies, 
their  oflScers,  agents  or  directors,  from  issuing  notes  under  penalties,  and 
declared  void  all  notes  and  obligations  given  to  such  companies  contrary 
to  the  preceding  sections. 

NotwithKtaniiing  this  stringent  prohibition,  several  charters  were 
[  passed  at  the  same  session,  which,  while  ostensibly  for  the  business  of 
I  Insurance,  were  really  intended  for  banking. 

Among  them  was  that  granted  to  the  Western  Exchange  Fire  and 
[Marine  Insurance  Company,  of  Ouialia,  which  subsequently  occupied 
I  a  prominent  position  among  the  currency  banksand  became  the  offlcisd 
depository  of  the  Territorial  goveniment.  The  only  words  in  its  charter 
which  coidd  be  construed  to  authorize  a  banking  business  were  these: 
"to  receive  deposits  and  issue  certiflcatefftherefor. "  Its  bank  notes  for 
this  reason  were  all  in  the  form  of  certiflcates  of  deposit  payable  to 
bearer,  with  the  name  of  the  depositor  written  in. 

Other  incorporations  were  effected  of  a  shuilar  character  at  this  ses- 
'fiion,  but  it  does  not  appear  that  any  of  the  companies  engaged  in  the 
Ijanking  business.     One  of  them  carried  the  following  Umitatiou  after 
,  the  words  used  in  the  charter  of  the  Western  Exchange,  which  author- 
ted  the  company  to  receive  deposits,  "provided  nothing  in  this  act 
shall  be  construed  as  to  give  the  corporation  tLe  power  of  banking," 
^f^om  which  it  must  be  concluded  that  in  those  days  the  power  to  re- 
ceive deposits  did  not  of  itself  constitute  a  banking  busmess,  and  that 
banking  necessarily  had  connected  with  it  the  power  to  issue  notes, 
The  second  session  held  in  January,  1856,  was  prolific  of  bank  cbar- 
^teis.     At  this  session,  general  statutes  were  adopted,  and  in  Chapters, 
under  the  head  of  "Corporations,"  was  the  following:  "Section  1. 
Aoy  person  or  persona  may  he  associated  and  incorporated  for  the 
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transaction  of  any  lawful  basinees."    However,  as  banking  was  made 
unlawful  in  the  Criminal  Code,  special  charters  were  required. 

The  following  clause  occurs  in  all  the  bank  acts  passed  at  this  and 
the  succeeding  session  of  the  Legislature  : 

"  Section  1.  *  *  *  and  the  said  company,  under  the  above  name  and  stjie, 
are  hereby  declared  capable  in  law  of  lasolng  bills,  notes  and  other  oertMcatea  of  in- 
debtedness. 

Section  2.  It  shall  be  thednty  of  the  President  or  Vioe-Presldait  (either  of  whom 
shall  be  competent)  and  Cashier  to  attach  their  reepective  names  to  all  bills  or  notes 
issued  by  said  bank  to  clrcnlate  as  cnrrency,  and  the  stockholden  shall  be  each  and 
Indlridnally  liable  for  the  fall  and  final  redemption  of  snoh  issoe,  payable  at  thdr 
banking  house  in  gold  and  silver." 

Section  3  provides  for  an  annual  report  to  the  Auditor  at  the  oondi' 
tion  of  the  bank. 

The  following  banks  were  given  ohuters  at  the  session  of  1856 :  Bank 
of  Florence;  Bank  of  Nebraska,  at  Omaha;  Nemaha  Valley  Bank,  at 
Brownville ;  Platte  Valley  Bank,  at  Nebraska  City ;  Fontenelle  Bank, 
at  Bellevue. 

To  this  list  were  added  by  the  session  of  18R7,  the  Bank  of  Tekamah 
and  the  Bank  of  De  Sota.* 

This  completes  the  list  of  specially-chartered  banks.  The  last  two 
charters  were  passed  over  the  Governor's  veto.  Six  others  were  also 
passed,  but  these  were  killed  by  the  veto. 

During  the  third  legislative  session,  for  some  special  reason  the  Crimi- 
nal Code  was  repealed  in  its  entirety.  By  reason  of  this  repeal,  the 
banking  business  was  made  lawful,  and  organizations  could  be  effected 
under  Sec.  1  Chap.  3  of  the  General  Statutes  already  quoted.  That  the 
repeal  so  far  as  it  referred  to  banks  was  an  oversight  is  shown  in  the 
subsequent  passage  of  an  amendment  excepting  banking  from  the  gen- 
eral privilege,  but  before  this  amendment  became  a  law,  a  nnmbei  of 
banks  were  organized  in  this  tnanner.  At  least  this  is  the  only  plausi- 
ble explanation  for  the  existence  of  those  banks  which  did  not  obtun 
special  charters.  It  is  possible  that  some  were  organized  in  defiance  of 
law,  for  the  Governor  at  one  time  ordered  the  prosecution  of  one  or 
more  for  unlawful  banking.  Nothing,  however,  came  of  this  effort, 
and  the  probabilities  are  in  favor  of  all  these  banks  having  some  kind 
of  legal  organization. 

The  following  are  the  banks  which  were  thus  organized  and  issued 
circulation  in  varying  amounts : 

The  Waubeck  Bank,  of  De  Soto;  the  Com  Exchange  Bank,  of  De 
Soto;  The  Bank  of  Dakota,  Dakota  City;  The  Brownville  Bank  and 
Land  Company,  of  Omaha  City;  the  Omaha  City  Bank  and  Land 
Company;  the  Omaha  and  Chicago  Bank,  of  Omaha  City. 

Samples  of  the  notes  of  these  and  other  Nebraska  banks,  together 
with  other  State  and  United  States  bank  currency,  are  in  the  Byron 
*  Probably  an  error  In  spelliriff.  the  name  of  the  town  beinjr  De  Soto. 
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eed  collection  upon  exhibition  in  the  Oinalia  Public  Library.     The 
Tebraska  bank  notes  are  elegantly  engraved,  and  the  signatures  ap- 
ended  would  indicate  that  good  handwriting  was  perhaps  a  more  oeo- 
'  accomplishment  for  a  banls  officer  then  than  is  the  case  at  present. 

History  op  thk  Eahlt  Basks. 

The  Western  Exchange  Fire  and  Marine  Insurance  Company  had  for 
its  officers:  Thos.  II.  Benton,  Jr.,  President  (anephewof  Senator  Benton, 
of  Missouri);  Leroy  Tuttle,  Cashier;  A.  U.  Wynion,  Assistant  Cashier. 
The  two  la.st  named  sub.sequently  bec-aine  Assistant  Treasurers  of  the 
United  States  at  Wasliington,  under  F,  E.  Spinner,  the  War  Treasurer, 
And  Mr.  Wyman  afterwards  succeeded  to  tlie  office  of  Treasurer.  He 
now  (1899j  resides  in  Omaha,  being  President  of  tlie  Omalia  Loan  and 
Trust  Company, 

In  Sorenson's  History  of  Omaha,  it  is  stated  that  after  the  failure  of 
the  Western  Exchange  Fire  and  Marine  Insurance  Company  In  the  fall 
of  1857  the  published  schedule  of  its  assets  showed  an  aggregate  of 
$288,083,  the  most  of  which  was  in  "notes  and  bills  receivable,"  the 
cash  reported  being  "$191.03  in  specie  and  $121  in  bills  of  insolvent 
Nothing  was  ever  realized  for  creditors  from  these  assets. 

Thk  BAJ!ac  of  Nebkaska. 

The  Bank  of  Nebraska  had  for  its  officers:  B.  F.  Allen,  President; 
luel  Moffat.  Cashier;  and  D.  H.  Moffat,  Teller, 
Mr.  /Vllen  was  a  prominent  banker  of  Des  Moines,  Iowa,  until  he 
emoved  to  Chicago.    The  disastrous  failure  in  1875  of  the  Cook  County 
7ationul  Bank  of  that  city,  and  his  connection  with  it  as  President, 
brouglit  him  at  that  time  into  national  prominence. 

David  H.  Moffat  is  now  the  millionaire  banker  and  mine  owner  of 
Denver.     He  is  President  of  tbi'  First  National  Bank,  of  Denver,  whose 
stork  he  mostly  owns  and  to  whom  he  pers<inaUy  supplies  a  large  por- 
aon  of  its  aggregate  deposits  of  over  iS18,(XK),(»00. 

Sorenaon  says  the  Bank  of  Nebraska  collapsed  in  1856  (1859  in- 
1)  'with  a  balance  on  its  cash  books  to  the  credit  of  the  bank  of 
"  the  meaning  of  which  is  not  very  clear.  Another  authority 
iyB  it  was  the  next  bank  to  fail  after  the  Western  Exchange.  It  i.s 
Dssible  that  this  bank  finally  failed,  but  it  did  not  fail  during  the 
^nic.  On  the  contrary,  it  paid  its  liabilities  in  full,  and  all  of  its  notes 
earing  the  name  of  B.  F.  jVllen  were  redeemed  by  his  Omaha  agents 
piiring  many  years  following.  Other  parties,  to  whom  Allen  and  his 
ciates  transferred  their  interest  after  the  panic,  undertook  to  con- 
ine  the  business,  but  the  attempt  failed. 
It  has  always  lieeu  claimed  that  the  Platte  Valley  Bank,  of  Nebraska 
iJity,  met  all  demands  dtiriiig  the  panic,  and  was  the  only  one  of  the 
febroska  banks  which  succeeded  in  doing  this.  It  expired,  however, 
the  effort. 
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A  BAinS  WhOSR  NOTBS  WKSB  AIiWATS  Skdkbmkd. 

Several  of  the  remaining  banks  whioh  were  not  ino(»p(watod  nntQ 
1857,  and  had  no  considerable  tunoont  of  oarreocy  in  oiroolation  irtien 
the  panic  came,  continued  to  do  bosiness  after  tliat  evrait.  Nearly  all 
of  them,  however,  were  fraudulently  managed,  and  cloaed  their  doon 
after  getting  into  circulation  all  the  notes  in  their  power.  There  was, 
however,  one  honorable  exception  in  the  Bank  of  Dakota  City,  owned 
by  the  Kountze  Bros.  No  banking  business  was  actoally  transsicted  at 
Dakota  City.  The  notes  were  mainly  issued  and  redeemed  in  Otoaba 
(to  which  city  Kountze  Bros,  removed  in  the  fall  of  1867),  but  to  tlie 
writer's  certain  linowledge  they  were  always  redeemed  on  presentation. 
Mention  of  this  fact  is  made  for  the  purpose  of  contradiedng  an  unde- 
served slur  cast  upon  Kountze  Bros,  in  a  paper  purporting  to  be  a  his- 
tory of  the  early  Nebraska  bank  currency,  which  is  published  with  the 
proceedings  of  the  Nebraska  State  Historical  Society  for  1887.  In  this 
paper  it  is  asserted,  upon  the  authority  of  "three  disintereeted  men 
who  were  acquainted  with  the  circumstances,"  that  Kountze  Bros,  "re- 
deemed the  issues  of  the  Bank  of  De  Bota  in  a  sort  of  deeoltcny  manner, 
buying  it  up  for  what  it  was  selling  at  in  the  market,  and  so  getting 
most  of  it  out  of  the  way."  This  writer  is  guilty  of  the  inexeuai^de 
blunder  for  a  history  writer  of  confusing  the  name  of  the  "Bank  of 
Dakota"  with  that  of  the  "Bank  of  DeSota."  Kountze  Bros,  bad 
nothing  whatever  to  do  with  the  last-named  bank,  and  Sorenson's  His- 
tory, from  which  the  writer  inaccurately  quotes  for  the  purpose  of  con- 
tradicting, made  no  error  of  this  kind,  but  states  properly  the  name  of 
Kountze  Bros.'  bank. 

This  ends  the  chapter  of  currency  banking  in  Nebraslca.  Not  a  trace 
of  the  business  remained  a  few  years  after  the  panic,  and  the  manner 
in  which  the  business  of  the  banks  was  conducted,  the  volume  of  bus- 
iness transacted,  and  everything  else  connected  with  them,  have  I)e- 
come  more  tradition  than  history,  for  no  record  remains  which  supplies 
any  basis  for  statistics.  There  could  not  have  been  many  annual  re- 
ports to  the  Auditor,  if  indeed  they  were  made  at  all,  and  no  reports 
can  now  be  found.  The  Hon.  A.  B.  Hepburn,  when  Comptroller  of 
the  Currency,  included  in  his  annual  report  for  1892  some  interesting 
tables  of  the  old  State  and  United  States  banks  from  1774  to  1892. 
The  following  figures  are  given  for  State  banks  in  Nebraska: 


atate  Banks,  1856-1861. 


Ao.  of  banks. 

CapUaL 

$205,000 
15.000 
fid.O'O 
60,400 

ClreulaUon. 

DepoUt*. 

1856 

i 
6 
2 

1 

t3S5.786 
41,641 
23.846 

1«,007 

■ 

tusjtn 

1858 

S,Sit 

1859. 

&I48 

1861 

io,'n7 
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The  name  of  Nebraska  then  disappears  from  these  statistics  nntil 
1686-7.  From  whom  these  figures  were  obtained  and  what  baiiiu  were 
referred  to,  is  a  matter  for  conjecture,  and  tlie  accuracy  of  tlie  figures 
must  be  questioned,  as  tiiey  seem  to  disprove  themselves.  The  numt>er 
of  banks  could  not  iiave  increased  in  1858,  and  if  they  had  done  8o, 
tiiere  should  Iture  been  some  Lucreaae  in  capita]  and  deposits,  instead 
^Bpl  the  heavy  decline  shown. 


Era  op  Deposit  Bankino. 


With  1857  commences  the  history  of  deposit  banking  in  Nebraska. 
The  following  arc  the  banks  (all  private)  which  commenced  busineoa 
prior  to  1860,  and  they  are  believed  to  be  given  in  their  proper  order: 


Hamm.  Place.  DaU. 

LiuhliauKh  ftOimon Brownrllle Jauuury,  1867 

i,Souati«  Droe Onmha, Fall,  Ih67 

6ver,  Smith  *  Oj Neb.  City '  18S7 

9WB,  Millard  J:  Co Omaha. Spring,     ISfie 

innftMetoalf. Nob.  City "  1868 

.Ware Neb.City "  isse 

TootleftUanoa Plattemoutb "  18SB 

The  above  seven  institutions  are  the  pioneers  of  banking  in  Ne- 
>ra£ka.  It  is  a  remarkable  fact  that  the  banking  houses  thus  estab- 
sbed  more  than  forty  years  a^o  all  survive,  although  greatly  altered  in 
form  and  name  and  under  different  managements. 

No  greater  tribute  caJi  be  given  to  the  character  of  their  founders 
than  this  statement  itself  carries  with  it.  Panics  have  come  and  gone, 
financial  disasters  almost  unparalleled  have  afflicted  tlie  Common- 
wealth ;  in  some  oa^es,  notably  that  of  the  Nebraska  City  bankers,  the 
Individuals  thembclves  have  failed  and  passed  from  public  view,  but  the 
work  of  these  men  remains  and  will  continue  long  after  the  last  one  of 
theiu  pajsses  away  enduring  monuments  to  their  honesty,  fidelity  and 
Bound  business  Judgment. 

(PiosBER  Banks  and  Thkik  Desckitdants. 
The  bank  of  Lushbaugh  &  Carson,  Brownville,  Neb. ,  the  name  of 
•whieii  was  soon  changed  to  John  L.  Carson  &  Co.,  became  the  First  Na- 
tional, of  BrowuvUle.  Subsequently,  when  business  was  diverted  from 
Bro%vnville  to  Auburn  (by  reason  of  the  construction  of  a  railroad  in  its 
rear),  this  bank  went  into  liquidation.  Mr.  Carson  organized  the  Car- 
son National  Bank,  of  Auburn,  and  waa  it  President  until  his  death  a 
few  years  ago. 

The  name  of  Cheever,  Sweet  &  Co.,  Nebraska  City,  was  early 
changed  to  Jos.  Sweet  &  Co.  This  business  was  merged  into  the  James 
Sweet  National  Bank,  the  name  of  which  was  afterward*  changed  to 
_the  present  Merchants'  National  Bank,  of  Nebraska  City. 

Kountze  Bros.,  of  Omalia,  organized  the  First  National  B<uik,  of 
3a,  in  August,  1863,  one  of  the  earliest  National  banks  organized 
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under  the  then  recently  adopted  National  Corrraoy  Act.  They  eon- 
tinued  their  private  banking  firm  untO  July,  1865,  when  that  btnineB 
was  meiged  into  that  of  the  National  bank.  Thej  also  established 
branches  in  1863  in  Denver  and  Central  City,  Colo.,  which  sabseqnently 
became  respectively  the  Colcnudo  National  Bank,  of  Denver,  and  Bodqr 
Mountain  National  Bank,  of  Central  City.  They  disposed  of  their  in- 
terest in  the  Central  City  Bank,  but  still  own  the  control  of  the  Denver 
bank.  During  the  construction  of  the  Union  Padfio,  they  also  c^jened 
a  bank  in  Cheyenne,  Wyo.,  nnder  the  name  of  Kountse  Bros.  &  Co., 
bat  this  bank  was  in  business  only  a  short  time.  In  1868,  one  of  the 
brothers,  Mr.  Luther  Kountze,  who  was  the  pioneer  of  the  Colorado 
busiaess,  opened  a  banking  office  under  his  own  name  at  52  Wall  Street, 
New  Tork.  He  was  afterwards  joined  in  the  business  by  his  brothers, 
and  the  present  banking  business  of  Kountze  Bros,  was  organized. 
The  senior  brother,  Mr.  Augustus  Kountze,  removed  from  Omaha  to 
New  Tork,  where  he  died  a  few  years  ago.  Mr.  Herman  Kountze,  the 
present  senior  member  of  the  firm,  resides  in  Omaha,  and  is  President 
of  the  First  National  Bank. 

Henry  W.  Yates,  while  in  the  employ  of  Kountze  Bros.,  in  1863, 
completed  the  organization  papers  of  the  First  National  Bank,  and  wm 
connected  with  that  bank  as  an  officer  and  director  until  1882,  when 
he  resigned  to  organize  the  Nebraska  National  Bank,  of  Omaha. 

The  name  of  Barrows,  Millard  &  Co.,  of  Omaha,  was  early  changed 
to  Millard,  Caldwell,  &  Co.  The  two  brothers,  Ezra  and  Joseph  Mil- 
lard, withdrew  from  the  firm  in  1865  in  order  to  establish  the  Omaha 
National  Bank.  The  private  banking  house  became  Caldwell,  Ham 
ilton  &  Co.,  and  so  continued  until  1883,  when  it  was  merged  into  the 
present  United  States  National  Banl^  Both  Caldwell  and  HamOtoD 
are  dead,  but  their  sons  are  still  represented  in  the  present  business  ae 
Vice  President  and  Cashier  respectively,  and  Mr.  Barlow,  the  surviving 
partner  of  the  baniung  firm,  is  its  President. 

Mr.  Ezra  Millard  withdrew  from  the  Omaha  National  Bank  in  1884 
and  organized  the  Commercial  National  Bank,  of  which  he  remained 
President  until  his  death  in  1886.  His  son,  Alfred  Millard,  is  the  pres- 
ent Cashier  of  tlie  bank. 

Joseph  H.  Millard,  who  was  formerly  Cashier  of  the  Omaha  National 
Bank,  succeeded  his  brother  Ezra  as  its  President,  and  continues  so  at 
the  present  time. 

McCann  &  Metcaif,  Nebraska  City,  became  D.  J.  McCann  &  Ca, 
when  Mr.  Metcaif  retired  iu  1865  in  order  to  organize  the  present  Otoe 
County  National  Bank,  and  in  1871  the  business  of  D.  J.  McCann  &  Co. 
was  merged  into  the  existing  Nebraska  City  National  Bank. 

J.  A.  Ware,  of  Nebraska  City,  organized,  in  1866,  a  branch  in  Omaha 
under  tlie  name  of  J.  A.  Ware  &  Co.  Ware's  bank  in  Nebraska  City 
failed  about  1872,  but  prior  to  that  time,  in  1870,  the  Omaha  busineee 
was  bought  by  ex-Governor  Saunders,  Frank  Murphy,  B.  B.  Wood, 
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id  others,  and  organized  into  the  State  fiank  of  Nebraska,  which 
terwards,  in  1882,  was  converted  into  the  present  Merchants'  National: 
'  Bank  of  Omaha. 

The  tiriti  naitte  of  Tootle  &  Hanna  (Plattsiuouth),  was  changed  to 
Tootle,  Honna  &  Clark  by  the  admission  into  the  Ann  of  John  R.  Clark, 

iwho  Bubsetjueutly  removed  to  Lincoln  and  became  prominently  con 
Biected  with  the  First  National  Bank  of  that  city,  and  wnis  it«  President 
^t  his  death  some  years  tigo.  The  business  at  Plattsinouth  was  merged 
fcnto  the  existing  First  National  Bank  of  that  city. 


Nebraska  Bankino  in  the  Sixties. 


The  Pike's  Peak  gold  diacoveries  of  1859,  and  later  discoveries  in 
(dolio  and  SIntitauu,  caosed  a  heavy  travel  westward,  and  Nebraska  re- 
eived  its  share  of  tiie  business  attending  it.  The  Civil  War  also  worked 
its  advantage  by  closing  the  Kansas-Missouri  rout«  and  diverting  the 
entire  travel  throuj^h  Nebraska  and  Iowa.  Trjule  took  on  new  life,  and 
at  the  main  outfitting  points  of  Nebraska  City  and  Omaha  bankers 
aguin  perceived  a  chance  for  profitable  business.  The  emigration  of 
itself  distributed  sotiie  money,  for  every  wagon  train  (and  at  times  they 

t extended  for  miles)  was  obliged  to  obtain  supplies  at  these  outfitting 
Dints  for  the  long  and  dangerous  journey  across  the  plains.  The  main 
)U8ines.s,  however,  of  the  banks,  waj<  the  purchasing  of  gold  du«t  from  re- 
turning miners.  The  extent  to  which  t\m  bu^uness  was  transacted  could 
not  now  be  easily  realized,  and  no  statistics  exist  to  indicate  its  volume, 
,  but  it  was  very  heavy.  In  the  mming  districts  currency  was  unknown, 
business  was  transacted  almost  entirely  by  means  of  what  was  called 
'  trade  dust."  Every  estabUshment  had  its  scales,  and  purchases  large 
landsman  were  settled  with  dust,  every  ntan  carrying  with  him  his  buck- 
skin wallet  from  which  the  dust  was  poured  out  as  needed.  The  return- 
ing emigrants,  coming  by  wagon  train,  coach,  or  down  the  river  for 
thousands  of  miles  in  rudely  con-itructed  boats  called  "mackuiaws," 
were  obUged  to  sell  some  or  all  of  their  dust  when  they  reached  the  set- 
tlements on  the  Missouri  River,  and  the  disposition  to  sell  was  increased 
luring  and  aft«r  the  war,  from  the  changeable  and  heavy  premium  for 
old,  the  risks  of  wliich  changes  the  owners  of  the  dust  were  not  often 
willing  t<i  t^ake,  when  the  opportunity  to  realize  was  presented.  Bank- 
ers became  experts  in  the  business,  not  only  as  handlers  of  trade  dust, 
which  was  a  mixture  of  sand  and  dust,  but  also  of  the  comparatively 
pure  article.  They  oould  determine  within  a  few  oent«  the  assay  value 
ftf  any  dust  offered,  although  it  came  from  numerous  gulches,  carrying 
rery  different  values.  The  amount  of  money  demanded  for  the  busi 
ness  was  far  in  excess  of  what  there  was  in  circulation.  Many  amusing' 
stories  are  told  in  Omolia  of  embarrassing  situations.  In  most  instaucvs 
the  customer  could  be  persuaded  to  take  part  of  his  pay  in  New  York 
drafts,  but  sometimes  nothing  but  money  would  answer,  and  the  laMt 
dollar  in  the  Cashier's  till  would  be  paid  out,  so  that  when  a  check  wii> 
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presented  for  payment,  the  holder  would  have  to  be  indnoed  to  hold  on  to 
it  until  some  oorrency  could  be  obtained,  or  dae  leave  it  on  deposit  TIm 
situation  was  well  understood  and  snob  occarrenoes  caused  no  comment 
or  talk.  But  there  were  times  when  the  till  was  not  sufficient  to  meet 
the  gold  dust  demand,  and  then  the  practice  was  for  one  of  the  offloen 
or  employees  to  keep  the  customer  in  conversation  and  good  humor 
whUe  another  would  go  out  and  ransack  the  town  for  all  the  money 
that  could  be  obtained  from  merchants  and  others. 

During  the  war  the  Government  also  made  large  expenditures  in  re- 
sisting Indian  forays  and  protecting  the  overland  travel.  Dealing  in 
Government  vouchers  became  a  very  lucrative  business,  the  discount 
at  times  amounting  to  thirty  or  forty  per  cent,  in  cases  where  irregular- 
ities were  apparent  or  expected,  and  time  would  be  required  to  correct 
them.  Necessarily  the  banker  also  became  an  expert  in  untao^^g  and 
straightening  papersto  make  them  conform  to  the  red  tape  regulations 
of  the  department  in  Washington. 

Upon  these  transitory  things  the  banking  business  was  chiefly  main- 
tained and  prosecuted  until  the  railroad  era  of  the  early  seventies  dem- 
onstrated the  fact  that  there  was  something  more  substantial  in  sij^t. 
As  one  of  our  ablest  newspaper  editors — Dr.  Gteorge  L.  Miller — said  in 
the  "  Omaha  Herald  "  many  years  ago :  "  Omaha  (and  Nebraska  would 
have  answered  equally  as  well)  was  practically  extinguished  under  the 
financial  avalanche  of  1 857,  and  did  not  emerge  from  its  effects  until 
the  advent  of  railroads." 

Banks  in  Existbncb  in  1873. 

The  seven  banks  whose  histories  have  been  traced  to  the  present 
time  were  the  only  banks  in  business  down  to  as  late  a  date  as  1865. 
Bringing  the  record  to  the  beginning  of  1873,  the  date  of  the  next  great 
panic,  and  we  find  the  following  were  the  twenty-four  banks  doing  bus- 
iness in  the  State  at  that  period : 

Beatrice Smith  Bros.,  now  First  National  Bank. 

"       GriKgB*  Webb. 

Blair. A.  Castetter,  now  A.  Castetter's  Bank. 

Brownrille First  National  Bank. 

"         State  Bank. 

Columbus Oerrard  &  Reed,  now  Columbus  Stat«  Bank. 

Crete State  Bank,  now  First  National  Bank. 

Fremont B.  H.  Rogers  &  Co.,  now  First  National  Bank. 

"        Wilson  &  Hopkins,  now  Fremont  National  Bank. 

Grand  Island State  Central  Bank. 

Lincoln First  National  Bank,  same  title  at  present. 

State  National  Bank. 

Madison Barnes  &  Tyrell. 

Norfolk J.  &.  C.  P.  Matthewson. 

Nebraska  City Otoo  County  National  Bank,  same  title  at  present. 

"  Nebraska  City  National  Bank,  s^me  title  at  present. 

Omaha First  National  Bank,  same  title  flt  present. 

"      Omaha  National  Bank,  same  title  at  present. 

"      State  Bank,  now  Merchants'  National  Bank. 
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Caldwell.  Hiunilton  ft  Co..  now  0nlt«<]  state*  Katlonal  Bunk. 

iwnce  City State  Bank,  now  First  Nittlonitl  Bank. 

plMttsmouth First  National  liank,  same  title  at  present. 

eh RusmII  Holmes,  now  Tecumspb  National  Bank. 

IPoint. NDligh.  Brunnerft  KIpp. 

Tbb  RajitROAo  Era. 

the  panic  of  1873  there  was  no  considerable  increase  in  the 
number  of  Ixinks  until  the  era  of  ruilrond  bnildinf;  actually  coruiiieuced, 
•which  was  about  1860.  The  number  of  banks  then  increased  so  rap- 
idly that  they  cannot  be  furtljer  given  in  detail.  It  i.s  also  diffleult  after 
this  period  to  obtain  definite  statistics  except  for  the  National  banks, 
and  tliis  continued  until  the  passage  in  1889  of  the  act  refTulating  banks 
and  establishing  a  State  Banking  Board.  This  act  was  a  great  improve- 
ment over  any  previous  legislation,  in  fact  it  was  tlie  first  bank  legisla- 
tion since  the  currency  era.  It  does  not  change  the  manner  of  incor- 
porating banks,  which  remains  just  as  it  was  left  by  the  first  Territorial 
Legislature  in  the  general  law  referring  to  corporations;  but  it  effect- 
ually regulates  them  and  provides  for  stated  reports  and  examinations. 
Doubtless  it  may  lie  further  improved,  but  as  a  whole  it  is  satisfactory 
I  and  probably  gives  the  State  as  good  a  bankuig  law  as  can  be  found  in 
^Hany  Western  State  and  is  far  superior  to  the  majority  of  them.  The 
^leomplete  annual  reports  of  the  Banking  Board,  which  commenced  with 
1890,  supply  all  the  information  de^red  in  the  way  of  statistics  from 
this  time  on.  Prior  to  that  date  the  only  figures  to  be  obtained  are  for 
the  brief  period  during  which  the  bamks  were  required  to  make  semi- 
aiuiual  reports  to  the  Treasurer  of  the  United  States  for  taxation  upon 
their  average  capital  and  deposits. 

State  Banks,   1876-1898. 

DATS.  Ko.o/banla.  rapltnl.  DrpoHtt. 

rorember  SO.  1876 35  «i07,3Si  ti.3S0,S4a 

KtjM.imi 89  465.464  1,184,039 

.Kar»l.lST8 .........~ 48  503.505  l,16e,3f>0 

CRrSl,I87B 46  444,840  I.S50.737 

'31.1880 88  663,800  2,010,814 

M»r31. 18S1 98  044,372  3,661.1(01 

November  30, 1882 186  1,746,309  4.880,753 

0«tob*r,  ISOO BIS  11,155,412  17,51S,60« 

lOctolier.  1892 SIS  11,967,090  94,881.113 

Cdinber.  1893 604  10.840.744  17,808.476 

^t>eoemti«r,18»4 489  11.407,838  ia,074.8»2 

DfoemlMr.lSeS 447  0,910.696  14,300,775 

December,  1890 414  8,333,666  10,927,637 

DecemllW.  1807 898  7,856,378  18.903.940 

DMOnbrn-,  1808 393  7,583,023  18,995,180 

Obowth  ok  Nation  ax.  and  State  Banks. 
The  growth  of  National  and  State  Baiiks  between  the  years  1883 
'and  1892  was  as  follows: 
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Tbab. 


.vo.«jr 

ruat 

ttanJf», 

raptl«l. 

Vf! 

9S.m7.an 

S'jO 

M.77\l» 

Tolat  in4 


The  fignres  given  below  also  show  clearly  the  obanges  prodnoed  by 
{tanic,  crop  failureB,  and  politics  in  these  clasaee  of  banks,  as  follows 


raijilal. 


LnmtH  GoatrV 


Octolier,  tSSe,  to  Deoember,  1W9.. . . 
Decomber,  IWi,  to  Uecemlwr,  188S . 
I»ec«mber,  ItW.  to  I'k-oMnlXT,  ISBfl  . 
Deccnibvr,  1806,  to  December,  IMW . 


$1,««,3M 
£.101,318 

i.aBT,8ao 
7ta.Mt 


tie.M£,MB 

•lajeiMTo 


•Gain. 

The  total  loss  of  State  and  National  bantu  from  all  oauaes  from  180 
>|p  1896  aggregated  the  large  sums  of-  CapitAl,  ^,46({,534-,  t|« 
1^,555,249;  the  loss  behig  about  fifty  per  cent,  of  the  depoaita 
twenty  per  cent,  of  the  capital. 

The  total  gain  from  1896  to  1898  In  depoeJte  aggregated  916.216,1 
an  increase  of  folly  sixty  per  cent,  over  the  aggregate  deposita  of  ItM; 
but  the  capital  continued  to  go  down,  which  only  goes  to  show  thtt 
while  recover)'  in  deposits  is  always  possible,  capital  onoe  lost  te  irre- 
trievably gone.  Tiie  average  capital  for  National  banks  is  #100,000, 
while  that  of  State  banks  is  $2(),(K)0,  which  is  a  fair  iudication  of  ( 
banking  requirements  in  agricultural  oominunities  generally. 

SA^1Ifos  Baitxs. 

The  State  laws  of  Nebraska  Ixave  not  been  favorable  for  tlw  ( 
zation  and  uianagenient  of  Savings  banks.  There  is  do  special  1 
tion  of  them,  except  in  some  minor  regulations  in  the  Banking  Aei,  aoti 
they  oan  only  be  organized  under  the  general  law,  which  appUca  to  all 
corporations.  Their  statistics  are  itiuluded  with  other  Statv  baaka  io 
the  figures  already  given,  l^uite  a  number,  however,  of  ao-calM  Bar- 
ings banks  were  organized  during  the  flmih  times  after  1885,  aodaspMi- 
ally  in  Omaha,  but  the  record  is  a  sad  one. 

The  oldest,  and  by  far  the  largest  Savings  bank  in  the  StaW,  va>  Uw 
Omaha  Savings  Bank,  organized  in  1882.  It  was  booeiUy  and  ahiy 
managed  and  deserved  to  live,  bat  after  sustaining  A  tafffilfl  ntatalMl 
it  was  finally  compelled  to  close  its  doors  in  1697.  Th«  akUM||«iii«U  uf 
its  afTiurs  was  subsequently  returned  to  its  stoekhcddm  by  tb*  0tMi 
officials  and  it  is  still  in  process  of  Uquidation.  Brentoally  Its  1 
will  be  paid  in  full.  It  ought  never  to  have  been  dosed.  At  oo«  < 
its  deposits  aggregated  over  fl,.'>00,000,  all  strictly  Sarins  dvpnrits. : 

Altogether  there  were  eight  so-called  Savings  banks  In  Onulnial 
but  at  the  present  timo  only  one  ooutinaes  to  do  bosittMS,  Um 
Loan  and  Trust  Go's.  Savings  B«uk. 
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o  «1ividend8  of  any  eoniiiilerable  amount  have  been  paid  by  the 
iled  poui'.cms,  except  the  Oiuaba  Saving><  Hank,  already  referred  to. 
TlitMiisastrous  experience  of  baiikR  operatingunder  the  title  of  "8av- 
igs"  has  brought  blight  upon  the  name,  which  it  may  require  years  to 
move. 
There  were  also  four  shnilar  institutioDB  in  Lincoln,  bat  only  one  con- 
tinues. Fremont  and  South  Ouiaba  each  HtiU  Ust  two  Savings  banks, 
and  there  is  one  each  still  reported  In  Beatrice,  Fairbury  and  Schuyler. 
A  proper  law  regulating  the  practice  and  mauageaient  of  Savings 
banks  would  have  prevent«d  the  disastrous  results  noted  and  continued 
^^^e  system  for  the  beneficent  6er>ice  performed  by  them. 
^B  The  supposition  that  the  times  through  which  Nebraska  has  passed 
^^Kccoant  for  the  result  is  not  well  founded.  Such  times  always  disas- 
^Plrously  affect  commercial  banks,  but  Savings  banks  are  of  a  character 
'  which  should  bo  able  to  weather  such  storms.  The  difflcidty  with  them 
^^fajs  that  they  were  left  to  their  managers'  own  free  wills,  who,  as  a  rule, 
^Bpeaired  to  make  a  large  showing  of  profits,  only  possible  in  speculative 
^"Ventures,  which  inevitably  wrecked  the  sacred  interests  conuoitted  to 

their  care  and  keeping. 

I  It  has  been  evidenced  in  the  case  of  loan  companies  in  the  State, 

'       honestly  and  conservatively  conducted,  that  investments  in  real  estat«, 

even  under  the  unfavorable  circuiustances  aflfeoting  Nebraska  business 

in  the  past,  have  not  developed  losses,  although  the  liabilities  of  these 

compaoiee  greatly  exceeded  the  aggregate  of  the  deposits  of  the  Savings 

1       banks. 


Nkbkaska  Bankkrs'  Association. 


The  initiative  for  a  State  bankers'  association  was  taken  by  the  Ne- 
braska del^ates  to  the  convention  of  the  American  Bankers'  Associa- 
ion  in  Kansas  City  in  1889.  The  first  convention  was  held  January  22, 
and  waa  a  success  in  every  respect.  A  total  membership  was  re- 
"ported  of  231,  and  251  seats  were  occupied  at  the  banquet  given  by  the 
Omaha  Clearing- House  Association.  Subsequent  conventions  were  held 
in  1892  and  1894.  The  association  is  still  alive,  although  on  account  of 
the  pohtical  hostility  developed  towards  banks,  it  ha.s  been  deemed  wise 
to  call  no  further  conventions.  The  present  officers  are  now  consider- 
ing the  advisability  of  arranging  for  a  group  system,  patterned  after 
that  of  some  other  States,  and  it  is  believed  that  this  organization  will 
soon  be  in  operation.  The  bankers  of  northwest  Nebraska  have  already 
organized  upon  their  own  inception,  and  have  held  successful  meetings 
for  several  years  past. 

CURKKNCr   RKFORM   AOITATIOU. 

In  closing  this  review  of  banking  in  Nebraska,  one  feature  in  it^  ex- 
perience Ls  particularly  instructive  in  these  days  of  currency  reform  agi- 
tation. 

fit 
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It  will  b&ve  been  seen  that  the  issuance  oi  notes  to  circulate  a* 
Uiouey  secured  only  by  the  commercial  assets  of  the  issuing  bttxiku  wm 
not  a  healthy  experience,  neither  was  it  iu  the  end  beueficinl  to  either 
the  banks  who  issued  the  notes  or  their  victims,  the  general  public,  by 
whom  they  were  accepted  as  money  and  circoiated.  Loss  and  dlautiir 
came  to  both,  but  to  the  banks  complete  annihilation.  On  tbo  o(li» 
band,  the  bankers  who  indulged  in  no  such  practices,  but  depended  lot 
the  growth  of  their  business  upon  the  credit  accorded  them  iu  the  ftmn 
of  deposits,  not  only  were  favored  with  success  and  prosperity,  but  the 
business  thus  founded  has  continued  to  exist  to  the  present  ilatr.  ooi- 
withstandiug  the  great  vicissitudes  of  fortune  to  which  trade  and  com- 
merce have  been  exposed  during  the  past  forty  years. 

That  a  species  of  prosperity — a  condition  of  affairs  which  resembles 
prosperity — will  follow  the  growth  of  a  credit  currency  is  au  uudejiialiie 
fact.  This  is  evidenced  in  Nebraska  historj'.  The  second  GovitdotoJ 
the  Territory,  at  the  beginning  of  1857,  when  tliis  system  Imd  njacbed 
its  zenith  and  prevailed  in  all  its  glory,  had  this  to  say  in  hia  mewageto 
the  Legislature: 

"  Wc  can  boast  a  popnlatlon  of  more  than  15,000  tntenigent.  <>n1*^r  am!  ««- 
getto  cUiM'tiA.  who  may  challenge  oomparifloa  with  those  Iff  uii>   -  i<ia: 

of  fioarishin^  towns  and  prosperous  cities,  with  their  haDiItuini'  aafl 

regulated  schools  and  buoy  strM-ts.  •  »  •  Tht;  apprvclntiou  ol  j^-murt)  lia»  (af 
exceeded  the  expectation  o(  the  most  sangaiao,  Buiiinuwi  lots  up<m  ^tr^-i*  often  tftc 
wild  grass  sttU  floorishes  arc  readily  commanding  from  f-^OU  to  ^      •  •  id- 

Jacent  to  onr  moot  prosperons  towns  s^ll  readily  at  front  fnn  !< ■  >  :  rtiet 

\s  almost  unknown  In  our  business  cin-lwi :  no  eitlzoo  oppr«s5»t-.l  lut  di  l.t  n«  cSyfM 
In  bis  enerfdea  by  th«  hand  of  peonry  atid  wont ;  but  all,  rncniinurr'd  >•}  ('>*  M<k<«m<< 
the  past,  look  forward  to  the  future  with  eager  hopee  and  brtfcht  aDticlpatlooi." 

What  a  picttire  of  happiness  and  prosperity  I  Vet  only  two  ymn 
were  t<}  p^iss  when  another  Qovernor  in  his  lucKiiage  to  tlio  I-tiililMtwrr 
then  assembled  liud  these  raelanclioly  words  to  utter — unfortanatolrlM 
well  founded — of  the  conditions  prevailing  iu  the  same  cuntmuiUtiM: 

"  It  la  a  matter  of  bitter  expfrle>Di'o  tliat  the  people  of  tbla  TcrrHaty  hM.t*  Im 
XaaAv  to  pass  throu^ch  the  di-luiiir<*  dnj's  of  lii^h  tlmca  »nd  p^iHV  ^irieei,  awl  tki  O)^  i 
sequent  gloomy  night  of  low  times  and  no  prlc«s." 

In  a  mnr^'elcusly  brief  period  all  the  proeperity  plcttired  In  tb»  IM 
message  vanished  as  by  magic.  Everyone,  witti  few  esoeptioBs,  vw 
not  only  crippled  with  debts,  but  succumbed  to  tiicni  lit  despair  and 
mode  no  effort  to  pay.  The  lots  commanding  from  #yK)  to  (S.UUC  Md> 
upoti  streeta  "where  the  wild  grass  flourished,"  wonld  not  mII  lii  rmi 
money  for  much  more  thuii  the  value  of  the  wild  gram  growli^  HIMO 
them.,  and  many  years  were  to  come  and  go  In'fore  lands  nev  tlw  ■»- 
tropulm  of  the  Territory  reachetl  a  pri(>e  as  high  a«  flO  per  men.  Th 
conclusion  must  be  reached  that  the  old  adage  ia  vttriBed  in  ewnwy 
banking  as  in  other  ways  of  getting  rich  qtUokly — "  what  eooic*  mtl$ 
will  go  eaxy."    Such  notes  are  accepted  as  inottey  In  vxofaai^e  Ami- 
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Id  property,  not  from  a  confidence  in  itB  goodne.ss  based  upon  the 
Bneral  reputation  of  or  personal  acquaintance  with  their  sponsors — a 
confldenoe  which  distingruishes  depc>sit  banking — but  upon  the  credu- 
^lous  faith  which  accepts  the  similitude  of  a  good  tiling  for  the  thing 
^■teelf,  and  the  deception  is  not  removed  until  something  oocors  to  ex- 
^Kose  the  flimsy  shaiu. 

^H  ' '  Notes  secured  by  commercial  assets  "  sounds  well,  but  experience 
^lia*  shown,  not  only  in  Jfebranka,  hut  in  other  States,  that  such  security 
for  banti  notes  is  often  a  very  intangible  form  of  collateral. 

National  Banks. 
Figures  are  In  thousandi  of  dollars. 
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KANSAS. 

This  State  wan  the  theatre  of  a  bloody  conflict  between  the  slavery 
ftnd  anti-slavery  factions  preceding  its  admission  to  the  Union,  which 
eurred  in  1861,  the  same  year  in  wliich  the  Civil  War  began.  By  the 
ic  law  of  the  State,  the  organization  of  banks  was  prohibited 
except  under  a  general  law.  Some  of  the  regulations  affecting  banks 
were  that  no  notes  of  a  less  denomination  than  ijIS  were  to  be  issued, 
public  stocks  must  be  deposited  as  security,  and  the  offices  for  the  issue 
and  redemption  of  the  notes  must  be  at  convenient  places  in  the  State, 
the  place  to  be  designated  on  the  notes.  The  State  was  prohibited 
from  owning  stock  in  any  bank.  As  in  many  other  States,  the  people 
mast  vote  on  any  banking  law  before  it  became  effective. 

Soon  after  tlie  adiui.ssion  of  Kansas  into  the  Union,  the  circulating 
^otes  of  State  banks  were  taxed  out  of  existence  by  the  Federal  tfovern- 
lent,  and  the  history  of  banking,  therefore,  relates  only  to  banks  of 
Bpofdt  and  discount.  Since  the  recent  revision  of  the  banking  law 
Here  has  been  a  great  Improvement  in  the  banks  of  the  St^te.  It 
llould  be  reinenibered.  however,  in  considering  the  bank  ftdlures  prior 
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to  thla  time,  that  mnny  of  tbem  were  doe  to  nwriikirinn  nrth^  1 
an  inherent  weakneia  in  the  bankinK  Mjwusm  itnll  In  the  Tears  I 
diat«ly  precedbig  1890,  a  wave  of  nprmiatinn  nrept  orer  tfaa  in 
bnif  of  t  he  t^tate,  aud  prices  of  real  estate  veie  faillatwi  to  i 
extent.  Money  -waa  loaned  on  farm  and  extj  twmieitj  in 
iu  «x(^eM8  of  the  acttuU  value,  and  when  the  eoDapee  eaa 
luul  procured  the  loana  were  denoonoed  for  their  dapliatj.  Bol  h 
inoKt  cnreN  the  a^nts  of  the  loan  eompaBiai,  anxkxts  to  iiiBnn  kigi 
ooiuinlHtiionH,  were  tbemeelvett  the  chief  oOendea  fai  plaainB  tttUtm 
valuulioiiH  on  the  property  mortgaged  to  Eastern  Baaey-leodBa.  IW 
Rtt«'iiipt  to  convert  the  western  third  of  the  State  bom  a  gmtiaglaloiB 
agricultural  e4juutr}r  wan  responsible  for  mnch  of  this  Icaa^  Ffoa  thi 
Ifliwinri  River  to  the  Colorado  bonndarj  the  roantrj  rlaoe  to  an  i 
tion  of  3,  £00  feet,  and  the  climate  is  mnch  dirersilled.  WbBat 
eaotern  half  of  the  State  is  perhaps  unequalled  in  aciieahiinl 
ductiveneiw,  the  conditions  in  the  western  part  are  lesi  favwaUtv  J 
in  a  great  portion  of  this  region  fornaing  is  impowtble  eXMptioj 
vaHeys  wliere  it  is  feasible  to  irrigate  tlie  land.  IfotiritlHlaDdfaf  I 
many  thousands  of  adventurous  people  had  poshed  oat  oo  to  tlie  I 
tiers  of  the  State,  the  population  grew  astonisliingly,  towns  miilti| 
and  all  Idnds  of  business  seemed  to  be  thriving.  QrmdoaDT,  tlw  i 
lation,  wliich  was  founded  upon  an  nnsnbetantial  haaii,  iiili^kiiT.  bmi- 
nesB  declined,  mortgagee  began  to  be  foreclcard  and  tovm  and  1 
were  deserted.  Naturally  the  banks  did  not  eraape  tiw  genaBl  ( 
t«>r,  and  when  the  1893  panic  came  the  mortaUty  among  them  ' 
though  M»ne  of  the  older-settled  States  fared  eqoxdly  as  bad.  On  Stf- 
teuitier  1,  1892,  there  were  447  State  and  private  banks,  and  oo  Jaly 
14,  1898,  there  were  864.  This  reduction  iu  the  number  of  banks  wis 
not,  however,  due  altogether  to  failures  but  to  a  more  atringmi  lav  Mid 
a  vigorotu  enforcement  of  it. 

Thb  Bkinasa  Law  op  1891. 

Prior  to  the  passage  of  the  law  of  1891  there  bad  been  no  ateafii 
the  part  of  the  State  to  regulate  the  business  of  banking,  and  aa aeon- 
sequence  many  institutions  that  were  organized  aa  real  ectete  loan  eas' 
panics  and  many  individuals  and  ^nna  were  engaged  in  reeriTtttgdipo* 
its  whose  principal  business  was  entirely  fnreigti  to  legitiinate 
Many  of  these  banks  and  bankem  had  their  entire  capital  and  • 
part  of  their  deposits  invested  in  unproductive  and  aRaaJal)le  i 
and  securities.  It  was,  therefore,  found  diflloult  to  eoforoe  the  k* 
without  exercising  considerable  discrimination. 

Phaudulrstt  Loaj)  COVTAXOM. 

In  hia  report  of  Septemlier  1,  1894,  the  8tat«  Bank  f^ooHBlirinMr 
stated  that  during  the  fifteen  yearn  preceding  hundreds  off  eompiii* 
hx.i   i<....i,  <>rganize«l  in  the  State  for  tha  pt.>prt—  .if  i«»wi«y  ».-.y  a» 
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negotiating  loans  on  real  estate  security.  This  basiness  proved  verjr 
profitable  so  long  as  conducted  on  sound  principles,  but  unfortunatelf 
these  profits  attracted  the  attention  of  financial  adventurers,  and  many 
companies  were  organized  apparently  "  for  the  sole  purpose  of  robbing 
their  customers  at  both  ends  of  the  line."  Companies  with  an  alleged 
capital  of  |25,000,  ^0,000,  orftlOO.OOO,  with  probably  not  more  than 
ten  per  cent,  paid  up,  did  not  hesitate  to  guarantee  the  payment,  both 
principal  and  interest,  of  loans,  amounting  to  millioos  of  dollars, 
which  were  often  disposed  of  through  gross  misrepresentations  as  to  the 
value  of  the  securities  and  the  standing  of  the  couiimnies.  Thousands 
of  dollars  were  collected  from  borrowers  and  never  remitted  to  the 
eastern  holders  of  the  loans.  One  company  alone  collected  and  failed 
to  remit  over  1375,000.  It  is  probable  tliat  much  of  the  discredit  which 
attached  to  Kansas  real  estate  loans  at  this  time  was  due  to  the  culpa- 
bility of  the  agents  of  the  mortgage  companies  in  making  loans  on  prop- 
erty which  they  knew  was  unproductive  and  greatly  overvalued. 

New  BAMKina  Law  Adoftbd. 

In  his  third  biennial  report  the  Bank  Commissioner  called  attention 
to  the  changes  in  the  banking  law,  which  he  liad  previously  recom- 
mended, but  which  had  failed  of  adoption.  He  considered  the  defects 
in  the  law  so  numerous  that  he  prepared  the  draft  of  an  entirely  new 
law.  This  was  substantially  enacted  as  the  banking  law  of  the  State 
en,  Stat.  1897,  Vol.  1,  p.  187). 

Provisions  of  the  Existiwo  Bankino  Law. 

Reference  has  been  made  to  the  provisions  of  the  constitution  relat- 
ing to  banking.  No  bank  could  be  established  except  under  a  general 
banking  law ;  the  State  was  prohibited  from  holding  stock  in  a  bank, 
and  no  banking  law  was  to  take  effect  until  submitted  to  a  vote  of  the 
electors  of  the  State  and  approved  by  a  majority  of  all  the  votes  cast 
at  such  election.  The  Supreme  Court  has  decided  (Pape  vs.  Capitol 
Bank,  120  Kan.  440)  that  these  provisions  refer  exclusively  to  banks  of 
cinrulation,  and  that  a  law  relating  to  banks  other  than  banks  of  cir- 
culation need  not  be  submitted  to  a  vote  of  the  people. 

Section  one  of  the  new  law  provided  for  the  appointment  of  a  Bank 
Commissioner,  to  hold  office  for  four  years. 

Any  five  or  more  persons  may  organize  themselves  into  a  banking 
srporation  to  carry  on  the  business  usually  transacted  by  banks),  in- 
cluding the  making  of  loans  on  real  estate.  The  amount  invested  in 
JH^>anking  bouae,  furniture  and  fixtures  is  not  to  exceed  one-third  the 
^BftpttiU  of  the  bank.  The  name  of  such  banking  corporation  shall  in- 
^■liide  the  word  "State,"  and  the  capital  stock  must  not  be  less  than 
^BB-<^**^<  ttll  of  which  must  be  subscribed  before  the  charter  is  filed.  No 
business,  except  that  incidental  to  its  organization,  is  to  be  transacted 
intil  authority  is  received  froju  the  Bank  Comiuissioner.     Any  indlvid- 


«s» 


HI8T0RT  OF  BAyKHTQ. 


1  reeetTinr  Boney  on  depoah  aball  b«  UBnwbtr 
I  of  tlwa^  Section  terea  cnakn  bank  oOoen  BaU» 
Baaka  ace  prohiliJCed  fran  giTias  preCerenee  tomf 
■  fir  creditor  br  ple4gjng  the  aavta  of  the  bank  a«  ooDatanl. 
haakaiar  botrow  tDOoeyfar  tenponuy  porposes,  DoCto  nend 
I*  ifty  per  eent.  of  Us  paid-op  capital,  aod  may  pledge 
mk  not  oneedfa^  twntjr  per  coit.  m  exoeaa  of  the  i 
1  aemuitj  therefor.  Banks  may,  howerer, 
aad  ri'dianownt  diefe  nctgotiUbfe  notea.  It  is  declared  to  b«  onlawftal 
tar  mnj  baiA  to  iaoe  hs  eertifealei  of  depoat  for  the  porpoK  of  bar 
loali^g.  otooey,  hot  aocne  bonk*  do  not  oboai'oe  tbe  law. 

Thm  total  tiiiieliitaiits  of  any  bank,  other  than  Sarings  baaka,  ■hiB 
not  taeeed  floor  tkaea  ha  paM-b  capital  and  sofphu,  bat  United  "*■!» 
bondi  aie  not  to  be  euuiitod  as  a  part  of  aaeh  fanrestnenfea.  Any  I 
vidaal  or  firai  doinn  boJiwi  as  a  pritale  bank  most  designate  a  i 
far  saeh  bank,  and  in  its  pobfished  atatemrats  aod  etatioaery  laaft  vm 
the  words  " private  bank."  All  property  owo«d  by  socb  baok  shall  b» 
held  in  the  name  of  tbe  bank,  and  is  to  be  exctnpt  from  attaefanisnt  or 
aoBBSatfon  antfl  the  debts  of  the  bank  are  paid. 

Capital  sCoek  is  to  be  paid  hi  cash,  and  ahareholders  ate  addltkndly 
Bafais  far  a  sob  eqoal  to  the  par  Taloe  of  their  shares.  Boaids  nf 
diwietors  are  required  to  hold  not  less  than  foor  meetings  in  each  yssr, 
and  at  vneh  meetings  tbey  must  make  a  thorough  ■»T*minft{r«i  of  tlie 
bank,  patting  the  rosolts  of  tb«tr  eiamhiation  npoo  record  aod  traa*- 
mitting  a  eapj  thereof  to  tbe  Bank  ConunisaloiMr. 

Banks  located  in  dties  or  towns  baring  lees  than  A.OOO 
■ast  hare  on  hand  in  available  funds  an  amount  equal  to  twenty  j 
eent  of  their  entire  deposits ;  and  banks  in  cities  of  ortr  5,000  popols- 
tkn.  twenty-fire  per  cent.,  ooe-balf  of  which  may  consist  fif  ImIbimii 
due  frooi  good  and  solrent  banks  located  at  commercial  centers  ai»d  at 
snch  other  potnts  as  the  Bank  Commissioner  may  approve.  Banks  that 
are  aiade  the  dqwrftoriee  for  the  reserve  of  other  banks  most  have  M 
band,  fai  the  manner  above  described,  twentv-flve  per  cent  of  tM^ 
dspoatta.    Cash  items  are  not  to  be  counted  as  part  of  tbe  lesMVta 

Loans  to  any  one  pervon  or  firm  (except  TJi—r-mf  rf  Irilla  nf  awihainn, 
or  of  eomnereial  paper  actually  owned )  are  limited  to  fifteen  per  eant 
of  paid-in  capital  and  surplus.  Before  tbe  dedaratioo  of  any  dhl* 
ilaad,  one-tenth  of  the  net  profitA  luust  be  carried  to  the  sorplos,  ontfl 
ihm  latter  equals  fifty  per  cent,  of  the  capital;  whtii  any  liaac 
ttiade  up  from  the  surplus  fund,  one-half  of  the  net  camli^s 
llkeraafler  be  devoted  to  making  up  tbe  inipaiment  of  tbe  suipbia 

All  banks  are  required,  under  penalty,  to  make  aod  publisb  quarterly 
slaleiiMots  ol  oonditioa,  and  an  examination  of  eaoh  baok  uust  bt 
HMmI*  aaunally  or  oftener.  If  found  insolvent  the  Bank 
to  authttrtmd  to  take  ehazge  and  take  proimwBuga  for  tbe  i 
K\i  a  Kvc^Ivrr. 
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Savings  banks  may  be  authorized  with  a  capital  of  not  less  than 
$50,000  nor  more  than  $500,000. 

By  Section  seventy-six  of  the  law  the  provisions  of  the  act  are  also 
made  applicable  to  private  bankers. 

State  Banka. 


BX80UBCK8. 

IjouisaadcUgcoaiita 

I/ouis  OD  real  estate 

Orerdnkfta 

Beal  eatate 

Famltnre  and  flxtores 

Expense  account 

United  States  bonds  on  band 

Otber  bonds  and  stocks 

Checks  and  other  cash  items 

Clearing-hoase  items 

Cnrrenoy 

Gold  coin 

Sliver  coin 

Fractional  coirenoy 

Dne  from  other  banks,  sight  ezcb'ge. 
Other reaooroes 


rrotal. 


tiiABiunxs. 

Capital  stock  paid  in 

Sorplns  fnndonhand 

Undivided  profits 

Interest 

Exchange ~ 

DlTldenda  declared 

Indiridnal  deposits 

Banks  and  bankers'  deposits. 

Demand  certiflcates 

Time  certiflcates 

Bills  redlscoonted 

Bills  payable 

other  UablUtiea 


189». 


tU.061,302 

1,108,054 

414,279 

1,684,178 

344,643 

250,999 

666,270 

163,963 

33,749 

1,240,089 

813,419 

169,674 

8,728 

3,788,733 


$34,431,081 

$8,180,588 

733,896 

361,649 

364,833 

36,786 

3,958 

9,860,364 

148,361 

1,613,995 

3,635,013 

183,822 

548,931 


Otatal $24,431,081      $20,790,663      $20,280,246      $31,010,877 


lS9i. 


$12,477,047 

1,086,312 

266,601 

1,503,006 

331,108 

194,099 

629,647 

107,368 

33,216 

1,125,867 

676,339 

186,468 

12,028 

2,262,664 


isae. 


$13,169,111 

997,968 

226,945 

1,649,641 

363,891 

177,336 

46,147 

300,043 

80,336 

48,166 

818,326 

648,103 

•162,966 

2.694.177 
104,313 


1898. 


$16,477,473 

1,071,033 
216,237 

1,243,727 
230,410 
196.833 
369,717 
243.684 
68,666 
106,613 

1,370,221 
994,609 

•827,566 

8,087,106 
76,738 


$20,790,662 

$7,449,466 

767,793 

384,249 

223,223 

19,680 

19,410 

7,771,681 

166,739 

1,077,181 

1,983,902 

135,781 

801,654 


$20,280,245 

$6,550,870 

669,410 

308,151 

240.620 

22.572 

8,146 

8,739,317 

120,088 

956,714 

1,886.124 

767,897 

12.330 


$31,010,377 

$6,612,976 
882,050 
728,470 


39,18^ 

17,837.958 

415,688 

1.290,433 

3.841.876 

128,671 

146,744 

192,326 


•  Inclading  fractional  currenor. 
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NdHondl  Bemka. 
Viguzes  are  In  thouaMids  of  d(dl«n. 


TEAM. 

^1 

Loam 
onddi$. 

U.  B. 
frond*. 

Cttih 
ondeaih 

WCIM. 

Capttal. 

atfptM. 

OtMli. 

wUUd 
pntftta. 

Out- 
HamMM 
etntiU. 

KOM. 

vUlMi 

1864.... 
1869.... 
1874.... 
1879.... 
1884.... 
1889.... 
1894.... 
1899.... 

1 

6 
34 
19 
69 
161 
126 
98 

8113 

476 

2,838 

1,662 

8,698 

24.180 

18,614 

22,312 

•86 

818 
1,967 
1,244 
1.843 
8,870 
8,026 
2.768 

«8S 

270 
683 
667 
3,388 
2,238 
2.279 
2.487 

8100 

400 

1,730 

888 

8,846 

18.182 

10.427 

8.092 

883 

286 

186 

481 

1.879 

1,409 

1.402 

811 
46 
113 
80 
4«l 
967 
666 
938 

880 
888 

1,861 
675 
1.99? 
3.896 
3,416 
3,077 

Wit 

mn 

2416 

S,U8 

8.S81 

183S8 

17.640 

»t,80« 

COMPABATIYE  PBOGBRSS  OP  NATIONAI.  AKD  OTHJBS  BAITKS. 

In  hi8  Fourth  Biennial  Report  tlie  Coinmiamoner  pnblialied  a  list  of 
fifteen  private  banks  and  twenty-one  State  banks  having  an  nnimpaized 
surplus  equal  to  or  greater  than  fifty  per  cent,  of  their  capital  It  v^ 
pears  that  under  the  stringent  State  law  now  in  operation  the  State  and 
private  banks  are  holding  their  ground  in  competition  with  the  Naticxial 
institutions.  The  number  of  National  banks  has  fluctuated  greatly 
within  short  periods,  rising  from  thirty-six  in  1883  to  161  in  1889,  and 
faUing  to  ninety-eight  in  1899.  The  number  of  State  imd  private  banks 
in  operation  in  September,  1892,  was  447;  in  October,  1893,  420;  July, 
1894,  410;  July,  1898,  364.  Thus  from  1892  to  1898  there  was  a  loss  of 
eighty-three  State  and  private  banks,  or  about  18>^  i>er  cent,  of  the 
number  in  operation  in  1892.  The  number  of  National  banks  fell  from 
142  in  1892  to  ninety-eight  in  1899,  a  loss  of  forty-four  banks,  or  neariy 
thirty-one  per  cent,  of  those  doing  business  in  1892.  The  number  of  pri- 
vate banks  appears  to  have  declined  from  162  in  1892  to  136  in  1894,  while 
for  the  same  time  the  State  banks  declined  from  285  to  274.  These  fig- 
ures would  seem  to  indicate  a  still  more  favorable  showing  for  the  State 
institutions  so  far  as  regards  numbers,  though  the  National  banks  hold 
about  the  same  amount  of  deposits  as  the  State  and  private  banks. 

The  Bank  Commissioner,  in  his  Fourth  Biennial  Report,  recom- 
mended the  creation  of  a  guaranty  fund  to  insure  deposits  in  banks. 
This  he  proposed  to  do,  not  by  a  tax,  but  by  requiring  the  banks  to  keep 
one-fourth  of  their  legal  reserve  (five  per  cent,  of  their  deposits)  on  de- 
posit with  the  State  Treasurer,  who  was  in  turn  to  deposit  the  f«nd  in 
the  banks,  secured  by  the  bond  of  a  surety  company.  Though  thi» 
plan  seemed  less  objectionable  than  most  schemes  proposed  for  the  in- 
surance of  depositors  in  banks,  it  failed  to  obtain  legislative  approval 
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A  history  of  the  banks  operating  under  the  State  laws  of  Montana  is 
necessarily  brief,  the  State  havinjf  been  admitted  into  the  Union  in 
1889.  There  are  stringent  laws  regulating  the  banking  business,  pro- 
vision being  made  for  the  organization  of  trust  companies,  State  banks 
and  Savings  banks.  Trust  companies  are  authorized  to  perform  the 
functions  usual  to  such  corporations;  but  few  have  been  organized  up 
to  the  present  time.  The  minimum  capital  is  $100,000.  State  banks 
may  be  organized  with  a  capital  of  not  less  than  $20,000,  wtiich  must  be 
paid  up  in  cash.  No  bu.sinesscan  be  transacted  until  authorized  by  the 
State  Auditor.  All  banks  are  subject  to  official  State  inspection  at  least 
once  a  year,  and  State  banks  must  make  and  publish  statements  of 
condition  semi-annually;  other  classes  of  banks  report  four  times  a 
year  to  the  State  Auditor.  The  double  liabUity  of  shareholders  pre- 
vails, and  this  liabihty  continues  for  six  months  after  the  sale  or  trans- 
fer of  any  stock. 

Total  liability  to  any  bank  is  restricted  to  fifteen  per  cent,  of  paid-in 
capital  and  permanent  surplus.  State  banks  mast  keep  a  reserve  of  not 
less  tlian  twenty  per  cent,  of  immediate  liabilities,  one-half  of  which 
may  be  on  deposit  with  other  solvent  banks.  Taxation  is  imposed  on 
StAte  banks  and  trust  companies  in  the  same  manner  as  National  banks 
are  taxed. 

Savings  banks  may  be  incorporated  by  any  number  of  persons  not 
leas  than  three,  the  paid-in  capital  being  not  less  than  $100,000.     One- 
half  the  capital  and  one-half  the  deposits  must  be  invested  in  bonds  or 
other  securities  of  the  United  States,  or  any  of  the  States  or  Territories, 
or  county  or  city,  town  or  school  district  of  the  State  of  Montana,  on 
which  interest  is  regularly  paid,  or  loaned  on  uDiDcnmbered  real  estate 
worth  at  least  double  the  amount  to  be  secured.     There  are  also  limita- 
tions of  the  loems  made  on  personal  security.     The  banks  must  annu- 
ally set  aaide  five  per  cent,  of  net  profits  until  the  surplus  amounts  to 
twenty  percent,  of  the  capital.     Stockholders  elect  the  directors,  who 
in  turn  elect  the  managing  officers.     Every  director  must  own  at  least 
Lten  shares  of  stock.     Profits  go  to  the  shareholders  after  paying  inter- 
leflton  deposits  as  provided  ui  the  by-laws.     Officers  and  directors  are 
[prohibited  from  borrowing  from  the  bank  or  usuig  any  of  its  funds. 
The  average  capital  of  the  banks  is  higher  than  that  which  gener- 
ly  prevails;  only  seven  of  the  National  banks  report  the  minimum 
'  capital  of  such  institutions — $50,000 — the  capital  of  the  others  ranging 
from  $75,000  to  $250,000.     Most  of  the  State  banks  also  have  a  much 
tlai^ger  capit.al  than  the  lowest  amount  fixed  by  the  law.     There  are  sev- 
reral  private  banking  tlnus  of  established  reputation  and  great  wealth. 

It  appears  that  the  law  has  been  carefully  enforced,  and  the  banks 
operating  under  it  have  established  a  record  for  solvency  that  will  com- 
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pare  most  favorably  with  the  history  of  similar  institntions  in  aoy  of 
the  other  States. 

The  following  statistics  in  regard  to  State  banks  in  Montana  are 
from  the  reports  of  the  Bureau  of  Statistics  of  the  United  States  Treas- 
ury Department: 

State  Banks. 


YUBS. 

^5 
^1 

1884 

3 
2 
2 

8 

4 
7 

1888 

1890. 

1892 

1895 

1897 

Loanttrnd 
dUeomUt. 

$191,602 
286,786 
858,411 

1.586,037 
738,706 
914,949 


8p«et«. 


CapUal 
Hoek. 


$76,000 
160.000 
140.000 
607,000 
380,000 
406,000 


drvuIoHow.  I    DtfMltl. 


»179JM 
83a67S 
S00i3U 

1,4S3,8M 
689,794 
979,018 


The  Comptroller  of  the  Currency,  in  his  report  for  1899,  puUisheB 
a  tabulation  of  statements  from  fourteen  Montana  State  banks  on  June 
30,  1899.  Their  loans  and  discounts  were  $3,206,701 ;  capital,  #771,000; 
deposits,  13,460,173. 

National  Banks. 
FlgxiTes  are  ia  thousands  of  doUara. 


YBAR8. 

^5 
^1 

Zoant 
and  dis- 
eountt. 

U.  S. 
bonds. 

1867.... 

1 

$75 

$60 

1873.... 

6 

612 

316 

1878.... 

3 

868 

230 

1883.... 

10 

4,730 

718 

1888.... 

17 

8,777 

691 

1893.... 

22 

8,487 

676 

1899.... 

21 

7,924 

933 

Cath 

and  eath 

itemt. 


336 

181 

639 

1.629 

1.411 

1,573 


Capital. 

Swrplut. 

Undi. 
vided 
prtiflU. 

Out. 

standing 

eireula- 

tion. 

$100 

$20 

$36 

360 

$47 

101 

217 

200 

76 

108 

no 

1,210 

170 

429 

399 

1,950 

606 

1.271 

421 

2,775 

376 

1,641 

617 

2.306 

381 

742 

680 

/Mi- 
vidual 
depoitti. 

$19 

eao 

747 
4.680 

9,068 

6.958 

12.680 


WTOMTNG. 

This  State  was  admitted  into  the  Union  in  1890,  and  while  the  de- 
tails of  its  banking  history  are  meager,  it  will  be  seen  from  the  accom- 
panying statistics  that  the  State  banks  have  increased  their  capital  and 
deposits  at  a  rate  indicating  a  rapid  growth  in  the  business  interests  of 
the  State.  Although  the  resources  of  the  private  banks  are  greater 
than  those  of  tlie  State  institutions,  the  latter  are  making  a  gain  that 
apparently,  will  soon  place  them  at  the  front. 
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RRqrmBMBNTs  of  thk  BANKiNe  Law. 

The  Wyoming  banking  law  provides  for  the  organization  of  State 
ikfl.  State  Savings  bank.s,  and  loan  and  trust  companies.  There  niuat 
be  not  less  than  five  incorporatorR,  and  as  a  preliminary  tocomiuencing 
boidness  a  certiflcute  must  be  filed  with  the  State  Examiner  stating  that 
the  stock  has  been  subseribed  and  tliat  at  least  flfty  per  cent,  has 
in  paid  in.  The  remainder  of  the  capital  muvt  be  paid  in  within  six 
months.  Real  estate  holdings,  including  furniture  and  fixtures,  are 
limited  at  the  commencement  of  business  to  twenty-five  per  cent, 
of  the  capital  stock,  and  the  commercial  paper  to  thirty-five  per 
cent.  Shareholders  are  additionally  liable  to  the  amount  of  their 
shares.  Reports  must  be  made  to  the  State  Examiner  when  called 
for  by  him,  and  published  when  made,  and  all  banks  must  be  examined 
by  him  as  often  as  once  a  year.  The  amount  which  a  bank  may  loan 
to  one  person  or  firm  is  limited  to  one-tenth  of  the  capital.  Although 
there  is  no  fixed  reserve  required  by  law,  the  State  Examiner  requires 
that  there  shall  be  a  reserve  of  at  least  twenty -five  percent,  in  cash  and 
available  exchange. 

The  State  is  not  int«rested  as  a  shareholder  in  any  of  the  banks ; 
branches  are  not  allowed,  nor  is  circulation  permitted.  When  a  bank 
becomes  insolvent  the  State  Examiner  takes  poesession  pending  the  ap- 
pointment of  a  Receiver. 

Savings  banks  must  pay  depositors  not  less  than  four  per  cent,  per 
annum  before  any  expense,  or  salary  or  profit  may  be  paid  or  accrue  to 
the  bank.  They  may  invest  in  United  States  bonds,  or  in  bonds  issued 
within  the  State,  or  may  loan  upon  notes  or  bonds  secured  by  umncum- 
bered  real  estate  or  chattels  worth  at  least  double  the  amount  of  the 
A  reserve  fund  of  at  least  ten  per  cent,  is  required.  Officers  are 
|>rohibited  from  borrowing,  and  in  the  event  of  insolvency,  depositors, 
are  made  preferred  creditors. 

Btate  Banks. 

RiaouROS.                          D*c.  U.  Un.  JMe.  1, 1898.  Xiee.  t.  tSM. 

IrfMUMMKldlsooonta flSO.ilT  •336.B17  tMS.SSl 

OvaMrafta 7,523  7.611  18,263 

Stocks.  •ecaiiUiia.jDdsnicots,  etc 14.M2  17,018  IS.USg 

Banking  lioa»e 6.813  8,000  11.700 

^jrnnillar»!»i)«l  Hxinre* 8.380  $.399  4.847 

r  rMl  MUte,  iiiortKM«*.  «t« 1.773  1.008  1,218 

eDKM  and  t4>xt»  paid 4,02&  3.S30  7,178 

Due  Irom  banks  KDilliviken laS.SAO  105.34'!  379,376 

Cbcivk*  anil  caoh  it«ma Vi'2  8,908  3.700 

Spene,   legiU-ti^Qdor,    NaUonal   bank    note*. 

Dteketo  anil  ponaiea 19,908  24,439  45,840 

AMgnK»U» •870,374  •lOO.OeV  («35.7n4 
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state  Banks— CaatixmsA. 

LLunuma. 

Capital 973,000 

Sorpliu 38,000 

.TJndlvided  proflts 30.068 

Deponts _ 349,611 

Doe  bank*  andbanken 


•BS.00O  «ias.ooo 

16,743  18;865 

14.898  88»524 

386,936  706,038 

9,388 


Afgregatea CS70.274         8400,063 


Private  Banks. 

BtOOUBCU.  Dt.  U,  1887. 

Loan*  and  dUoonnta 8884.947 

OTerdratte 88,344 

Stocks,  aecnilttos,  wananta,  «to 38,630 

Banking  house 18.768 

Famltnreandflxtores 8.634 

Other  property.  mort)(ages,  ete 13,308 

Expenses  and  taxes  paid 9,810 

Snetrom  banks  and  bankera 310,029 

Checksandcash  Items..  1386 

Specie,  legal-tender,  National  bank  notes, 

nickels  and  pennies 66,882 


•986,701 


Aggregates $969,448 

LUBiu-ms. 

Capital 8178,516 

Surplus 1,000 

UndlTlded  profits 18,741 

IndlTldnal  depoelU 769,316 

Due  banks  and  bankers 4,754 

Rediscounts 3,319 


Aggregates $969,448 

Nathnai  Banks. 
Figures  are  in  thousands  of  dollars. 


Me.  1,  use. 

iXsa  8,108. 

ttwjns 

•803304 

45.736 

65.116 

24.516 

84386 

20.413 

18,898 

10.0M7 

6,7U 

1.160 

4.879 

10.987 

16^881 

264.790 

818,935 

6.719 

8388 

69.030 

70348 

81.189.486 

•1.418,901 

•178.516 

•186,016 

3,960 

13,000 

16.808 

41.10S 

984.691 

1,160,471 

518 

9.310 

10.000 

10,000 

•1,1S9.4M6 

•1,418,901 

YKAKS 

Loant 
and  dit- 
eomtti. 

u.  a. 

bond*. 

Cath 

and  ca»h 

item*. 

Capital. 

AtrpiiM. 

XMdi- 

vided 

pnfitt. 

Omt. 
ttandina 
!  tinula- 

(ton. 

•27 

ruiMt 

1871... 

1 
1 

•77 

•30 

•15 

•75 
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COLORADO. 


T  egitiinate  banking  in  Colorado  began  after  the  adoption  by  Con- 
I  of  the  Legal  Tender  Act  of  February  25,  1862.  In  the  uieautime, 
lie  principal  circulating  medium  was  gold  dust,  carried  in  KUiall  buck- 
skin sacks,  and  as  the  smallest  price  of  anything  was  twenty-flve  cents, 
a  good  deal  of  waste  occurred  in  luaklng  change.  The  first  National 
Treasury  notes  began  to  make  their  appearauce  among  the  miners  and 
merchants  in  1863.  Some  of  the  more  opulent  immigrants  brought  a 
few  dollars  in  gold  and  tulver  from  the  St^ites,  wliich  soon  found  their 
way  back  again.  The  greater  part  of  the  gold  dust  was  impure;  much 
of  that  taken  from  the  stamp  or  crushing  mills  being  debased  by  the 
crudeness  of  the  "retorting"  process  employed,  the  product  carrying 
more  or  less  quicksilver  and  copper,  with  iron  in  the  form  of  black  sand. 

No  merchantable  silver  was  produced  until  1865,  and  but  little  until 
after  the  establishment  of  the  Boston  and  Colorado  Smelting  Works  by 
ex-United  States  Senator  N.  P,  Hill  in  1867-8.  Asa  primitive  substi- 
tute for  legitimate  banking,  there  were  many  brokers  in  gold  dust,  gen- 
erally agenta  of  bankers  in  towns  along  the  Missouri  River,  as  St. 
Joseph,  Atchison,  Omaha  and  Leavenworth,  who  bought  from  the 
miners  at  variou.'?  prices,  ranging  between  twelve  and  sixteen  dollars  an 
ounce,  according  to  fineness.  The  express  charge  on  gold  from  the 
mines  to  the  Missouri  River  in  early  times  was  five  per  cent,  of  its  value; 
therefore,  to  avoid  this  heavy  exaction,  many  shipped  by  ea.st-bound 
ooach  passengers,  trusted  friends  of  the  brokers,  upon  such  agreements 
ai  conld  be  made  with  them  in  the  way  of  compensation  and  insurance. 

Private  BANsrwa  Hoitshs  Estabusbkd. 

The  first  broker's  office  established  in  Denver  was  that  of  Samuel 
and  George  W.  Brown  in  1859,  which  continued  until  after  the  found- 
ing of  the  National  banks.  The  next  was  opened  the  same  year  by 
Turner  &  Hobbs  in  West  Denver.  The  second  floor  of  their  building 
was  for  some  time  used  by  the  Territorial  Governor  (John  Evans)  as 
executive  offices.  George  W.  Kassler  took  charge  as  Cashier,  continu- 
ing until  1861,  when  the  concern  closed. 

Clark,  Gruber  Sl  Co.  organized  the  first,  most  extensive  and  useful 
of  all  the  institutions  classed  as  banks  in  the  period  between  1859  and 
1868.  Their  establishment  sprang  from  a  house  instituted  in  Leaven- 
worth, Kansas,  in  1858.  by  Milton  E.  and  Austin  M.  Clark  and  E.  H. 
Gruber.  In  1859  they  piu'chased  considerable  quantities  of  gold  from 
the  Rocky  Mountains.  TLey  were  paying  five  per  cent,  expressage  on 
the  dust  brought  in,  and  equal  cost  on  the  coin  and  currency  returned, 
in  addition  to  the  expense  of  armed  messengers  or  ^ards  each  way. 
To  avoid  this  bardeusome  expense,  they  finally  conceived  the  idea  of 

iting  coining  machinery  in  Denver  and  making  their  own  coin. 
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After  inreetigating  the  laws  on  the  subjfeet  und  Wtm<t«^  do  alMolote 
hibition,  H.  E.  Clark  prooeed<4  to  Boston,  parehaaed  tb» 
machinery  and  shipped  it  to  Denver,  where  it  arrired  in  Maieb, 
A  two-storj  brick  building  was  erected  in  a  oentiml  part  o(  tba 
the  mariiinery  placed,  and  the  tnintitig  of  erade  dost  into  briglit,  i^ 
tractive  ooinabegan  Jul}- 20.  1860.  The  flnl  stmA  wore  ten  and  twenty 
dollar  pieeea,  bearing  on  the  faee  a  mde  tvprnmaWticm  of  Pike'*  PMk, 
and  CO  the  reverse  the  firm  name  of  Clark,  Omber  &  Co.  !Co  allof 
was  oaed.  Tbey  passed  into  genets]  drcolatioo  at  par,  bat  moo  b»- 
gaa  to  riiow  abrasion  from  constant  tue;  tberpfore,  in  1861.  ths  flm 
ortoed  a  oomplete  set  of  new  dies  for  d<»nn«tiiii*t^fBW  of  C2.SQ,  |fi.  ^ 
and  CW,  that  were  close  /aettmiUet  of  United  State*  eoitts  nf  like 
nwinations,  the  only  differeoee  being  that  npoo  tbe  Cap  of  Litxrty' 
the  &0e  the;  inserted  the  words  "  Pike's  Peak."  and  on  the  nvetse, 
faastead  of  "  The  L'nited  States  U.  Ameriea,"  they  aobatitQted  the  ana* 
of  tibcir  flno.  These  coins  bore  tbe  saoie  peneoto^e  of  alloy  and  «bi 
of  the  same  color  as  those  issned  by  tbe  OoTenunent  mlnti,  bat 
tained  one  per  cent,  more  gold  for  the  express  purpose  of  proti 
hiM^f  against  loss,  the  additional  weight  eovering  tbe  eoat  oC 
poctatioD  to  Philadelphia  and  recoining.  These  iasneB  paased 
throogiioat  the  mining  region,  and  all  bankers  of  the  fiant  to  whoa 
they  were  known  paid  a  premium  for  them.  The  mint  thoa  laialillihwl 
eontinoed  in  active  operation  aboat  two  and  a  half  years,  fai  wUditiM 
about  13,000,000  worth  of  coins  bad  been  struck. 

To  accommodate  larj^e  producers  they  coined  their  dost  for 
•  maximum  charge  of  fire  per  cent.,  but  thisiras  soon  disoaatlfMKd. 
Having  abundant  fuuds  at  oomniand,  they  carried  on  an  ectouiTS 
bosinesB.  Iniying  gold  one  day  and  coining  it  the  next,  when  tlw  naBsy 
went  into  immediate  circulation.  In  lt>60  an  agency  was  establlrfwd  is 
Central  City,  one  of  the  larger  centerv  uf  mining,  where  tba  dvsl  was 
ponteeod  as  it  came  £roin  the  tiluiues  and  tmUs,  payment  brtog  aiatls 
ia  eoia,  elieoks,  earrency  or  drafti>.  a»  the  seller  might  elect.  For  Urn 
farther  eont'cnienoe  of  the  public,  they  issued  from  well  engraved  stsrf 
plates^  five  dollar  notes  redeemable  in  Clark  &  Gmber's  ooin  at  tiMir 
»>»»>«««g  boose  in  Denver.  In  18<)2  Mr.  Austin  &1.  Ciark  w<mt  to  Wsdh 
li^jcoo  and  laid  tbe  whole  matter  before  Koii.  Sahaon  !  8«a»- 

tac;  d  tba  Treasury,  giving  hiiji  a.  full  and  candid  si.i  •  -f  wfast 

kJa  fcm  bad  been  doing  in  Denver,  and  presented  tdm  B|HH>imma  of  ail 
Ike  eoia«  iwned.  Mr.  Cba.«ie  referred  the  matter  to  t  lie  Aitoropy-tisa' 
«taL  who  nndered  an  opinion  in  sabetanoe  that  do  existinir  law  lad 
^«wtt  violated.  Whhoat  gokig  into  details,  the  Government  inaQy 
fUlifcawd  the  hciltding  and  grounds  from  Clark,  Graber  A  Co.  in  Ilea- 
<(^.  «Mi  ^kcvetaiy  Chase  drafted  a  bill  for  the  wstaWJahnwDt  at  a  UnOtd 
{laaK*  n-Jmii^  mint  there  bat.  owing  to  the  inlluenoe  of  tha  PmMs 
X\mM  iviwentatlves  in  Coogiea^  the  bill  pasM<I  ItMsting  tba  bfaat* 
M^    •*   ^'^i'MMi  City,   Nevada,  instead  of  in   D«nvnr.    the  bnildkv 
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led  for  that  purpose  being  converted  into  an  assay  office  and 
depository  of  gold  purchnsed  on  behalf  of  the  United  States.  In  recent 
Bars,  however,  the  Government  establisJied  a  mint  at  Denver. 

In  Septeuber,  1859,  Chas.  A.  Cook  and  Jasper  P.  Sears  established 
slesale  provision  house  in  Denver.  As  gold  dust  from  the  mines 
je  more  and  more  abundant,  and  a  feature  of  speiiulative  interest 
to  all  who  possessed  capital,  they  began  buying  that  valuable  commo- 
dity and  later  opened  a  banking  house  in  connection  with  their  merean- 
tiJe  trade.  A  few  months  later  they  issued  from  steel  plates  a  fractional 
paper  currency  in  denominations  of  ten,  twenty-five  and  fifty  cents,  with 
one  dollar  notes,  all  redeemable  at  their  counters  in  lawful  currency. 
This  paper  entered  into  general  use  and  in  the  absence  of  anything 
better,  served  the  purp<jse  of  its  creation.  During  1803  the  issues  ceased 
and  the  outstanding  notes  were  duly  redeemed.  In  1860  Dr.  O.  D.  Cass, 
a  practicing  physician,  opened  a  brokerage  business.  He  was  Joined 
shortly  afterward  by  his  brother,  Jo.^eph  B.  Cass,  from  Leavenworth, 
Kans.  As  their  gains  multiplied  from  profitable  traffic  in  dust,  they 
erected  a  building  of  their  own  and  established  a  regular  banking  house, 
purchasing  gold  and  shipping  it  to  Carney  &  Stevens,  bankers,  at  Lea- 
venworth; issued  drafts  and  loaned  money  at  five  to  twenty  per  cent, 
per  month.  Subsequently,  they  opened  a  branch  in  tlie  gold  mines  at 
Central  City.  They  closed  out  their  business  in  1865  and  sold  their 
building  to  Ben  Holliday,  who  operated  a  system  of  stage  lines  from 
Denver  to  the  Missouri  River  and  to  the  mining  camps  in  the  moun- 
tains. 

In  1861  Warren  Hnsaey  opened  a  broker's  ofBce  in  one  comer  of  a 
grocery  store,  Denver,  and  later  a  regular  banking  house,  which  was 
merged  into  the  City  National  Bank  in  1872. 

Bank   CHARTEliBD   BY  THE  TERRITORIAI,  LbOISLATCRK. 

In  1861  the  first  Territorial  Legislature  by  special  act  granted  a  ohar- 

er  to  P.  P.  Wilcox,  E.  W.  Cobb  and  E.  C.  Jacobs,  to  tstablUh  'the 

)ank  of  Colora<lo,"  in  the  City  of  Denver,  with  a  capital  stock  of  iflSO,- 

Instead  of  taking  advantage  of  the  charter,  in  connecrtion  with 

man  named  Rogers,  Wilcox,  under  the  firm  name  of  P.  P.  Wilcox  & 

jo.,  proceeded  to  issue  and  circulate  fractional  currency  in  denomina- 

ions  of  ten,  twenty-five  and  fifty  cents,  to  the  amount  of  about  ^,000, 

The  scrip  was  not  engraved,  but  rudely  printed  on  cheap  newspaper. 

In  course  of  time  mudi  of  tliis  flimsy  paper,  issued  in  violation  of  law, 

was  destroyed,  but  the  remainder  was  redeemed  when  presented.     As 

ya  as  the  volume  of  United  States  Treasury  notes  became  sufficiently 

krge  to  Justify  their  general  use,  most  of  the  operators  of  gold  mines 

iid  their  employees  in  that  currency. 

The  First  National  Bank,  of  Denver,  which  was  authorized  April  17, 

1865,  and  opMsned  for  business  May  9  following,  succeeded  the  private 

banking  house  established  some  time  previous  by  (ieorge  T.  Clark,  who 
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became  Cashier  of  the  new  institation.    With  its  foanding  disappeared 
most  of  the  gold  dast  brokers  and  smaller  private  banks. 

A  HlSTO«C    FmH  OF  BANKRR8. 

The  Colorado  National  Bank,  of  Denver,  was  organized  in  Angost, 
1866,  by  the  Konntze  Brothers.  It  was  based  apon  the  second  of  five 
private  banks  founded  by  four  brothers,  Angustus,  Herman,  Lather  and 
Charles  Konntze.  Lather  came  to  Denver  from  Omaha  in  1868,  and  in 
a  comer  of  a  drug  store  opened  a  branch  of  the  now  famous  Koantie 
Bros,  in  the  Rocky  Mountain  region.  Here  he  bought  gold  dost,  recdved 
deposits,  sold  drafts  on  Omaha,  discounted  commercial  paper,  loaned 
money,  etc.  In  1864,  when  only  19,  Charles  B.  joined  Lather.  A  two- 
story  brick  building  had  meanwhile  been  erected,  and  in  1866,  Charles 
B.  Kountze  became  Cashier  of  the  Colorado  National  Bank.  This  is, 
and  has  been  from  the  first,  the  second  largest  flTumnln.!  institatioa  in 
the  State,  and  with  its  connections  with  the  First  National  of  Omaha, 
conducted  by  Augustus  Konntze,  the  eldest  brother,  and  the  banking 
house  of  Kountze  Bros.,  in  New  York,  founded  in  1868,  and  still  in  sue- 
cessful  operation,  forms  a  strong  link  in  the  ohfdn  of  large  enterprises 
created  by  this  remarkable  brotherhood,  and  all  under  the  oontrd  of 
the  Kountze  famUy. 

PBIVATB  AITD    STATB   BAJTKS   RBOBOASIZKD  UmDKB  THS  Natiobal 

System. 

The  Union  Bank,  incorporated  under  the  Territorial  laws,  in  May, 
1874,  was  organized  with  the  title  of  the  Denver  Safe  Deposit  and  Sav- 
ings Bank ;  authorized  capital,  $60,000,  fifty  per  cent,  paid  in.  It 
opened  for  business  in  July,  1874.  In  1882  the  capital  was  increased  to 
$100,000  and  organized  as  the  Union  Bank.  It  was  chartered  as  a  Na- 
tional bank  June  17,  1890,  with  an  authorized  capital  of  fl.OOO.OOO. 
It  failed  in  1893,  but  subsequently  reopened  and  closed  the  second  time 
in  July,  1895. 

The  People's  Deposit  and  Savings  Bank,  of  Denver,  was  organized 
under  State  laws  and  opened  July  9,  1888,  with  a  capital  of  |150,000. 
It  went  into  the  National  system  August  1,  1889,  under  the  title  of  the 
People's  National  Bank.  This  bank  failed  in  1893,  and  has  since  been 
in  process  of  liquidation. 

In  1872  a  private  bank  was  established  at  Colorado  Springs  by 
W.  H.  Young,  who  was  later  succeeded  by  the  El  Paso  Bank,  Mr. 
Toung  becoming  the  founder  of  the  First  National  Bank.  In  1889 
Jerome  B.  Wheeler,  of  New  York,  established  private  banks  at  Colo- 
rado City  and  Manitou.  The  Pueblo  Savings  Bank  was  incorporated 
in  1889  and  opened  January  1,  1890 ;  ex-Gov.  Alva  Adams  is  President 

Comparison  op  Statb  and  National  Banks. 
Since  the  admission  of  Colorado  as  a  State  in  1876  there  have  been 
incorporated  under  State  laws  one  hundred  and  five  banking  instita- 
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of  which  thirty-eight  are  gtill  In  exlHtenee.     About  eight  have 
out  National  charters  and  a  nnmbor  have  reorganized  or  have 
merged  into  other  institutions.     It  is  not  possible  at  present  to 
ite  the  figures  exactly. 

Since  tlie  passage  of  the  National  Bank  Act  there  have  been  incor- 
wated  under  that  law  in  the  State  sixty-flve  banking  institutions,  of 
whicli  thirty-seven  are  still  in  existence,  twenty-one  are  in  liquidation 
and  seven  are  insolvent. 

Thns,  at  present  (1898),  there  ore  in  operation  in  Colorado  thirty- 
eight  State  banks  with  a  capital  of  $1,641,96  \  and  deposits  of  $5,285,333, 
and  thirty-seven  National  banks  with  a  capital  of  $4,707,000  and  depos- 
I  of  $39, 958, 000. 

The  first  banking  association  incorporated  under  th"  National  bank- 
9g  law  in  the  State  of  Colorado  was  organized  in  1865  with  a  capital 
$200,000. 

The  largest  number  of  National  banks  in  operation  in  the  State  at 
ST  one  time  was  in  1892,  when  there  were  fifty-three  with  a  capital  of 
},065,000,  and  in<Uvidual  deposits  of  $28,848,000.  In  1892  the  State 
banks  in  operation  had  a  capital  of  $1,785,000,  making  a  total  banking 
capital  invested  in  the  State  in  that  year  of  $10,850,775.  This  is  exclu- 
sive of  private  or  unincorporated  banks  and  bankers,  and  probably 
represents  the  largost  amount  of  baukuig  capital  in  the  history  of  the 
State  actively  employed  at  any  one  time. 

The  banking  capital  invested  in  both  State  and  National  bonks,  ac- 
cording to  the  report  of  the  Comptroller  of  the  Currency  for  1898,  was 
#6,348,000,  or  about  forty  per  cent,  less  tlian  the  maximum  amount  of 
1892.     ludi vidua!  deposits  of  the  National  banks  were  in  1892  $28,848,- 
inl898  $33,010,  OfK). 
These  figures  probably  reflect  the  conditions  past  and  present  of  the 
intcing  buHiness  of  the  State.     In  the  absence  of  a  State  banking  de- 
irtment  the  records  of  the  operations  of  State  and  private  banks  are 
jot  at  all  salisfactory.     The  State  Treasurer,  who,  under  the  law  is  the 
jHlcial  State  bunk  8tatii<tician,  reports  for  the  year  1898  but  twenty- 
four  State  banks  in  operation,  while  the  Comptroller  of  the  Currency 
reports  thirty-eight  "  semi  official, "  and  in  this  number  are  said  to  be 
included  sundry  private    bonks.     Other  authorities  report  thirty-six 

I  banks.     This  latter  number  seems  to  harmonize  with  the  records  of  the 
Jncorporatious  in  the  Secretary  of  State's  ofllce. 
I     Attempts  to  enact  buitaible  laws  for  the  supervision  of  banks  have 
hot  been  8ucc€*«sful,  bnt  there  is  believed  to  be  a  growing  sentiment  in 
lavor  of  such  legislation. 
\     The  absence  of  thorough  State  supervision  has  probably  caused  some 
Ixiurdinf^of  biuikablc  funds,  and  has  hindered  the  highest  success  of 
institutions  operjiting  understate  laws.     The  final  outcome  of  many 
listitutions  which  suspended  in  and  since  1893  being  far  from  satisfac 
>ry.  and  returns  from  those  still  in  process  of  liquidation  being  slow. 
«3 
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the  basiness  methods  in  vogue  with  those  iiiBtitatio&8  have  gradnallj 
oome  to  the  knowledge  of  the  pablio,  and  have  caused  some  distrust  of 
State  banking  institutions  wbioh  are  doing  business  at  present ;  but  it 
is  believed  that  this  distrust  is  not  well  founded,  and  that  the  State 
banks  of  Colorado  are  gradually  adopting  business  methods  which  the 
lessons  of  experience  have  taught  older  communities  to  adopt.  Hw 
State  banks  have  not  held  their  ground  in  competitiixi  with  the  Na- 
tional banks  as  well  as  in  some  other  States. 

The  withholding  of  bankable  funds  from  deposit  and  employment  is 
particularly  noticeable  in  the  case  of  the  Savings  banks  of  the  State. 
Savings  banks  in  Colorado  are  stock  banks,  conducted  for  prodt  and 
largely  employing  their  funds  in  a  class  of  loans  which  are  not  pennis- 
sible  to  the  best  class  of  incorporated  Savings  banks.  They  are  not 
sufficiently  restricted  in  the  employment  of  their  funds,  and  in  conse- 
quence the  experience  with  these  institutions  has  been  tax  frcnn  satis- 
factory. 

The  function  of  the  Savings  bank  is  to  a  certain  extent  fulfilled  by 
the  National  banks  of  deposit  and  discount,  but  there  is  nnd^  the  law 
of  Colorado  no  adequate  provision  for  institutions  for  the  custody  and 
safe  employment  of  small  savings,  and  consequently  thrift  is  not  en- 
couraged among  a  class  of  people  whose  wel&ire  and  prosperity  are  of 
the  greatest  importance  to  the  Commonwealth. 

High  Rates  of  Intbrbst  m  thb  State. 

The  prevailing  rates  of  bank  discount  in  Colorado  are  excessive 
when  compared  with  those  prevalent  in  the  States  of  the  East  In 
Denver  they  are  probably  lower  than  anywhere  else  in  the  State.  The 
ruling  rate  in  Denver  is  ten  per  cent,  for  ordinary  commercial  risks. 
This  is  to  some  extent  prohibitive  for  manufacturers  and  jobbers  who 
require  banking  accommodation.  It  is  accounted  for  in  several  ways, 
chief  of  which  is  the  expense  of  carrying  large  reserves.  While  the 
rates  for  money  have  been  largely  reduced  in  the  past  few  years  at 
other  financial  centers,  they  have  remained  practically  unchanged  in 
Colorado. 

Another  cause  of  this  phenomenon  is  the  large  amount  of  what 
might  be  termed  latent  bank  resources  in  the  State.  Reduction  in 
rates  is  due  to  the  abundance  of  funds  seeking  employment.  The  cen- 
sus of  1890  gives  the  average  per  capita  of  assessed  valuation  of  prop- 
erty in  New  York  as  f629,  in  Colorado,  W58,  while  the  average  per 
capita  bank  deposits  of  the  State  of  New  York  is  about  $300.  At  this 
proportion  the  average  per  capita  bank  deposits  of  Colorado  should  be 
over  $200  and  the  aggregate  for  the  State  should  be  $120,000,000,  in- 
stead of  $50,000,000,  as  at  present.  This  seems  rather  an  overstate- 
ment, but  it  is  certain  that  there  are  large  sums  of  bankable  funds 
in  the  safe-deposit  boxes  and  primitive  hiding  places  of  various  kinds. 
Colorado  has  passed  through  the  pioneer  stage  of  its  history  and  is 
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now  enjoying  an  era  of  great  prosperity,  having  taken  rank  as  the  lead- 
ing gold-producing  State  of  the  Union.  As  the  people  are  progressive, 
it  may  be  expected  that  they  will  gradually  adopt  such  changes  in  their 
State  banking  system  as  may  seem  to  be  desirable.  Unfortunately, 
where  the  banking  laws  are  not  stringent,  the  opportunities  are  taken 
advantage  of  by  reckless  bankers  who  though  few  in  number  are  yet 
numerous  enough  to  work  great  mischief  and  bring  undeserved  discredit 
on  the  majority  of  bankers  who  manage  their  institutions  with  skill  and 
pmdence. 

Laws  RELATnro  to  Banks. 

State  banks  may  be  organized  with  a  capital  of  not  less  than  130,000, 
one-half  of  which  must  be  paid  up  before  commencing  business,  and  the 
balance  within  one  year.  Savings  banks  must  have  a  paid-up  capital  of 
f85,000.  Whenever  a  dividend  is  declared  by  a  State  bank,  a  fnU  state- 
ment must  be  made  to  the  State  Treasurer,  and  this  statement  must  be 
published.  Savings  banks  must  make  similar  statements  quarterly. 
There  is  no  provision  for  examination  of  banks  by  State  officials.  Stock- 
holders of  State  banks  may  not  be  indebted  to  the  bank  as  principals 
or  sureties  to  an  amount  greater  than  two-fifths  the  paid-in  capital 
Savings  bank  officers  are  prohibited  from  borrowing  from  their  institu- 
tions. Savings  banks  may  invest  one-half  their  deposits  in  loans  on 
personal  security,  or  in  the  bonds  or  stock  of  the  State  or  of  the  United 
States,  or  in  the  bonds  of  any  ooimty,  city,  town  or  school  district  of 
the  State,  or  loan  the  same  on  bonds  secured  by  mortgage  upon  unin- 
enmbered  real  estate  worth  at  least  double  the  amount  loaned.  The 
remainder  of  the  deposits  may  be  placed  in  Nationid  or  State  banks. 
Both  State  and  Savings  banks  must  have  a  reserve  of  twenty  per  cent, 
of  their  savings  deposits.  Penalties  are  prescribed  for  receiving  deposits 
knowing  the  bank  to  be  insolvent. 

State  Banks. 


YBAIM. 

So.  of 
bank: 

Loam  and 
diieounti. 

apeeU. 

Capital 
ttoek. 

CirmOatUm. 

BtpotUi. 

1888 

8 
8 
18 
21 
33 
32 
28 

$1,039,334 
1,189,895 
2,604,001 
2,163,058 
3,866,754 
3,560,455 
3,776,483 

$449,500 
449.400 
910,000 
1.186,775 
1,835,000 
2,000,000 
1,815,000 

$1,063,562 
1,481,492 

1886 

1889 

2,888,842 
1,899,225 
8,995,639 
4,854,955 

1892 

1895 

1887 

1899 

6,468,987 
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National  Banks. 
Figures  aie  in  thousandBOfdoUan. 


TBABa. 

V3 

41 

anddU- 
counti. 

V.  B. 
bcndi. 

Caih 

andeaih 

tUm$. 

Capital. 

aurpltu 

IMdt- 
vided 
pnfiu. 

Out- 
atandina 
eireyl*. 

AuH- 
d^rmlU 

1865-. 

1870 

1876 

1880. 

1886 

1890. 

1895 

1899 

1 

8 
9 
14 
96 
46 
46 
36 

•179 

663 

3.803 

6,060 

7,609 

36.098 

19.848 

31,834 

•70 
678 
788 
1,818 
1.488 
3.401 
1.868 
8,009 

•81 
806 
717 
1,894 
2,266 
8,491 
6,236 
6,667 

•SOO 
860 
876 
1.070 
2.025 
7,866 
6.487 
4,147 

•78 

384 

299 

1.003 

1,618 

1,716 

976 

•90 

63 

206 

367 

464 

1,179 

1,060 

906 

•46 

264 

601 

887 

937 

1,164 

1.231 

1.664 

tl6S 

1.66S 

3.611 

8.388 

10;281 

S64M 

24.S64 

4ane 

NEW  MEXICO. 

"  Up  to  a  comparatively  recent  date,"  according  to  the  words  of  the 
Secretary  of  New  Mexico,  "a  merchant's  desk  or  a  ranchman's  borean 
drawer  wajs  the  place  of  deposit ; "  but  there  are  now  a  number  of  banks 
organized  under  National  and  Territorial  laws,  as  well  as  several  private 
institutions.  The  law  provides  for  State  banks  and  Savings  and  trust 
associations,  with  a  minimum  capital  of  $30,000,  one-half  of  which  most 
be  paid  up  before  commencing  business  and  the  balance  in  one  year. 
Both  State  and  Savings  banks  are  required  to  make  reports  to  the  Te^ 
ritorial  authorities,  and  the  Secretary  of  the  Territory  may  make  an 
examination  at  any  time;  reports  must  be  published  when  made.  Sav- 
ings banks  may  not  loan  more  than  ten  per  cent,  of  capital  to  one  per- 
son or  firm,  and  not  more  than  five  per  cent,  to  officers  or  stockholders, 
except  on  mortgage  or  collateral.  They  may  loan  on  real  estate  to  the 
amount  of  fifty  per  cent,  of  its  value  on  improved  and  thirty  per  cent 
on  unimproved.  Savings  banks  must  apply  to  surplus  ten  per  cent  of 
their  annual  earnings.  The  reception  of  a  deposit  by  a  Savings  bank 
after  insolvency  renders  the  directors  liable  for  it,  and  the  fact  of  in- 
solvency is  deemed  ^rtma/acfe  evidence  of  knowledge  of  it. 

Savings  bank8  may  issue  their  own  evidences  of  indebtedness  and 
negotiate  the  same  to  an  amount  not  exceeding  ninety  per  cent,  of  tbe 
aggregate  loans  made  aud  held  by  such  association  secured  by  mort- 
gage.s  or  deeds  of  trust  on  real  estate;  which  shall  not  be  construed  to 
empower  the  association  to  issue  notes  for  circulation.  Not  more  than 
fifty  per  cent,  of  the  net  surplus  may  be  invested  in  building  and  real 
estate  necessary  for  transacting  business,  and  real  estate  purchased  to 
secure  loans  may  be  held  for  a  period  not  longer  than  five  years. 
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mate  Banks. 


TBAB8. 

Wo.  of 
tofOct. 

Lomu  and 

Bptei*. 

OsyMat  ftoek. 

CfretitaNon. 

DtpoiiU. 

1880. 

$149,717 
397,304 
80S,ei3 
633,010 
888,404 

(80,000 
145,000 
301,700 
341,700 
373,400 

$93,380 

1893. 

873,763 

189S 

819,181 

1897 

798,376 

1899 

1,145,847 

National  Banks. 
FlguieB  aie  In  thouaandsof  doUan. 


TKAXS. 

it 

Zoon* 
anddU- 
eountt. 

u.a. 

bond*. 

Ca$h 

and  oath 

itttnt. 

CapUdL 

Ourpttu. 

Undt- 
vidtd 
pntfU*. 

Out. 
standing 
Hreula- 

turn. 

Indi. 
vtdtial 

1871. 

1 

a 

4 
9 
13 
7 
6 

$88 
879 
733 
1,664 
3,561 
1,878 
1,994 

$160 
300 
660 
510 
666 
503 
616 

$36 
66 
197 
846 
360 
313 
364 

$150 
300 
400 
836 

1,115 
600 
600 

$1 
40 
101 
164 
817 
148 
188 

$4 

36 
60 
58 
67 
84 
89 

$186 
369 
863 
258 
336 
371 
872 

$46 

1876 

334 

1881 

990 

1886. 

1.689 

1891. 

2,208 

1806. 

1,931 

1809. 

3,359 

OKLAHOMA. 

Although  operating  for  some  years  under  unsatisfactory  laws,  the 
banks  of  Oklahoma  are  now  governed  by  stringent  legal  regnlaticms, 
the  law  of  March  18,  1897,  providing  for  thorough  public  supervision 
of  the  organization  and  management  of  banks.  Private  banking  is 
prohibited.  Reports  are  called  for  by  the  Banlung  Board  on  the  same 
dates  as  reports  are  made  to  the  Comptroller  of  the  Currency  by  Na- 
tional banlu.  On  tbe  first  Monday  in  January,  April,  July  and  Octo- 
ber every  bank  shall  mail  to  each  depositor  a  statement  showing  the 
ocmdition  of  the  bank  at  the  close  of  the  last  business  day  of  the  pre- 
vious quarter.  Minimum  capital  is  $5,000,  in  cash  "  or  bankable  notes 
or  securities  actuaUy  worth  face  value."  Banks  must  keep  a  reserve  of 
fifteen  per  cent,  of  their  aggregate  deposits,  two-fifths  of  the  reserve  to 
be  in  cash  held  in  their  own  vaults.  Tbe  aggregate  amount  of  redis- 
counts and  bills  payable  is  limited  to  two-thirds  of  paid-up  capital. 
One-tenth  of  net  profits  must  be  carried  to  the  surplus  fund  until  it 
amounts  to  twenty  per  cent,  of  the  capital.  Loans  to  one  person  or 
Arm  are  limited  to  ten  per  cent,  of  the  capital  stock.    The  Banking 
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Board  may  take  possession  of  an  insolvent  bank,  or  one  that  is  bdng 
recklessly  managed,  and  apply  for  the  appointment  of  a  Receiver. 

Official  examination  of  all  banks  most  be  made  as  frequently  as  once 
a  year.  The  Banking  Board  may  make  such  rules,  not  inconsistoit 
with  the  law,  as  may  be  deemed  proper  for  the  management  of  the  banks. 

The  growth  of  Oklahoma  from  1890  to  1900  has  been  remarkable, 
owing  to  the  rapid  settlement  of  the  Territory  by  an  energetic  claas  of 
people.  It  seems  that  the  soil  is  productive  and  that  the  country  wHl 
sustain  a  lai^ge  population.  There  has  been  a  rapid  increase  in  the  de- 
posits, both  of  the  National  and  Territorial  banks.  A  good  banking 
law  is  now  in  force,  and  it  appears  to  have  been  wisely  administered. 

In  1896  the  Governor  of  Oklahoma,  in  his  report  to  the  Secretary  of 
the  Interior,  said  that  out  of  a  total  of  fifty-two  banks  dtmig  bnsinea, 
he  had  received  reports  from  only  eighteen  (including  three  National 
banks).  These  had  total  resources  of  fl,882,273;  c^tal,  9397,614; 
surplus,  $11,376;  undivided  profits,  $i2,269;  deposits,  9733,964. 

He  thought  a  correct  summary  of  the  condition  of  the  banks  mi^t 
be  had  by  doubling  the  figures  given. 

The  report  of  the  Comptroller  of  the  Currency  for  1899  places  the 
number  of  Btate  banks  in  Oklahoma  at  sixty-eight,  with  total  resonroei 
amountmg  to  93,930,720.  Their  capital  was  9604,600,  undivided proflti 
9286,952,  and  deposits,  93,022,373.  From  1890  to  1899  the  number  ot 
National  banks  increased  from  three  to  eight,  and  the  capital  from 
9200,000  to  $400,000,  and  deposits  from  $169,000  to  $1,438,000.  Total 
resources  grew  in  the  same  time  from  9408,000  to  92,116,000. 

Nationai  Banks. 
Fiflures  are  In  thousands  of  doUara. 


TBABS. 

^1 

Loan* 
anddu- 
eomUt. 

U.S. 
bonds. 

Cask 

andeaih 

itenu. 

CapiUa. 

Surpltu. 

Undi. 

tided 

profit*. 

OHi- 
Hon. 

luM- 
vUmal 
dtpttm. 

1890 

1898 

1896 

1899 

3 
6 
5 

8 

•133 
339 
273 

1,013 

»S0 
75 
62 

129 

$40 

ISB 

79 

144 

$200 
300 
260 
400 

$16 
32 
88 

49 
11 
40 

$34 
67 
56 

112 

$iet 
sn 

4M 

1.438 

INDIAN  TERRITORY. 


In  the  report  of  the  Comptroller  of  the  Currency  for  1896,  the  fol- 
lowing statement  appears,  made  by  D.  M.  Browning,  Indian  Commi»- 
sioner : 

"There-  is  no  provision  of  law,  so  far  as  I  am  aware,  under  which  corporations, 
such  ad  yuu  mention  [State  banlis],  would  have  a  right  to  engage  In  bosineas  in  the 
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Indian  country,  except  under  sncta  conditions  as  ottter  corporations  or  indlTldnals 
would  be  permitted  to  engage  in  business.  A  State  banking  corporation  desiring  to 
operate  a  bank  in  the  Indian  Territory  must  comply  with  all  the  laws  of  the  nation  in 
which  such  bank  is  proposed  to  be  located,  and  obtain  a  permit  In  accordance  there- 
with, and  must  also  obtain  a  license  from  this  office  as  a  trader  with  said  nation. 
The  foregoing  applies  to  the  territory  occupied  by  the  Cherokee,  Creek,  Seminole, 
Choctaw  and  Chickasaw  nations  of  Indians  in  the  Indian  Territory,  and  commonly 
known  as  the  Five  Civilised  Tribes." 

In  1898  the  number  of  banks,  except  National,  that  had  been  organ- 
ized and  still  doing  businees,  was  nineteen,  with  a  capital  of  $401,000. 

The  first  bank  was  established  at  Muscogee  in  1890.  It  was  the  First 
National  Bank,  with  Robert  K  Owen,  a  prominent  Creek  Indian,  as 
President.  This  bank  has  been  successful,  having  §100,000  capital, 
§80,000  surplus  and  §10,000  undivided  profits.  In  the  same  year  two 
more  banks  were  started,  and  the  number  of  institutions  has  constantly 
inoreased,  eight,  with  an  aggregate  capital  of  §280,000,  having  com- 
menced business  in  1898. 

The  Indians  are  not  only  peaceful  but  many  of  them  are  highly 
oiviliEed  and  well-to-do.  In  the  towns  the  whites  mi^e  up  a  large  part 
of  the  population. 

National  Banks. 


Flflmres  are  In  thousands  of  dollars. 

YXASB. 

Loan$ 
anddU- 
eotmt*. 

U.S. 
1>ond$. 

CMh  ' 
andeeuh 
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Capital. 

AtrpItM. 

IMdi- 
vUtd 
pntfiu. 

Out- 
Handing 
eireula. 

turn. 

vidual 
dtpoHt*. 

1890. 

1898 

189«. 

1899. 

3 
6 
8 

15 

9103 
Ml 
816 

3,306 

987 
00 

lis 

316 

916 

88 

110 

191 

9110 
360 
460 
860 

943 
136 
324 

98 
30 
39 

74 

918 

81 

104 

194 

961 

434 

700 

1,893 

vn 

PACIFIC  STATES. 

There  is  one  distinctive  feature  of  banking  in  this  part  of  the  ooon- 
try — the  lai^  amount  of  specie  held  in  the  reserves.  On  June  30, 
1^9,  the  National  banks  held  114,628,490  in  specie,  aboat  flS.000,000 
of  which  was  gold  coin ;  thej  held  at  the  same  time  only  9444,965  in 
l^;al-tender  notes.  In  California  contracts  for  the  payment  of  money 
are  payable  in  gold,  and  gold  constitntes  the  principal  circulating  me- 
dium, as  in  some  of  the  other  of  the  Pacific  States.  Mining,  agricult- 
ure, fruit  raising  and  the  lumber  industry  are  the  chief  sources  of  wealth. 
The  great  development  in  mining  on  the  Pacific  Coast  following  the 
gold  discoveries  in  1848  has  been  far  exceeded  in  more  recent  years  by 
the  growth  in  production  along  the  other  lines  mentioned.  Banking 
has  not  been  free  from  the  fluctuations  incident  to  the  building  up  of 
new  States,  but  as  the  population  b«came  more  fixed  and  business  con- 
ditions more  settled,  the  banks  experienced  greater  prosperity.  Most 
of  these  States  have  stringent  bank  laws  and  the  banks  are  under 
public  supervision ;  and  though  there  is  not  so  much  official  oversight 
of  the  business  in  some  of  the  other  States,  the  standard  of  bank  man- 
agement is  generally  high. 


WASniNOTON. 


By  Article  12,  Section  11  of  the  State  constitution,  the  issue  of  cir- 
culating notes  is  prohibited,  and  the  general  statutes  provide  as  fol- 
lows :  "  No  corporation  organized  under  this  chapter  shall,  by  any  im- 
plication or  construction,  be  deemed  to  possess  the  power  of  issuing  bills, 
notes,  or  other  evidence  of  debt  for  circulation  as  money."  The  capital 
stock  of  incorporated  banks  must  not  be  less  than  $25,000,  three-fifths 
of  which  must  be  paid  in,  and  affidavit  to  that  effect'  must  be  filed  with 
the  articles  of  incorporation.  As  the  statutes  of  the  State  do  not  desig- 
nate any  officer  to  determine  when  these  conditions  have  been  complied 
with,  enforcement  of  the  law  is  difficult.  Bank  officers  who  receive 
deposits  knowing  tlie  bank  to  be  insolvent  are  guilty  of  felony,  and 
shall  be  punished  by  imprisonment  from  two  to  twenty  years. 

Banking  corporations  are  required  to  file  with  the  State  Auditor,  on 
the  first  Monday  of  June  in  each  year,  a  statement  of  their  condition. 
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There  is  no  penalty  for  failare  to  comply  with  this  requirement.  In 
1897  the  State  Auditor  characterized  the  law  as  very  defective,  and  the 
propriety  of  enacting  a  general  banking  law  has  been  considered  in  re- 
cent years. 

It  was  a  matter  of  considerable  pride  to  the  banks  of  Seattle  that 
although  suffering  from  the  effects  of  a  very  destmctive  fire,  they 
were  able  to  withstand  the  panic  of  1893  without  any  suspensions  or 
failures. 

Washington  was  admitted  intd  the  Union  in  1889,  and  ten  years  later 
the  capital  of  the  twenty-eight  State  banks,  as  reported  by  the  C!omp- 
troller  of  the  Currency,  was  $1,602,800.  Although  the  number  of 
National  banks  is  about  the  same  (thirty-one  in  1899),  their  capital  is 
much  greater,  amounting  in  the  year  last  named  to  $3,360,000.  Indi- 
vidual deposits  of  the  State  banks  axe  less  than  one-third  those  of  the 
National  institutions. 

Slate  Banks. 

BUOUBCKB.  i$97. 

Louuonraal  estate $636,317 

Iiouia  on  peroonal  property 680,110 

Other  kMiia  and  diaooanta 1,022,188 

Stock*  and  bonds 176,876 

State,  county  and  dty  wammts 268,721 

Beal  esUte 1,303.463 


Doe  from  banks  and  bankers. . 

Famlture  and  flxtare* 

Bzpenses,  etc 

Oveidrans 

other redonroes 

Cash  on  band 


376,885 
73,549 
86,802 
28.973 
64,364 

484,380 


1898. 

1899. 

•316,015 

•379,966 

601,834 

676,673 

1.861.268 

1,963,481 

203,280 

666,997 

307,848 

1,218,161 

'>1,898,688 

1,236,187 

1,469.807 

64,223 

101,360 

92,297 

147,896 

348,298 

47.368 

924,634 

1,019,279 

Total •6,190,682       •7,164,336       •7,660,044 


LlABILirUS. 

Capital  Stock  paid  In •1,807,690 

Biupliis  fund 162,909 

Undivided  profits 216,260 

Certificates  of  deposit 962,004 

I  ndlTldnal  deposits  subject  to  check 1,478,982 

Doe  to  banks  and  bankers 141,974 

Certlfled  checks 2,708 

Barings  and  trust  deposits 210,437 

Bills  payable  and  debenture  bonds 1 17,626 

DlTidends  unpaid 

Bedlacoonta 

Other  UabUltles 


Total •6,190,682 

Nnmberof  banks 34 


•1,836,390 

•1,602,800 

140,662 

32,800 

233,308 

9,808 

1,016,824 

8.047,348 

f5,668.044 

341,641 

271,068 

9,808 

698,003 

20,250 

990 

811 

11,820 

176,668 

•7,164.386 

•7,660,044 

82 

28 

'  Including  furniture  and  flxtue*. 


t  Including  certificates  of  deposit 


842 


mSTOBT  OF  BANKJNQ. 


Ufattondl  Banks. 
Figures  are  in  thouaanda  of  dollars. 


TKU8. 

Loont 
anddU. 
«oimtt. 

U.  S. 
bond: 

Caih 

andtaik 

U*mt. 

OapUal. 

BurpUit. 

IMdi. 

vided 

pntfUt. 

OtU. 

Hraila- 
Uan. 

ImM. 
vUmal 
tbyMttt 

1878 

1883 

1888. 

1898. 

1899. 

1 
12 
24 
67 
31 

9126 
l,8fil 
8,233 
12,430 
9,431 

9100 

828 

672 

1,480 

1,672 

988 

329 
1,044 
1,867 
9,937 

9160 
760 
1,866 
6,090  . 
8,360 

944 

328 

1,668 

608 

98 
S88 
766 
807 
474 

9t6 
968 
431 
1.243 
792 

1.6a 

<,8» 
7,010 

la^TOJ 

OBBQON. 

The  oonstitnticm  of  the  State  prohibits  banks  of  isgae,  and  the  Leg- 
islature may  not  incorporate  any  bank.  Corporati<Hi8  may  be  formed 
under  general  laws  to  do  a  banking  business.  Stookhcdders  are  liable 
only  to  the  extent  of  their  stock.  Incorporated  and  private  banks  an 
in  operation  under  a  general  law,  neither  being  subject  to  legislatiye 
supervision  or  restriction.  A  law  exists  requiring  banks  to  furnish  a 
list  of  depositors  and  amounts  of  deposits  for  taxation,  but  it  is  appa^ 
ently  inoperative. 

FiBST  Baitks  Established  nr  Pobtlaitd. 

Messrs.  Ladd  &  TUton  established  the  first  bank  in  Portland  in  1859, 
the  business  being  conducted  over  their  grocery  store.  Mr.  Ladd  died 
a  few  years  since  and  Mr.  Tilton  retired;  the  business  is  continued  bjr 
Mr.  Ladd's  sons. 

The  First  National  Bank,  of  Portland,  was  organized  in  1865,  with 
(100,000  capital,  the  mercantile  deposits  amounting  at  that  period  to 
about  ^0,000.  Total  deposits  are  now  (1899)  $5,202,649.  In  1868  a 
controlling  interest  in  the  bank  was  purchased  by  Hem.  H.  W.  Ck^bett, 
then  a  member  of  the  United  States  Senate.  In  1870  the  capital  was 
increased  to  $250,000  and  to  $500,000  in  1888. 

The  banking  house  of  Ladd  &  Bush,  at  Salem,  dates  from  about 
1863,  and  is  still  in  successful  operation. 

Reports  from  the  State  banks  are,  perhaps,  incomplete,  but  the 
returns  indicate  that  the  National  banks  greatly  preponderate  over  the 
State  institutions  in  the  amount  of  capital  and  deposits.  The  Comp- 
troller of  the  Currency  publishes  reports  from  fifteen  State  banks  on 
June  SO,  1899,  their  capital  being  $858,467  and  deposits  $2,864,564. 
There  are  twenty -eight  National  banks  in  the  State  having  a  ci^tal  of 
$2,420,000  and  deposits  amounting  to  $11,781,000. 
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BtaU  Banks. 


TBAR*. 

iro.of 
bank$. 

Loans  and 
tUteoiMU. 

SpteU. 

Capital 
ttode. 

nreuioMon. 

1887 

4 
5 
13 
13 
10 
17 
16 

t341,321 
381.648 

1,874.741 
768,309 
640,810 

1,149.067 

1,988,161 

«170,000 
139,598 
813,825 
568,800 
436,400 
996.660 
868,467 

9178,300 

1889 

868.048 

1.868,306 

439,736 

683,869 

1891 

1898 

1895 

1897 

916,740 

1899 

3,864.664 

National  Banks. 
FlgurM  are  In  thousands  of  dollars. 


^1 

Vz 

Loom 
anddit- 
oovnt*. 

U.  S. 
bonds. 

cash 

CapUal. 

AMptM. 

Oadi. 

vided 

prv/Us. 

Out- 

eireula- 
Hon. 

Indt. 
vidtiot 

d^fOSUS. 

186a. 

1869. 

1874.. 

1879„ 

1884 

1880 

1894 

1899 

81 
86 
38 

$89 

187 

710 

767 

3,181 

8,771 

8.196 

6,368 

tioi 

310 

468 

761 

957 

1,170 

1,670 

1,517 

•30 

185 

164 

168 

534 

1.096 

1,886 

1.891 

•100 

100 

350 

360 

696 

3,690 

3,620 

3,420 

•5 

60 
60 

68 
637 
676 
477 

•7 
11 
330 
287 
663 
1,010 
840 
864 

•88 
88 
331 
318 
868 
508 
671 
883 

•28 

116 

666 

711 

3,074 

8.118 

7,438 

11,781 

CALIFORNIA. 

Banking  in  Califomia  dates  from  the  gold  discoveries  in  1848,  the 
first  bankers  being  oierohants  who  combined  the  purchase  of  gold  dust 
with  their  other  business  transactions.  It  was  the  custom  of  these  mer- 
chants to  receive  gold  dust,  which  was  weighed  and  merchandise  given 
in  exchange,  the  balance,  if  any,  being  left  on  deposit  subject  to  the 
call  of  the  miner  who  brought  it  in. 

In  1848  the  Mhiers'  Bank  was  established  by  Wright  &  Co.,  in  San 
Frandsco,  and  it  is  said  to  have  paid  an  annual  rental  of  $75,000  for  the 
bidlding  in  which  it  did  business.  It  was  a  bank  of  deposits  and  loans, 
and  advertised  a  capital  of  $1^,000.  The  rate  of  interest  charged  on 
loans  varied  from  eight  to  fifteen  per  cent,  a  month,  according  to  the 
credit  of  the  borrower. 

With  the  great  increase  in  the  production  of  gold  in  1849,  and  the 
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gain  in  population,  there  was  an  addition  to  tlie  nomber  of  banks,  no 
less  tlian  five  oommenctng  business  during  the  year.  The  first  of  then 
was  opened  in  January  by  H.  M.  Naglee  &  Co.,  oompoeed  of  H.  M. 
Naglee  and  Richard  Sinton.  Banks  were  also  established  by  Bnzgoyne 
ft  Co.,  B.  Davidson,  Wells  &  Co.  and  James  King  of  William. 

The  large  output  of  gold  in  1850  led  to  wild  speculation;  real  estate 
and  other  forms  of  property  were  sold  at  prices  far  beyond  their  actaal 
value.  Three  new  banks  were  opened  in  the  first  half  of  the  year, 
namely,  Tallant  &  Wilde,  Page,  Bacon  &  Co.,  and  J.  AigentL  Shortly 
afterwards  there  was  a  reaction  from  the  era  of  inflation,  and  Messn. 
Naglee  &  Co.  and  Wells  &  Co.  faUed.  As  the  other  banks  weathered 
the  storm,  confidence  was  gradually  restored. 

IlTTRODUCTIOir  OF  GOLD  COXNAOB. 

During  1851  the  unique  position  which  gold  dust  had  held  as  a  me- 
dium of  exchange  was  supplanted  by  the  introduction  of  the  "slog," 
issued  as  a  fifty-dollar  coin  by  the  newly-established  United  States  Af- 
say  OfSce.  Private  firms  also  issued  coins  of  the  denomination  of  |S, 
the  Assay  Office  coining  nothing  smaller  than  ten  dollar  pieces.  These 
private  coins,  unlike  those  issued  at  Denver,  which  oommanded  a  pre- 
mium, fell  into  discredit  owing  to  short  weight  and  other  imperfeetioofc 
Prior  to  1850  gold  dust  was  rarely  worth  more  than  $10  an  ounce  and 
was  sometimes  as  low  as  $5. 

There  was  a  rapid  recovery  from  the  depression  of  1850,  and  in  1858 
there  were  at  least  twenty  banking  firms  doing  business  in  San  Fran- 
cisco. The  production  of  gold  in  that  year  was  estimated  at  $50,000,000; 
but  values  had  subsided  considerably  from  a  speculative  basis,  the  taxes 
on  real  estate  for  1852  being  based  upon  an  assessment  of  $14,900,000, 
as  against  $31,000,000  for  1851. 

Qradually,  in  the  succeeding  years,  a  number  of  the  older  banks 
withdrew  from  business  and  were  succeeded  by  new  and  stronger  insti- 
tutions. 

Financial,  Crisis  ok  1855. 

During  1855  disaster  overtook  several  of  the  San  Fnuunsoo  banks. 
Page,  Bacon  &  Co.  suspended,  followed  in  a  few  days  by  the  failure  of 
Adams  &  Co.  In  the  following  year  Palmer,  Cook  &  Co.,  a  large  and 
apparently  sound  firm,  suspended,  and  owing  to  the  loss  of  a  steamship 
with  $2,000,000  gold  on  board,  Drexel,  Sather  &  Church  suspended  for 
a  short  period,  and  Wells,  Fargo  &  Co.  did  likewise  for  three  days. 
This  flurry  caused  the  permanent  retirement  of  a  number  of  the  smaller 
banks.  Among  those  which  weathered  the  storm  was  the  banking  fiim 
of  Lucas,  Turner  &  Co.,  of  which  W.  T.  Sberman,  afterwards  the  famous 
General,  was  then  manager. 

By  1860  business  had  revived,  and  as  agriculture  became  more  suc- 
cessful there  was  a  renewed  demand  for  banking  cental,  and  this  was 
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1  some  extent  influential  in  attracting  foreign  banlung  houses  into  the 
An  attempt  was  made  to  organize  a  trost  company  to  issue  paper 
aoney  secured  by  re^l  estate;  but  the  people  of  California  preferrpd 
gold  then,  as  they  do  now,  and  the  scheme  was  never  put  into  operation. 
The  establishment  of  the  United  States  Mint  in  San  Francispo  in 
1854  had  an  impc  rtant  effect  on  the  circulating  medium.  Since  its  es- 
tablishment to  the  present  time  the  coinage  has  been  more  tluin$l,%0,- 
000,000,  of  vhich  the  gold  coinage  has  been  about  fl, 000, 000, 000. 

,  SlISPBNSION   OK  THE   BANK  OF   CALIFORNIA. 

f  The  enormous  development  of  mining  in  the  Comstock  Lode  in  Ne- 
vada in  1874  gave  a  fresh  impetus  to  speculation.  It  was  then  estimated 
by  an  expert  that  the  value  of  the  ore  in  sight  was  not  le.ss  than  ^1,500,- 
000,000.  The  public  demand  for  money  with  which  to  buy  shares  was 
felt  by  the  banks,  and  this  pressure  was  aggravated  by  the  shipment  of 
20,000,000  of  gold  to  the  East,  against  1300,000  in  the  previous  year. 
There  were  rumors  in  circulation  detrimental  to  tbe  credit  of  William 
C.  Ralston,  the  Cashier  and  active  Manager  of  tbe  Bank  of  California, 
and  a  run  ensued  upon  that  institution,  causing  it  to  close  its  doors  on 
August  26.  Mr.  Ralston  was  requested  to  resign,  and  unable  to  stand 
tbe  strain  of  his  situation  he  committed  suicide.  D.  O.  Mills,  William 
Bharon  and  other  well-known  capitalists  came  to  the  rescue  of  the  bank, 
and  it  wa^  soon  put  upon  a  sound  basis,  coutinuing  to  the  present  time 
to  be  one  of  the  great  banks  of  tbe  PaciBc  Coast,  The  bonk  was 
founded  in  1864  by  I>.  O.  Mills,  at  the  snggestion  of  W.  C.  Ridst^n,  then 
a  member  of  the  firm  of  Donohoe,  Ralston  &  Co.,  and  a  man  of  recog- 
nized financial  ability. 

During  this  crisis  the  National  Gold  and  Trust  Company,  and  the 
Merchants'  Exchange  Bank  suspended  and  the  Savings  banks  enforced 
the  rule  requiring  thirty  days'  notice  of  withdrawals  of  deposits. 

Okoanization  of  National  Qold  Banks. 

The  organic  law  of  California  forbids  the  issue  of  paper  money, 
'and  more  than  almost  any  other  part,  of  the  world  tbe  Strife  has  ex- 
clusively adliered  to  the  use  of  a  coin  currency.     There  was  also  con- 
siderable sentiment  about  this,  as  was  manifested  by  the  opposition  to 
the  u.se  of  legal-  tender  notes  and  National  bank  notes,  not  so  much  dur- 
ing and  immediately  after  the  war  when  they  were  at  a  discount  as 
compared  with  gold  and  silver,  but  even  since  the  resumption  of  specie 
lyments.     Thia  feeling  had  the  effect  of  retarding  the  organization  of 
National  bcuiks  in  California,  and  in  deference  to  it,  and  yet  with  aw^i.sh 
extend  the  benefit*!  of  the  system  to  the  8tat4»,  Congress  on  July  12, 
870,  enacted  a  law  for  the  creation  of  National  gold  banks,  that  is 
iks  the  currency  of  which  should  be  redeemable  on  demand  in  gold 
sin.     These  banks  were   to  be  organized  in  every  respect  similar  to 
^ther  National  banks,  but  the  bonds  deposited  by  thera  an  a  baaia  for 
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circulation  bearing  interest  in  gold,  were  pwmlttedto  be  a  basis  far  m- 
colation  to  the  extent  of  eighty  per  cent,  of  their  par  valiie  only,  in- 
stead of  ninety  per  cent.,  as  in  the  case  of  other  National  banks.  This 
had  the  effect  of  rendering  the  circulation  unprofitable.  Their  lesores 
on  circulation  were  to  be  twenty-five  per  cent,  of  the  aggr^ate  amount 
outstanding.  Gold  banks  in  San  Francisco  were  not  required  to  redeem 
their  notes  in  New  York  city  as  were  other  National  banks  in  the  re- 
demption cities  then  existing.  There  was  nothing  in  the  law  prevent- 
ing gold  banks  from  being  organized  elsewhere  than  in  Calif<»Tiia,  and 
one  such,  the  Kidder  National  GK>ld  Bank,  was  organized  in  Boston, 
Mass. ,  but  never  did  any  business.  The  First  National  Gk>ld  Bank  and 
the  National  CK>ld  Bank  and  Trust  Company  were  organized  in  San 
Francisco,  and  only  nine  were  organized  in  all  in  the  State.  The  finan- 
cial crisis  of  1875  gave  the  gold  banks  a  set-back  on  account  of  the 
suspension  of  the-NationcJ  GK>ld  Bank  and  Trust  Company,  which  was 
aggravated  by  the  refusal  of  the  other  banks  in  California  to  take  the 
gold  notes,  although  they  were  amply  secured. 

On  February  14,  1880,  another  law  was  passed  authorizing  Uie  con- 
version of  gold  banks  into  currency  banks,  and  all  of  these  institntioos 
availed  themselves  of  it.  Specie  payments  had  been  resumed  all  over 
the  United  States,  and  there  was  no  longer  reason  for  any  distinction. 
Since  then  the  formation  of  National  banks  in  California  has  gone  on 
more  rapidly,  but  the  State  and  foreign  banks,  incorporated  and  pn- 
vate,  still  do  most  of  the  business  in  the  State,  although  the  system  is 
making  headway  with  the  development  of  the  agricultural  interests  of 
the  State. 

Bank  of  the  Bonanza  Kinos. 

The  Nevada  Bank  of  San  Francisco  was  established  in  1875,  and 
received  its  name  from  the  State  where  the  fortunes  of  its  founder*— 
James  C.  Flood,  W.  S.  O'Brien,  John  W.  Mackay  and  James  G.  Fair — bad 
been  made.  Its  original  capital  was  (5, 000, 000,  afterwards  increased  to 
910,000,000,  but  owing  to  unfavorable  legislation  the  capital  was  reduced 
in  1879  to  $3,000,000.  While  Mackay  and  Fair  du«cted  the  actual  work- 
ing of  the  mines.  Flood  conducted  the  financial  operations  of  the  firm 
with  marked  ability  and  success.  After  the  death  of  Mr.  Flood  the 
management  of  the  bank  went  into  the  hands  of  Isaias  W.  Uellman, 
and  in  1898  it  reorganized  as  the  Nevada  National  Bank.  Mr.  Flood's 
son  and  Mr.  Mackay  are  still  large  shareholders. 

San  Francisco  CiiBARiNO-HousK  Established. 

The  San  Francisco  Clearing-Honse  Association  was  organized  in 
1876,  and  its  annual  clearances  rapidly  increased  till  in  1899  they 
amounted  to  $971,000,000.  From  1883  to  1893  gold  certificates  were 
largely  used  in  paying  balances,  but  since  the  latter  date  their  use  has 
been  discontinued. 
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Thk  Board  or  Bank  Cokuissionrrs. 


An  act  creating  a  Board  of  Bank  Couiniissioners  and  prescribing 
their  duties  and  jiowers  was  approved  March  30,  1878,  the  act  going 
into  effect  on  the  15th  of  May  following.  It  pro\ided  for  the  appointment 
of  three  persons,  one  of  wliom  shall  be  an  expert  accountant,  tobei;itjled 
Bank  Commissioners;  their  oftlco  was  to  be  in  San  Francisco,  and  they 
rere  to  receive  a  salary  of  ^3,000,  and  travelling  expenses,  not  to  ei- 
Eed  S=5()()  per  year,  for  each  commissioner.  Banks  were  rtHjuired  to  t«ke 
it  licenses,  and  were  to  be  examined  by  one  or  more  of  the  Bank  Com- 
ttioners  at  loa'st  once  in  aix  monthi<,  or  oftener  as  might  be  deemed 
[lecessary.  Savings  banks  were  not  to  be  licensed  unless  at  leart  flf  ty  per 
pnt.  of  their  loans  was  secured  by  first  mortgage  or  other  prior  lien  upon 
il  estate  within  the  State;  such  loans  were  afterwards  to  be  limited 
sixty  per  cent,  of  the  market  value  of  the  security,  except  when 
Bade  for  the  purpose  of  facilitating  the  sole  of  property  owned  by  the 
arporation.  Savings  banks  were  prohibited  from  investing  in  mining 
Semi-annual  reports  of  eoudition  were  required,  and  the  com- 
missioners were  given  full  power  to  cause  the  banks  to  obey  the  law  and 
to  close  up  insolvent  institutions. 

Banks  were  to  contribute  to  the  payment  of  the  expenses  of  the 
BooxJ  of  Commissioners  in  proportion  to  their  deposits. 

Soon  after  assuming  ofQce  the  comiaissioners  were  confronted  with 
some  embarrassments  to  the  bonks.  From  July,  1878,  to  July,  1880, 
they,  estimated  that  the  falling  off  in  the  resources  and  Uabilities  of  the 
commercial  and  Savings  banks  was  something  over  1^5, 000,  (XK).  For 
1880  the  Comstock  mines  had  collected  1^,000,000  more  in  assessments 
tluin  had  been  paid  in  dividends,  and  this  alone  was  a  heavy  drain  on 
the  resourcesof  the  people.  In  the  succeeding  years  there  was  a  gradual 
revival  of  business,  and  a  gain  in  deposits  of  both  classes  of  banks. 

EXAMISATIOS  OK  PRIVATK   BANKS. 

The  question  having  been  raised  as  to  the  authority  of  the  Bonk 
Commissioners  to  make  examinations  of  private  banks,  the  matter  was 
brought  to  the  attention  of  the  Legislature.  That  body  refused  to  com- 
pel private  banks  to  submit  to  examination,  but  by  an  act  approved 
March  10,  1887,  Section  23  was  added  to  the  banking  law,  requiring  un- 
incorporated banks  to  moke  reports  of  their  condition  twice  each  year 
to  the  Bank  Commissioners. 


DmDKSDS   FROM  ACCRCKD   AND   U>'PAI0  INTEREST. 


^H    In  the  report  of  the  Board  of  Bank  Couuuissionera  for  1887  reference 

^^^as  made  to  a  custom  of  many  of  the  banks  of  "estimating  the  amount 

of  interest  accrued  on  their  loans  and  cjirryiug  the  amount  into  their 

books  as  an  asset,  subject  to  what  might  be  called  a  constructive  divi- 

Bs  profits  earned."    This  practice  was  not  approved  by  the  Bank 
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Commissioners  and  the  matter  was  referred  to  the  Supreme  Coait, 
which  decided  that  "interest  accrued,  but  not  payable,  and  interest 
accrued,  but  not  paid,  though  secured  by  safe  mortgages,  and  drawing 
interest,  are  not  'surplus  profits,'  and  therefore  can  not  enter  into  the 
dividends  which  Savings  banks  are  aothorized  to  make  out  of  their 
'  surplus  profits, '  since  profits  must  consist  of  earnings  actually  received. " 
Prior  to  this  decision  most  of  the  commercial  banks  had  discontinued 
the  practice,  at  the  suggestion  of  the  Bank  Commissioners. 

In  March,  1891,  a  convention  of  bankers  was  held  at  Los  Angeles, 
resulting  in  the  organization  of  the  California  State  Bankers'  Asso- 
ciation. 

The  panic  which  was  felt  in  this  year  in  some  parts  of  the  coontir 
owtDg  to  the  failure  of  the  Barings,  in  London,  in  1890,  did  not  reach 
California.  It  escaped  this  convulsion,  as  it  did  that  of  1873,  but  the 
latter  crisis  reacted  on  the  banks  of  the  State  a  year  or  so  after,  as  has 
been  previously  detailed. 

Panic  of  1893. 

Although  there  were  bank  faUures  in  California,  as  elsewhere,  is 
1893,  the  banks  stood  the  strain  very  well.  On  July  1, 1892,  there  were 
268  banks  in  operation,  and  283  on  July  1,  1894.  The  total  resoureer 
on  the  former  date  were  1301,946,044,  and  on  July  1,  1894,  they  were' 
t297, 352, 916.    These  figures  include  the  National  banks. 

In  their  report  for  1897  the  Bank  Commissioners  condemned  the  law 
which  permits  the  placing  of  an  insolvent  btmk  back  in  the  hands  of 
the  directors,  who  wrecked  it,  for  the  purpose  of  winding  up  its  afbin 
during  the  process  of  liquidation.  They  also  recommended  that  bank 
directors  be  required  to  make  a  personal  examination  of  their  institu- 
tions at  least  twice  a  year,  and  certify  statements  of  condition  to  the 
Bank  Commissioners  under  oath. 

CONDITIOH'  OP  THB  BaITKS  IN  1899. 

At  the  close  of  business  on  July  31,  1899,  there  were  fifty-three  Sav- 
ings banks,  176  commercial  banks,  eighteen  private  banks  and  thirty- 
five  National  banks  doing  business  in  the  State.  The  Bank  C<»umis- 
sioners,  in  their  report  dated  September  4,  1899,  said : 

"  It  is  with  plefisure  that  we  call  attention  to  the  fact  that  the  net  increase  in  de- 
posits in  the  banlcs  of  this  State  for  the  last  twenty-foor  months  has  been  t50,382,T'S&— 
more  than  two  million  dollars  per  month.  Such  increase  is  distributed  in  almo«t 
equal  proportions  between  commercial.  National  and  Savings  banks,  both  in  city  and 
countr)',  and  is  a  splendid  showing,  considering  the  fact  that  we  are  recovering  from 
the  financial  depression  of  1893,  and  have  passed  through  two  dry  years.  It  demon- 
strates that  the  State  has  great  recuperative  powers  and  producing  capacity,  and  that 
the  financial  institutions  of  California  are  generally  well  managed  and  in  a  prosperons 
condition." 

The  following  statistics,  compiled  from  the  annual  reports  of  the 
Bank  Commissioners  for  a  nimiber  of  years  past,  illustrate  the  growth 
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of  the  Savings,  commeroial  and  private  banks  of  California  from  1879 
to  1899.  It  will  be  remembered  that  the  law  requiring  private  banks 
to  make  reports  was  enacted  in  1887. 

Savings,  Commereidl  and  Private  Banks,  1879-1899. 
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*  iDClndea  amonnt  dne  London  offlot^s  at  Sun  FrsncLico  luancbaaol  Bngllah  banks, 
t  Inolndes  loans  on  personal  seonrlUes  (or  Savlnm  banks. 

Savings  Banks. 

Albert  Miller,  a  native  of  Germany,  established  the  first  Savings 
bank  in  California.     It  was  called  the  Savings  and  Loan  Association, 
and  opened  for  business  in  San  Francisco  in  1854.     It  was  subsequently 
u 
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merged'  into  the  Savings  and  Loan  Soolety,  the  latter  being  ofganized 
Joly  28,  1867.  In  1869  the  Hibemia  Bavuags  and  Loan  Sodety  was  or- 
ganized at  San  Francisco,  and  from  this  time  on  banks  of  this  dass  ooo- 
tinued  to  be  organized  in  San  Francisco  and  otiier  points  in  the  State. 

On  January  1,  1880,  there  were  83,308  dei>ositors  in  tlie  SaviiigB 
banlcs  of  the  State,  and  from  1867  to  the  above  date  the  banks  had  paid 
dividends  to  depositors  amounting  to  $63,119,812.  From  1878  to  Jann- 
ary  1,  1881,  eleven  Savings  banks  went  oot  of  bosineas  and  two  new 
ones  were  organized. 

In  their  report  for  1888  the  Bank  Commissioners  referred  to  tlie  Bar- 
ings banks  as  foUows: 

"  There  are  no  banks  in  this  State  now  woridng  on  the  purely  matoal  prindpla. 
All  hare  either  a  capital  stock  or  a  reeetve  fund,  m  which  only  a  part  of  the  deposit- 
ors would  be  interested  in  case  of  liqoldation.  That  is  to  say,  those  dqwaitors  vbo 
bare  withdrawn,  yet  whose  fonds  hare  contributed  towards  earning  the  reaerre,  tat- 
felt  all  claims  to  it.  *  *  *  As  a  matter  of  tact  the  Savings  banks  of  Galifbnii 
are  business  enterprises  of  private  individuals,  with  incidental  benefit  to  the  pabUe, 
in  nowise  differing  in  this  regard  from  oommercial  banks." 

Perhaps  if  this  test  were  applied  it  might  be  foond  that  thoe  art 
not  any  strictly  mntnal  Savings  banks  in  the  oonntry,  as  it  is  not  be- 
lieved that  in  any  of  the  States  do  the  withdrawing  depositors  retain 
their  right  to  participate  in  the  division  of  the  sorplos  in  the  event  of 
failure  or  liquidation  of  the  bank. 

Some  banks  have  been  organized  on  the  mutual  plan,  a  notable  ex- 
ample being  the  Hibemia  Savings  tmd  Loan  Society,  of  San  Frandsoo, 
the  largest  and  most  successful  Savings  btuik  on  the  Pacific  Ckxast 

In  many  cases  the  Savings  banks  of  the  State  are  conducted  as  ad- 
juncts of  National  and  State  banks,  carrying  on  business  in  the  same 
building,  and  with  the  same  management.  While  such  an  arrangement 
is  economical,  and  has  some  other  advantages,  the  Bank  Commission- 
ers declared  in  their  report  for  1891  that  it  sometimes  resulted  in  making 
these  Savings  banks  "  subject  to  such  risks  and  hazards  as  the  law  par 
ticularly  intends  to  protect  them  against."  This  view  was  appreotly 
confirmed  by  the  failure,  in  November,  1891,  of  the  California  Savingi 
Bank,  of  San  Diego,  which  was  conducted  as  a  department  of  the  Cali- 
fornia National  Bank. 

This  practice  of  conducting  Savings  banks  in  the  same  buildings 
with  State  and  National  banks,  and  under  the  same  management,  pre- 
vails in  many  States,  and  though  liable  to  give  rise  to  some  abuses,  un- 
doubtedly permits  the  organization  of  Savings  banks  in  many  places 
where  they  could  not  otherwise  exist. 

The  Savings  banks  in  1896  had  total  deposits  amounting  to  flSl,- 
653,634,  and  there  were  159,856  depositors,  making  an  average  of 
$823.57  to  each  depositor. 

Deposits  in  the  Savings  banks  have  increased  largely  in  the  last 
thirty  years,  as  may  be  seen  from  the  following  official  statistics: 
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BvpotfU  in  Savings  Banks. 

18TO S86,66S,909   I    1880 t8338a,064 

1880 61,861,908   |    1899 145.943,188 

Natiowa  Banks. 
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JJDABO. 

This  State  -was  admitted  into  ttie  Union  in  1890,  and  has  not  there- 
fore had  an  opportonity  to  make  much  banking  history.  There  is  no 
spedal  law  relating  to  banking,  bat  banks  are  organized  under  the 
general  corporation  law.    The  issue  of  ciroulating  notes  is  prohibited. 

National  Banks. 
Flgurat  are  in  thouMOds  of  doUan. 
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State  Banks. 


YBABS. 
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UTAH. 


Utah,  the  latest  State  admitted  ap  to  this  writing  into  the  aiater- 
hood  of  the  American  Union,  was  settled  by  the  white  race  in  1847,  and 
is  therefore  the  pioneer  settlement  of  the  Anglo-Saxon  in  the  Boeky 
Mountain  region.  The  State  haa  magnificent  resonroes  Jnst  beginning 
to  be  known  to  the  rest  of  the  world,  and  has  from  the  first  grown 
slowly  but  steadily.  Her  people  are  largely  native  bom,  and  the  pioneers 
were  mostly  New  Englanders  who  have  left  their  stamp  and  impress 
upon  all  who  have  followed  them. 

Salt  Lake  City  is  laid  out  with  broad  straight  streets  runningat  right 
angles  to  each  other  north  and  south,  east  and  west.  This  city  is  a  type 
of  the  Mormon  towns  of  Utah.  The  pioneers  built  towns  with  houses 
as  near  together  as  convenience  and  good  sanitary  rules  would  permit, 
assigning  to  each  settler,  as  a  rule,  an  acre  and  a  quarter  for  occupancy 
as  a  "city  lot."  Then  Just  outside  the  town  were  located  the  "fields," 
usually  divided  into  lots  of  five  acres  each  for  farming  purposes,  these 
being  again  surrounded  still  further  from  the  town  center  by  lots  of  ten 
acres  each.  The  object  of  this  plan  was  twofold :  first,  to  afiord  easy 
protection  against  the  savages;  and,  second,  to  give  to  the  settlers  the 
advantages  of  easy  access  to  the  schools  and  churches  which  were  an 
indispensable  adjunct  of  people  having  the  views  of  life  held  by  most  of 
the  early  settlers  of  Utah. 

A  Pbivatb  Mint  Estabushed. 

Soon  after  the  pioneers  entered  Salt  Lake  Valley  gold  was  discovered 
in  California.  In  fact,  the  discovery  was  made  by  a  number  of  mem- 
bers of  what  was  known  as  the  "Mormon  Battalion,"  at  the  time  work- 
ing in  California  after  being  must«red  out  of  their  country's  service. 
Althougli  comparatively  few  of  the  early  settlers  of  Utah  went  to  the 
gold  fields,  considerable  of  the  product  of  the  latter  found  its  way  into 
Utah,  and  the  people  soon  felt  the  inconvenience  of  handling  the  gold 
dust  as  money.  There  being  no  United  States  mint  in  the  Rocky  Moun- 
tain region,  nor  in  fact  within  several  weeks'  travel  by  the  methods  then 
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▼ogne,  a  "mint ''  was  inaugurated  as  a  means  of  aooommodating the 
public.  Brigliam  Young  is  reputed  to  have  been  instrumental  in  the 
coinage  of  the  coins  made  at  tlie  mint,  and  many  of  the  pieces  are  still 
in  circulation,  selling  now  as  a  rule  at  a  premium  of  about  one  hundred 
pe-T  cent.  They  consbted  of  two  and  one-half,  five,  ten  and  twenty- 
dollar  gold  pieces — the  last  named  said  to  have  been  the  first,  of  this  de- 
nomination struck  in  the  United  States.  All  were  of  pure  frold,  and 
this  absence  of  alloy  of  any  character  made  the  coins  so  Hoft  that  the 
loc>8  from  abrasion  was  very  great.  On  aU  of  the  early  coins  made  the 
words  "Holiness  to  the  Lord,"  with  a  representation  of  an  "All-.'«eeing 
eye "  appeared  upon  one  side;  and  upon  the  other,  the  denomination 
of  the  coin,  two  bands  claMped  fraternally,  the  year  of  mintage  (1849 
usually)  and  the  initials  "G.  S.  L.  C.  P.  G."  A  flve-dollar  gold  piece 
coined  in  considerable  numbers  in  1860  bore  upon  one  side  a  recumbent 
lion  at  the  ba»e  of  three  mountain  peakjs,  several  phonetic  characters 
(taken  from  the  "  Deseret  alphabet  ")  and  the  year  (I860).  Upon  the 
cither  side  were  the  words  "  Deseret  Assay  Office,  Pure  Gold,"  encir- 
cling a  representation  of  an  old-time  bee  hive  surmounted  by  an  Amer- 
ican eagle  holding  in  its  talons  the  usual  arrows.  Below  the  bee  hive 
appeared  ''5  D.,"  Indicating  the  denomination  of  the  coin.  So  far  as 
known  no  money  waa  minted  in  Utah  after  the  year  1S60. 
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"■nntil  the  early  seventies.  Several  large  merchants  conducted  the  buy- 
ing and  selling  of  gold  dust  as  part  of  their  business,  Just  as  they  bought 
and  sold  merchandise.  Many  of  them  also  acted  as  depositories  for 
their  customers,  and  took  money  on  deposit,  giving  a  receipt  that  served 
a  BJmilar  purpose  to  the  banker's  certificate  of  depasit.  Of  the  private 
bankers  now  doing  business  in  Utah,  Messrs.  Walker  Brothers  were  the 
first,  having  opened  their  mercantile  establishment  in  1859,  and  having 
acted  more  or  less  in  the  capacity  of  bankers  ever  since.     Their  private 

»bank  was  later  merged  into  the  Union  National  Bank,  which  latter 
.again  was  changed  into  tiie  present  private  bank  conducted  by  Walker 
Brothers.  Of  the  National  banks,  the  Deseret  National  (one  of  the 
best-known  banks  in  the  West)  is  the  pioneer  in  Utali,  having  been 
established  in  1872,  with  Brigham  Young  as  its  first  President.  The 
Deseret  National  was  the  outgrowth  of  a  bank  organized  May  1,  1869, 
by  Wm.  H.  Hooper,  H.  S.  Eldredge  and  L.  8.  Hills,  with  a  capital  of 
440,000.  Mr.  Hills,  who  was  thus  one  of  the  promoters  of  the  original 
organisation  under  the  name  of  Hooper,  Eldredge  &  Co.,  and  has  been 
a  director  of  the  Deseret  National  Bank  from  the  beginning,  is  now  its 
Preuident,  and  is  also  Utali's  representative  in  the  American  Bankers^ 
Aiisociation.  Of  the  Savings  banks,  the  largest  and  oldest  is  Zion's 
Savlugs  Bank  and  Trust  Company,  organized  (also  under  direction  of 
Brigham  Young)  August  6,  1873. 
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Ck>mplete  statietios  oonoeming  the  banks  of  Utali  are  not  obtain- 
able until  the  year  1890.  Territorial  offleera  were  of  course  ai^mint- 
ive,  and  no  statistics  are  on  file  in  the  office  of  the  Secretary  of 
State  ontil  the  year  named.  In  fact  those  filed  after  that  date  wore 
more  the  resolt  of  the  inolinaticm  of  Gk>y.  Arthur  L.  Thomas  to  make 
his  reports  to  the  Secretary  of  the  Interior  as  complete  as  poasiUe  than 
to  any  reqoirement  of  the  law  on  the  subject.  Since  Statehood,  how- 
ever, statements  of  the  condition  at  all  banks  (except  National,  whidi 
are  of  course  required  to  report  to  the  general  QoTemment)  operating 
under  State  laws,  both  incorporated  and  private,  are  required  to  be  filed 
with  the  Secretary  of  State  at  least  four  times  a  year,  on  a  date  to  be 
named  by  the  Secretary,  who  is  ex-offlcio  State  Bank  Examiner.  For 
the  reasons  given  the  statistics  furnished  below  are  not  complete,  partieii- 
larly  those  which  apply  to  amount  of  capital  and  deposits  in  private 
banks  up  to  and  including  the  year  189S.  They  are,  however,  ooneet 
in  all  other  details  as  gathered  from  official  reports : 

NATioirAi.  Bahxs.  OofMaX.       OesMm. 

1800 l2;Hn,ooo     ^njmm 

uas s,OBi,n»       tfmjm 

UN a,asuno       4.MS,ao 

Statb  Bahks. 

1800 \S»Vm         >.7St,0M) 

1806 S,8G0.7n         8.no.a)8 

1880 <,Mt,«ao       «,4a;Eio 

Pbivati  Banks. 
i8to Mp,ooo         i&xa 

1806 170.708         \j3ajm 

1800 sub^xk       ijajea 

Not  included  in  the  above  reports  is  the  firm  of  Wells,  Fargo  &  Co., 
which  has  a  branch  bank  in  Salt  Lake  City,  but  does  not  have  a  separate 
capital  used  exclusively  in  Utah,  but  draws  on  the  parent  institution  in 
San  Francisco  as  its  needs  require.  Among  the  private  bankers  one  of 
the  earliest  firms  is  that  of  W.  S.  HcComick  &  Co.,  established  in  1878, 
and  doing  probably  the  largest  business  in  the  State. 

In  1899  the  Comptroller  of  the  Currency,  in  his  annual  report,  pub- 
lished a  tabulation  of  the  statements  of  eleven  Utah  State  banks,  show- 
ing loans  and  discounts  amounting  to  t3,lS4,639,  and  deposits  |S,- 
181,428. 

The  banks  of  Utah  have,  as  a  rule,  been  noted  for  their  oonserva- 
tisin.  Panics  have  t>een  almost  unknown  and  failures  few  and  of  com- 
paratively small  importance.  During  the  panic  of  1893  the  banks  of 
Salt  Lake  City  stood  the  test  without  a  single  exception,  and  the  rec(»d 
made  was  due  to  the  prudence  and  coolness  of  the  banking  fraternity 
as  well  as  the  unshaken  confidence  of  the  masses  of  the  people  of  the 
State. 

Bank  robt>erie8,  contrary  to  the  supposed  experience  of  frontier 
States,  have  been  almost  unknown  in  Utah,  and  those  attempting  rob- 
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bery  have  in  every  case  been  nnsuccesafol  and  have  been  themselves 
killed  or  captured  in  the  attempt.  The  last  attempt  was  one  made  in 
1898  in  SpringviUe,  Utah  county,  where  the  money  taken  wits  recov- 
ered, one  of  the  robbers  killed  and  the  other  captured  and  sent  to  the 
State  prison. 

National  Banks. 
Flares  are  in  tbonaands  of  doUats. 


TBAU. 

Xooiu 
and  dU- 
totmU. 

•143 

V.  8. 
bomb. 

Ca$h 

and  «aih 

iUmi. 

CapUaU 

AirptM. 

vidtd 
VrttfUt. 

OlU- 
ttanding 
elraula- 

Hon. 

Indt. 
vtdual 
dtpoHU. 

1866.... 

1 

•50 

•16 

•160 

.  ••■ 

•14 

•46 

•77 

1871.... 

1 

356 

150 

57 

100 

•35 



133    • 

803 

1876.... 

1 

391 

75 

183 

300 

35 

30 

46 

253 

1881.... 

1 

869 

450 

309 

200 

100 

54 

163 

044 

1886.... 

7 

1,831 

600 

460 

837 

SOS 

187 

803 

3.048 

1891.... 

18 

6.000 

689 

776 

3,760 

914 

803 

887 

8.674 

1886.... 

11 

3,883 

1,007 

763 

1,900 

689 

140 

460 

3,687 

1899.... 

11 

8.497 

1,887 

1,834 

1.060 

398 

193 

442 

4,381 

NEVADA. 


Although  the  State  was  admitted  into  the  Union  in  1864,  its  popula- 
tion was  only  46,761  by  the  census  of  1890. 

By  an  act  of  the  State  Legislature,  approved  March  28,  1891,  banks 
are  organized  and  divided  into  seven  classes,  according  to  the  amount 
of  businese  done,  ranging  from  $500,000  per  month  to  926,000  a  month 
or  lees.  Licenses  are  imposed  ranging  from  9200  to  $12  a  month.  The 
eiroulation  of  bank  notes  or  paper  money  of  any  kind,  except  such  as 
may  be  authorized  by  Congress,  is  prohibited. 

Publication  of  statements  is  sometimes  voluntarily  made  by  banks, 
there  being  no  legal  requirement. 

Btate  Banks. 


TIAM. 

Loam  and 

diKKAMtt. 

SpoeU. 

Capital  itoek. 

Ctrmdaiion. 

Dtpottf. 

1889 

3 
8 

4 
8 

•339,891 
479,870 
737,686 
647,319 

•300.000 
333,200 
370,000 
270,000 

•148.e95 

1887 

461,671 

1888 

1,074,866 

1899 

097,614 
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Nationai  Batiks. 
Figures  are  In  thouaanda  of  dollars. 


TUBS. 

No.  of 
banlu. 

Loant 
tmddU- 
emmtt. 

U.  B. 
bondB. 

Ca»k 

andeath 

ttemt. 

CapUal. 

AnyhM. 

null- 
vuua 

pTOfiU. 

Omt- 

etreute- 
((on. 

vtdtml 
dtpotUt. 

1866 

1871 

1876 

1881 

1886 

1891 

1896 

1899 

1 

1 
1 
S 
1 
1 

$114 
181 

aeo 

658 
206 
877 

$1SS 

40 
36 
70 
SO 
SO 

$80 

47 
66 
43 
13 
30 

$165 

76 

100 

383 

83 

83. 

$3 

14 

80 

lOS 

8 

3 

91 

— 

e 

10 

34 

1 

3 

$139 

36 
S3 
63 

18 
18 

<6» 

Hi 

380 
151 
4St 

For  some  time  the  chief  banking  focilities  of  the  State  were  supplied 
by  agencies  of  the  Bank  of  California  and  Wells,  Fargo  &  Co. ,  the  former 
«till  maintaining  a  branch  at  Virginia  City.  The  Bank  of  Paxton  k 
Co.,  at  Eureka,  and  the  Bank  of  Austin  were  among  the  early  banks 
established.  The  First  National  Bank,  of  Winnemuoca,  the  only 
National  bank  in  the  State,  was  founded  by  Oeo.  S.  Nixon  and  F.  M. 
Lee  in  1886. 


ARIZONA. 


Banks  are  established  under  the  general  incorporation  law  of  the 
Territory  and  are  under  the  supervision  of  the  Territorial  Auditor,  who 
is  ex-ofi9cio  Bank  Comptroller. 

Shareholders  are  liable  for  the  indebtedness  of  the  corporation  in 
proportion  which  the  amount  of  their  stock  bears  to  the  whole  capital, 
unless  the  liability  is  limited  in  the  articles  of  association  or  it  is  pro- 
vided that  shareholders  shall  not  be  liable  for  debts  of  the  corporation. 

Banks  are  required  to  make  at  least  three  reports  of  condition  each 
year  to  the  Bank  Comptroller,  and  these  reports  are  published  in  the 
newspapers.  The  ofScer  named  is  required  to  examine  the  bwaks  once 
a  year  or  oftener.  Savings  banks  are  restricted  to  loans  on  real  estate 
unless  their  capital  or  surplus  amounts  to  not  less  than  (100,000.  State 
banks  mast  keep  a  cash  reserve  amounting  to  fifteen  per  cent,  of  their 
deposits,  including  also  borrowed  money.  The  Bank  Comptroller  is 
authorized  to  take  steps  to  close  banks  when  insolvent. 

A  statement  of  National  and  other  banks  on  June  30,  1899,  showed 
total  deposits  of  $3,580,505.  Of  this  amount  the  five  National  banks 
held  $2,094,771  and  the  eight  other  institutions  held  $1,485,734.  In- 
cluded in  the  deposits  of  the  National  banks  was  $152,000  of  Territorial 
funds. 
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State  Banks. 


YKA18. 

No.  of 
tanfc*. 

JUaiu  and 
ditommU. 

apteu. 

.^^ 

I>»90tiU. 

1888. 

6 

6 

*5 

*9 

7 
t3 

$314,693 
486,449 
686,083 
460.616 
689,463 
891,906 

$330,000 
336,300 
340,300 
340,300 
937,600 
339,700 

$379,696 

1891 

397,634 

1893. 

470,303 

783,341 

1,046,837 

1886 

1887 

1889 

1,868,007 

"VxnoBMal. 


t  Indndea  private 

National  Banks. 
Flinirea  are  in  thouaands  of  dollars. 


TIAKB. 

Loan* 
anddU- 
eountt. 

V.8. 
iondt. 

Caoh 

and  oath 

itomt. 

Casual. 

Surpluo. 

andi. 

vidtd 
pntfiU. 

Out- 
itanding 
olreula- 

(ion. 

Tndi. 

VidlMll 

dtpoHU. 

188X. 

$114 
174 
431 
798 

1,369 

$109 

36 

76 

176 

176 

$97 
36 
101 
179 
871 

$100 
100 
300 
400 
400 

$34 

46 
73 

$10 

6 

61 

60 

71 

$19 

33 

68 

147 

147 

$311 

1887. 

133 

1803. 

604 

1897. 

1,186 

1899. 

3,073 

ALASKA. 

Bankiiig  in  the  Territory  of  Alaska  partakes  largely  of  the  charac- 
teristios  incident  to  the  origin  of  the  business  in  those  States  where 
mining  was  the  chief  industry  of  the  pioneer  settlers.  The  purchase 
of  gold  dust  and  transactions  incidental  to  the  exploitation  of  mining 
are  the  prominent  features  of  the  operations  of  the  few  banks  in  exis- 
tence. There  is  a  National  bank  at  Juneau  and  some  of  the  Canadian 
banks  have  established  agencies  in  the  mining  districts. 

National  Batiks. 
Hgnres  are  ia  thouaands  of  dollars. 


1806.. 
1889.. 


Loan* 
anddU- 
oottnt*. 

U.S. 
bond*. 

CkM* 
andoa*K 

Hem*. 

CapUal. 

amrpUu. 

Ondt- 
vided 

PTOAU. 

OuU 
*tanding 
eirettlo- 

Uon. 

1 
1 

$37 
43 

$13 
63 

$31 
19 

$60 
60 

.... 

.... 

$3 

7 

Indi. 
vidtwl 
depofU*. 

$49 
187 
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GROWTH  OF  SAVmeS  BASXS. 

Nwnbtr  tf  Savings  Banks  in  the  United  SUatei,  Number  of  BepoMon, 
Amount  <if  Savings  Deposits,  Average  Amount  due  each  Depositor 
for  eaxih  period  cf  five  years  from  18X0  to  1886  and  for  each  year 
thereafter  up  to  1899. 


ofhmnkt. 


Swu^berof 
dapMlton. 


StptUt. 


At€nt> 


1890. 
1836. 
1880. 
188». 
1840. 
1846. 
1860. 
1866. 
1800. 
186A. 
1870. 
1876. 
1880. 
1886. 
1886. 
1887. 
1888. 
1880. 
189a 
1801. 
1803. 
1808. 
1804. 
1806. 
1806. 
1807. 
1808. 
1808. 


10 
16 
36 
6S 

61 

70 

lOS 

916 

978 

817 

617 

771 

630 

646 

688 

684 

801 

840 

031 

1,011 

1,080 

1,030 

1,034 

1,017 

988 

080 

070 

087 


8,636 

16.831 

88,086 

60,068 

78,701 

146,906 

961,364 

431,003 

608370 

080344 

1,630,846 

9,860,864 

3,836,683 

8,071,406 

8,168,060 

8,418,018 

8,838.201 

4,031,628 

4.268.803 

4.533.217 

4,781,605 

4,830.500 

4.777,687 

4.876.610 

6,065,404 

6.801.132 

6.385.746 

5.687.818 


•1.138376 

9337.089 

6.073304 

10,613,796 

14.061.690 

94306.077 

48.431,130 

84,990,076 

140.977304 

3411610389 

640.874.868 

094.037.304 

810.106,073 

1.096.179.147 

1.141.630.678 

1.335,347.371 

1.364,106.550 

1.435.280.340 

1.634.844.506 

1.628,070.740 

1.713.760,036 

1.785.150.067 

1,747.961.280 

1.810.507.033 

1,007.156.277 

1.930.376.036 

3,069.631.308 

3.330.366.954 


013136 
14SM 
18S.W 

i7&n 
iiaM 
i6&n 

17IL78 


9UJ8 

94TJ6 
387.17 
39U6 
36a71 
8S«M 
361.36 
Wist 
865.«1 
354.t0 
358.01 
3S8W 
S58J0 

MiJ» 
371J6 
S76.80 
37188 
383.H 
S9S.1S 


8TATI8TIC8  OF  BAIfES  OTHER  THAN  NATIONAL.      859 


SMoitrces  and  I4abUUie»  of  State  Banks,  Loan  and  Tnut  Companies, 
Savings  and  Private  Banks  in  ihe  United  States,  1899. 


CLUBVPn^nov. 

SUSa  btnk*. 

bafiJcs. 

JMM, 

4,101  bank*. 

960 

MSimMM. 

THiMnkit 

0,149. 

HaotrKCH. 

LMkbtun  rt*l  esuiw. . . 

iBI,8ie,4B» 

f4  8. 040.013 

e87S,130,869 

|r7,30«.684 

faiwi,98i.Be8 

2fl,h71.*iT 

303.173.668 

166.360,308 

0.880,390 

4{>8. 301.113 

Othvt  louDM  uid  rtlaO'M 

0SO,313,8»tl 

358,217,393 

S4,l  13,433 

36.094,838 

1,186,867,440 

8,183,760 
B,&3«.333 

106,180 
a9.fi9fi,T7a 

S38,730 
13e,9»0,3CW 

1.103,168 
911. 527 

0.998,838 

CnlUAStetwiKMMl*.. 

173.97a.7as 

BttXv,  wantf  ud  mn- 

nlolpAl  iMmda 

a,sie,044 

6,4S0,B:i3 

913.777,836 

887.807 

63a.47i,aio 

X.  ft.  lKIQd«  tB&  ItOCkB 

a.iBS.iso 

13,460,197 

167,998,330 

986,010 

lBS,017,6fi3 

Baak  »tock<.. .. ....--- 

211,637 

1,198,464 

36.837.930 

320.061 

3a,3es;.0{t3 

Otb«r  it«-ka.taaaa,eb: 

160,«T«.H3 

216.362,t»19 

330,790,398 

3,039,019 

600,884,187 

DnerroniUlt»4b'kr» 

S68.Sa3.iWO 

130.072.694 

113,e67,3e0 

17,038,613 

SlB,He3,34» 

Be«leat«te,far.4Bvl. 

88,011.006 

37.a8fl,338 

66.469.830 

4.688,108 

16ek0fi3.38S 

C%«cfei  uul  rwb  Itama 

70.32l.ieO 

461,831 

63,694 

643,977 

71,408,643 

U6,3S4,e60 

34.349,833 

34.eSl.TS4 

6.623,930 

310.884,047 

OUwr  rewHines.. 

tS,48e.!19S 

13.664,263 

13.932,613 

670,378 

34,646,430 

TotkL • . 

1.03e,03^(»S 

l,071,63a,M4 

3.4i»,»i)  1,473 

87,787.3*8 

0,196,177.381 

UABtLlTIH. 

f^pltti  ntiHlk*.--. 

9Z92.d&e.037 

tia4.aoa,733 

«1 7.493,333 

13.987,676 

Ca6S,T4e,64S 

BuTplcwfOi"!'-'-'- 

77.4S9.148 

79.707.194 

173,807.848 

S.720,604 

833,894,704 
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35.819.310 

36.908,978 

ai.43S.191 

1,936,010 

86,103,393 

DUtdends  oU|iaUL 

IniUTldnalilepMlW-.- 

»7i.Bea 
i.ie4,q3o.e72 

194.961 
836.490,064 

17.960 

1,174,600 

3.63B,13S 

64.974,303 

3,067.033,693 

3.170,463.300 

3,176.468,399 

Dne  to  tjftnka  ud  fkn 

109.613.138 

3.011,661 

97,431 

3,393,830 

114,016,060 

AIlatti«r]labUlU«i.... 

ie.a90.i7i 

38,806.729 

6,970,400 

774,833 

48,941,139 

ToUl-. .,.—.. 

i.as«.ins.8«3 

l,071,BW.m4 

S.400,ft31,479 

S7,7»7,2«3 

0,lMtl77,381 
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